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Overview of Budget and Economic conditions

. Despite challenging national and international conditions, Queensland economy
has strengthened over last 12 months, supported by its diversified economy.

. Queensland’s economy forecast to be the strongest of all states in 2015-16,
2016-17 and 2017-18.

. Government remains committed to fiscal principles set out in the 2015-16 Budget
including reducing General Government sector debt to revenue ratio

. An additional fiscal principle has been adopted in the 2016-17 Budget to limit
growth in the size of the public service.

. Further debt reduction measures have been adopted in this budget most notably
the repatriation of $4 billion in surplus funds from the Defined Benefit Scheme.

. At the same time as further debt reductions, the Government has invested in
targeted initiatives to boost productivity through infrastructure investment.
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Transition to broader growth drivers
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1. Annual % change, CVM, 2013-14 reference year. 2015-16, 2016-17 and 2017-18 are forecasts. 2018-19 and 2019-20 are projections.
Sources: ABS 5220.0, Queensland Treasury Budget and Australian Treasury Budget.



Queensland is forecast to be the fastest growing state...
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Economic growth by state’
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1. CVM, 2013-14 reference year. 2015-16 are estimates; 2016-17 onwards are forecasts.

Source: Queensland Treasury and various state budgets.
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Transition to broader growth drivers
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Contributions to Queensland GSP growth
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1. CVM, 2013-14 reference year. 2015-16 are estimates; 2016-17 onwards are forecasts.

Source: Queensland Treasury.
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Queensland is a relatively diversified economy
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Exports boost overall economic growth
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1. CVM, Original (four quarter rolling sum), 2013-14 reference year.

Source: Queensland State Accounts.



As expected, the lower A$ is helping services exports
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Agriculture to benefit from improved rainfall outlook
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Employment conditions improving
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Labour Market, Queensland
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Note: Year-average. 2016-17 onwards are forecasts/projections.

Sources: ABS 6202.0 and Queensland Treasury. 10



Fiscal Outlook: 2016-17 Budget

« Operating surpluses of $3.2 billion over forward estimates

« Operating surplus of $867 million for 2016-17 — largest in
a decade

* Revenue growth (3.2%) outpacing expenses growth
(2.9%)

« General Govt debt $10.4 billion lower than 2014-15
Budget projection

* Debt to revenue ratio down from 87% in 2014-15 to 71%
in 2015-16



Fiscal Principles

« The Government will target ongoing reductions in Queensland's relative debt burden,
as measured by the General Government debt-to-revenue ratio.

« The Government will target a net operating surplus that ensures any new capital
investment is funded primarily through recurrent revenues rather than borrowing.

+ The General Government capital program will be managed to ensure a consistent flow
of works to support jobs and the economy and reduce the risk of backlogs emerging.

« Maintain competitive taxation by ensuring that General Government sector own-source
revenue remains at or below 8.5% of nominal gross state product, on average, over
the forward estimates.

« Target full funding of long-term liabilities such as superannuation and WorkCover
Queensland (WorkCover) in accordance with actuarial advice.

« Maintain a sustainable public service by ensuring overall growth in full-time equivalent
employees does not exceed population growth from 2017-18.
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Fiscal Principle - falling debt to revenue ratio

General Government debt to revenue ratio e Continued improvement in
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Fiscal Principle - Funding of new capital investments

Net operating cash flow as a proportion of purchases of non-

financial assets Fiscal Principle
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Fiscal principle - Forecast surpluses
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. 2015-16 estimated surplus
of $152 million.

. For 2016-17 Budget
forecast surplus of $867
million — largest surplus for
a decade.

. Surpluses forecast in each
of the next 4 years — $3.2
billion
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Diversified sources of revenue
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Expense measures

Strategies to manage expenditure growth:

. Reprioritisation
- $450 million over 2016-17 to 2018-19 to support whole-of-Government priorities;

- builds on $1.125 billion of reprioritisations in the 2015-16 Budget.

. Focus on FTE numbers following a period of service restoration — new
fiscal principle to keep FTE growth within population growth.

. Controlled employee expenses growth.

. Strong focus on cost of key services, e.g. health and education.
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Enhanced Debft Action Plan

Defined Benefit Scheme

$10b surplus

All payouts guaranteed by legislation

Only fully funded scheme in Australia

Scheme funding as at 30 June 2015
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Reduction in General Government Debt
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Non-financial Public Sector- debft reductions N

—

NFPS Debt  NFPS debt expected to be
$72.7 billion at 30 June 2016 —
$7.904 billion less than
2014-15 Budget estimate.

84 %2014-15 Budget 12015-16 Budget ®2016-17 Budget

82

80

~
oo

» By 2017-18, NFPS debt
expected to reach $76.939
billion - $5.131 billion less than
projected in 2014-15 Budget.

billion

$
\'
PN

~
N

~
o

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

21



Strategies
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$405 million Advance Queensland
. Includes $225 million Advance

Creating
Jobs

Queensland acceleration

$19.7 million Biofutures roadmap

$33 million Connecting with Asia
tourism strategy

) $40 million Industry Attraction Fund

Two new trade offices in China and
Singapore

$2 billion State Infrastructure Fund

O $10.7 billion in 2016-17

Growing C
Innovation
Attracting —@
Investment
S 8—'—.
Y/ *
Building 7
Infrastructu re

31,000 jobs supported in 2016-17
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Infrastructure Delivery without State funding

Market-Led Proposals

« Strong response — 80 preliminary proposals

« 27 proponents submitted formal stage 1 proposals

» Four proponents have been approved to deliver detailed proposals by late 2016

« These four proposals worth $665 million

Northern Australia Infrastructure Facility (NAIF)
« $5 billion in concessional finance from Commonwealth
« Commonwealth legislation to establish NAIF came into effect from 1 July 2016

« Encourage and complement private sector investment in economic infrastructure



Summary: Strong Government Resolve

Queensland Strengths

Predictable and supportive institutional framework
Exceptional liquidity

Strong economy

Strong financial management

Fully funded defined benefit superannuation scheme

Effective Budget Strategy

Budgetary performance continuing to improve

Spending contained within pace of revenue growth

Affordable budget measures that target economic strengths and diversification
Debt Action Plan reducing debt burden

Fiscal principles drive decision-making.



