Chapter 3:
General Government Sector Revenues

3.1
INTRODUCTION

In last year’s Budget, the Government embarked on a medium-term tax reduction plan with the objective of enhancing the climate for business investment and employment growth in New South Wales.  The first step in that plan included payroll tax reductions and provision for further tax reductions in the forward estimates.

Tax reductions announced in the 2000‑01 Budget represent another step in that plan.  Together with the measures introduced last year, revenue will be reduced by $611 million in 2000‑01 (see Table 3.1).

Table 3.1: Tax Reduction Measures

	Initiative
	Revenue Impact*

	
	1999‑2000
	2000‑01
	2001-02
	2002-03
	2003-04

	
	$m
	$m
	$m
	$m
	$m

	Previously announced measures
	
	
	
	
	

	Decrease land tax rate from 1.85% to 1.7%, effective 31.12.99
	(-) 67    
	(-) 81
	(-) 84
	(-) 86
	(-) 88

	Payroll tax rate reductions:
	
	
	
	
	

	  From 6.85% to 6.7%, effective 1.7.99
	(-) 80
	(-) 93
	(-) 101
	(-) 106
	(-) 113

	  From 6.7% to 6.4%, effective 1.7.99
	(-) 161
	(-) 187
	(-) 201
	(-) 213
	(-) 225

	  From 6.4% to 6.2%, effective 1.7.01
	
	
	(-) 123
	(-) 142
	(-) 150

	  From 6.2% to 6.0%, effective 1.7.02
	
	
	
	(-) 130
	(-) 150

	Provision for future tax reductions from 2001-02
	
	
	(-) 150
	(-) 175
	(-) 185

	Phase out of $43 third-party motor vehicle registration levy, completed 1.7.00
	(-) 85
	(-) 112
	(-) 112
	(-) 112
	(-) 112

	Parking Space Levy changes, effective 1.7.00
	
	25
	25
	25
	26

	Remove surcharge on motor vehicle registration fees and transfer fees, effective 1.7.00
	
	(-) 36
	(-) 36
	(-) 36
	(-) 36

	Total - previously announced measures
	(-) 393
	(-) 484
	(-) 782
	(-) 975
	(-) 1,033

	New Initiatives
	
	
	
	
	

	Bring forward payroll tax reduction to 6.2% to 1 January 2001
	
	(-) 52
	(-) 11
	
	

	First Home Plus, effective 1.7.00
	
	(-) 52
	(-) 56
	(-) 59
	(-) 63

	Insurance stamp duty rate decrease from 11.5% to 10.0%, effective 1.10.00
	
	(-) 23
	(-) 38
	(-) 40
	(-) 42

	Total - new initiatives
	
	(-) 127
	(-) 105
	(-) 99
	(-) 105

	Total - Tax changes since 1 July 1999
	(-) 393
	(-) 611
	(-) 887
	(-) 1,074
	(-) 1,138


*Revenue impacts expressed in nominal dollars.

The new Commonwealth-State financial arrangements (see Chapter 8, Financial Arrangements with the Commonwealth) will significantly alter the composition of total revenue from 2000‑01.  The main changes are:

· A number of State taxes will be abolished or reduced.  The Accommodation Levy, and Safety Net Revenue Payments in respect of tobacco, alcohol and petrol (classified as State taxes by the ABS, although for constitutional reasons collected by the Commonwealth), will be abolished from 1 July 2000.  Financial Institutions Duty and stamp duty on quoted marketable securities will be abolished from 1 July 2001.  State gambling taxes will be reduced from 1 July 2000 to take account of the impact of the GST on gambling operators.

· Commonwealth GST Revenue Grants will replace Financial Assistance Grants (FAGs) and revenue from abolished State taxes, as well as providing funds for a number of expenditure programs connected with the introduction of the GST.  The Commonwealth also will provide Budget Balancing Assistance Payments to meet its guarantee that in the transition to the GST each State's budget will be no worse off than if the GST and related reforms had not been implemented.

Movements in the major revenue components in 2000‑01 compared with previous years should therefore be treated with caution.  With that caveat in mind, in 2000‑01:

· Taxation revenue is expected to fall by 17.1 percent, chiefly as a result of the abolition and reduction of some State taxes, tax rate reductions over and above those associated with national tax reform, and an expected decline in stamp duties from conveyances and share transactions.  Abstracting from national taxation changes, NSW taxation revenue is estimated to remain virtually unchanged.  

· Commonwealth grants are expected to increase by 34.6 percent mainly reflecting the substitution of Commonwealth GST Revenue Grants for FAGs and abolished State taxes.  Again abstracting from these changes, Commonwealth grants would increase by around 3.5 percent.

· Following last year’s practice, Budget revenues are presented on an accrual basis.  While there are few differences between cash and accrual estimates for most revenues, financial distributions from Public Trading and Financial Enterprises are significantly affected, requiring caution when comparing these estimates with those published before 1998-99.

Table 3.2: Summary of Revenues 85%
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Chart 3.1:
Summary of Total Revenues, 2000‑01
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3.2
TaxATION Measures

Measures Introduced Since the 1999‑2000 Budget

A number of taxation measures have been announced since the 1999‑2000 Budget.

New Tax System Changes

Under the Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations (IGA):

· the Accommodation Levy will be abolished from 1 July 2000;

· Wholesale Sales Tax Equivalents (levied on state enterprises for reasons of competitive neutrality) will be abolished from 1 July 2000;

· the Safety Net Revenue arrangements in respect of tobacco, alcohol and petrol (under which revenue is collected by the Commonwealth and passed to the States) will cease from 1 July 2000;

· Financial Institutions Duty will be abolished from 1 July 2001; and

· stamp duty on the transfer of shares and securities quoted on exchanges will be abolished from 1 July 2001.

GST Revenue Grants and Budget Balancing Assistance Payments from the Commonwealth will offset revenue foregone through the abolition of these taxes.

For the future, Debits Tax is scheduled to be abolished by 1 July 2005, subject to review by the joint Commonwealth-State Ministerial Council established to oversee operation of the IGA.  The Ministerial Council also will review, by 2005, the need for States to retain certain other stamp duties, including those on non-residential conveyances, leases, hirings, loan securities, and shares and securities not quoted on exchanges.

In addition, the States and Territories are required to “adjust their gambling tax arrangements to take account of the impact of the GST on gambling operators”.  The GST will be levied on gambling revenues as one-eleventh of the difference between the total amount wagered and total monetary prizes.

To comply with the IGA, NSW gambling tax arrangements will be changed either by reducing existing tax rates or by reimbursing operators the amount of GST paid where tax rate adjustments are not possible.  GST Revenue Grants and Budget Balancing Assistance Payments from the Commonwealth will offset revenue foregone through these adjustments in gambling taxation.

Racing/Sports Betting

· The tax rate on off-course and on-course totalisators and fractions will be reduced from 28.2 percent to 19.11 percent.

· The tax rate on TAB fixed odds sports betting will be reduced from 20.0 percent to 10.91 percent.

· Bookmakers will be reimbursed the amount of GST paid on their fixed odds betting operations (both racing and sports betting).  Reimbursement will not exceed State tax payments by bookmakers.  A tax rate adjustment was not possible because bookmakers are currently taxed on a turnover basis and there is no reliable data available to make a reasonably accurate adjustment to the tax rate to take account of the GST.

· For domestic (non-TAB) totalisators that currently receive a full rebate of State tax, the Government will provide GST transitional assistance in the form of a single payment representing the present value of GST tax liabilities to 30 June 2004 based on totalisator gross profits for the year to 30 June 1999.  A discount rate of 8.2 percent will be used.  It is estimated that these payments will total $0.1 million.

Casino Gaming Operations

· The tax rate on gaming machines will be reduced from 22.5 percent to 13.41 percent.

· The marginal tax rates on tables will be reduced such that the minimum tax rate is reduced from 20.0 percent to 10.91 percent and the maximum tax rate is reduced from 45 percent to 35.91 percent.

· The amount of GST paid on the casino’s international highroller program will be reimbursed.  A tax rate adjustment was not possible in this case due to the fact that the Casino pays a fixed non-refundable amount of $6 million per annum on the first $60 million in revenue.  In addition, the GST legislation allows the potential for the GST base to vary from the State tax base.

Hotel and Club Gaming Operations

· For hotel gaming operations the marginal tax rates will be reduced as shown in Table 3.3.

Hotel Gaming Machine Tax Rates

	Profit
	Current Marginal Rates
	Marginal Rates from 
1 July 2000

	$
	%
	%

	Up to 25,000
	15.0
	5.91

	25,001 – 400,000
	25.0
	15.91

	400,001 – 1 million
	35.0
	25.91

	In excess of 1 million
	40.0
	30.91


· For club gaming machine operations the marginal tax rates will be reduced as shown in Table 3.4.

Table 3.3: Annual Club Gaming Machine Tax Rates

	Profit
	Current Marginal Rates
	Marginal Rates from 
1 July 2000

	$
	%
	%

	Up to 100,000
	0.00
	0.00

	100,001 – 200,000
	1.00
	0.00

	200,001 – 1 million
	20.00
	10.91

	In excess of 1 million
	26.25
	17.16


· Because it is not possible to effect a full GST offset by adjusting State tax rates, registered clubs still will pay more in total tax (including the GST) under the revised State tax structure than they do currently.  While the State Government is not obliged under the IGA to provide additional assistance to clubs to offset this increased tax burden, the Government recognises that this burden could cause financial difficulties for a number of clubs in the short-to-medium term.

· The Government will therefore provide registered clubs with transitional assistance payments.  To avoid ongoing administrative costs, these payments will take the form of a single payment to each club representing the estimated present value of additional tax liabilities to 30 June 2004 based on each club’s gaming profits for the assessment year to 30 November 1999.  A discount rate of 8.2 percent will be used.  It is estimated that these payments will total $68.3 million.

· The payment will be included in New South Wales’ Guaranteed Minimum Amount for purposes of calculating the Budget Balancing Assistance payments from the Commonwealth.  

Other Gambling and Betting

· For Keno operations the basis of taxation will be changed from subscriptions to player loss (total amount wagered less return to player) and tax rates reduced to offset the GST.  This will result in marginal tax rates as shown in Table 3.5.

Table 3.4: Keno Tax Rates

	Profit
	Current Rates 
General Games* (subscription basis)
	Current Rates 
Heads or Tails# (subscription basis)
	Equivalent Current Rates
 All Games 
(profit basis)
	Rates from 
1 July 2000

	$
	%
	%
	%
	%

	Up to 86.5 million
	4.5
	3.6
	18.0
	8.91

	Above 86.5 million
	6.0
	4.8
	24.0
	14.91


*
Player return is minimum of 75% 
#
Player return is minimum of 80%

· For NSW Lotteries operations, the general duty rate on all licensed products will be reduced from 15 percent to 10.95 percent.

Parking Space Levy

On 2 May 2000, the Minister for Transport announced that the Parking Space Levy will be increased with effect from 1 July 2000 from $400 to $800 per off‑street, non-residential parking space in the Sydney, North Sydney and Milsons Point business districts.

In addition, the Minister announced that the parking space levy will be extended to the business areas of St Leonards, Chatswood, Parramatta and Bondi Junction at a rate of $400 per space.  The levy in these areas will apply only to parking stations and office spaces and will exempt retail, hotel, motel, club, restaurant and medical centre spaces.  The measures are estimated to increase revenue by $24.7 million in 2000‑01, and the same in a full year.  The legislation imposing the levy allocates revenue from the Parking Space Levy to the Department of Transport for the provision of new public transport infrastructure, such as rail, bus and ferry interchanges, commuter car parks and ferry wharves.

Motor Vehicle Stamp Duty Concession for War Veterans

In January 1998 the Government provided a stamp duty exemption to Totally and Permanently Incapacitated (TPI) war veterans on the purchase of a new or second‑hand motor vehicle.

On 11 November 1999, the Premier announced an extension of this exemption to all war veterans receiving Extreme Disablement Adjustment (EDA) pensions, Intermediate Service pensions, and 70 percent or higher of the disability pension from the Department of Veterans Affairs.  The concession is estimated to cost $1.2 million in 1999‑2000, and $2 million in a full year.

2000‑01 Budget Tax Measures

The tax measures for the 2000‑01 Budget are summarised in Table 3.6.

Table 3.5: 2000‑01 Budget Tax Measures

	Initiative
	Revenue Impact

	
	2000‑01
	Full Year*

	
	$m
	$m

	Bring forward the payroll tax rate reduction from 6.4% to 6.2% by six months to 1 January 2001
	(-) 52
	..

	Reduce the stamp duty rate on general insurance from 11.5% to 10.0%, where the period of insurance begins on or after 1 October 2000
	(-) 23
	(-) 36

	First Home Plus 
	(-) 52#
	(-) 56#


*   Full year impacts are expressed in 2000‑01 dollars.  
#   Revenue impact compared with existing First Home Purchase Scheme.

Reduction in Payroll Tax

In the 1999‑2000 Budget, it was announced that the payroll tax rate would be reduced from 6.4 percent to 6.2 percent from 1 July  2001.  That reduction is now being brought forward by six months to 1 January 2001, at a cost of $52 million in 2000‑01.  As also announced in the 1999‑2000 Budget, from 1 July 2002 the rate of payroll tax will be reduced further, to 6.0 percent, at a full year cost of $142 million.  The total cost of committed payroll tax reductions in 2000‑01 is $332 million, rising to $638 million by 2003‑04.

Stamp Duty on General Insurance

The stamp duty rate on certain types of general insurance will be reduced from 11.5 percent to 10.0 percent where the period of insurance begins on or after 1 October 2000.  This will decrease the cost of insurance on household and certain types of commercial insurance.  The reduction will, for instance, cut the premium on a typical home building and contents policy by around $10.  The estimated cost to revenue is $23 million in 2000‑01 and $36 million in a full year.

First Home Plus

Under the current NSW First Home Purchase Scheme, first home purchasers are currently eligible for a 50 percent discount on contracts and conveyances stamp duty, and a total exemption from mortgage stamp duty.  The concessions are subject to income thresholds of $57,000 for families and $39,000 for individuals and property thresholds of $170,000 in the metropolitan area and $150,000 elsewhere in New South Wales (and vacant land thresholds of $80,000 in the metropolitan area and $70,000 elsewhere in New South Wales).

This scheme will be abolished from 30 June and replaced with a new assistance package called First Home Plus.

First Home Plus will apply to contracts signed on or after 1 July 2000.  All first home buyers will receive a total exemption from contracts and conveyances and mortgage stamp duties for metropolitan property values up to $200,000 and for property values elsewhere in New South Wales up to $175,000.  The contracts and conveyances and mortgage stamp duty exemptions will phase out between $200,000 and $300,000 for metropolitan property values, and between $175,000 and $250,000 for property values elsewhere in New South Wales.  For vacant land, the threshold value will increase to $95,000 in the metropolitan area, with the exemptions phasing out between $95,000 and $140,000, and to $80,000 elsewhere in New South Wales, phasing out between $80,000 and $110,000.

The income test will be abolished.  With the property value threshold and phasing-out arrangements targeting assistance to those most in need, the income test unnecessarily complicates administration of the scheme.  Combined, the measures are estimated to cost $52 million in 2000‑01.

Assistance to first home buyers under First Home Plus is additional to assistance being provided under the joint Commonwealth-State First Home Owners Scheme (FHOS) being introduced as part of national taxation reform (see Chapter 4, General Government Sector Service Delivery).  

Under the IGA, to offset the impact of the GST on home buyers, all States and Territories have agreed to fund and administer a new uniform FHOS.  Eligible applicants will be entitled to a $7,000 grant on the purchase of a new or established dwelling on entering binding contracts, or the commencement of building in the case of owner builders, on or after 1 July 2000.  The additional outlays required of the States will be included in the determination of budget guarantee payments under the IGA.

The combined effect of these two measures for eligible first home buyers will be to provide assistance of around $13,070 for the purchase of a new home valued at $200,000 in the metropolitan area, and around $12,100 for the purchase of a new home valued at $175,000 anywhere in New South Wales.

3.3
detailed revenue estimates

3.3.1
State Revenues

Taxation

Taxation revenues are projected to be 5.8 percent greater in 1999‑2000 than 1998‑99.  They are expected to exceed the 1999‑2000 Budget estimate by more than 7 percent as a result of stronger than expected asset and labour markets.  Contracts and Conveyances Duty, Payroll Tax and Marketable Securities Duty contributed just under 75 percent of the variance.

Economic and employment growth in 1999‑2000 were substantially stronger than expected at Budget time, having a significant positive impact on revenues.  
In addition, economic parameters in the 1999‑2000 Budget were predicated on unchanged policy, and therefore excluded the possible impacts of the Commonwealth’s then-proposed tax reforms.  It was suggested that if the New Tax System legislation were passed by the Commonwealth Parliament, the likely impact on 1999‑2000 outcomes would be modest, with the possible exception of a few sectors such as motor vehicle sales and dwelling construction.  In the event, the impending introduction of the GST has significantly lifted some revenue items, particularly contracts and conveyancing duty, with the bringing forward of transactions into 1999‑2000.

Table 3.7 provides detailed estimates of revenue from taxation for the period to 2003-04.  The largest single source of taxation revenue continues to be payroll tax followed by stamp duty from contracts and conveyances.  The large fall in revenue from “other taxes” in 2001‑02 reflects the unallocated provision for future tax cuts contained in the 1999‑2000 Budget, at a full year cost of $175 million.

Table 3.6: Taxation Revenue 80%
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Table 3.7:
Taxation Revenue (cont.) 80%
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Contracts and Conveyances Duty

Stamp duty on contracts and conveyances represents the largest single component of stamp duty revenues.  Conveyancing duty, and marketable securities duty, represent the most volatile revenue sources available to the State.  Chart 3.2 shows the contribution of these revenues to the movement in total stamp duty revenues (with the decline in marketable securities duty revenue from 2001‑02 reflecting abolition of stamp duty on transfers of quoted marketable securities from 1 July 2001).

Chart 3.2:
Stamp Duty Revenues
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Contracts and conveyance revenue in 1999‑2000 is expected to be around $500 million or nearly 30 percent above the original Budget estimate.  
(In Table 3.7, contracts and conveyances duty includes revenue from the First Home Purchase Scheme (and from 2000‑01 First Home Plus), identified separately in previous Budget Papers.)

In the 1999‑2000 Budget, revenues were forecast to decrease at a relatively moderate rate over the course of the year.  This view was based on the plateauing of revenue in the first half of calendar 1999, an expected easing in economic activity generally through 1999‑2000, and the assumption of no change in the national taxation system.  The passing of the Commonwealth’s tax reform package, which encouraged home buyers to bring forward purchases, contributed to a resurgence in the property market in the second half of 1999 and into 2000, reinforced by a significantly stronger than expected economy and labour market.

For 2000‑01, contracts and conveyances revenue is forecast to decline by 22.4 percent, to $1,746 million (a decline of 20.2 percent excluding the cost of First Home Plus).  

This forecast is based on the assumption that the property market will be more subdued in 2000‑01.  Interest rates have risen and are assumed to increase a little further, which should curb consumer confidence and erode housing affordability.  The bringing forward of transactions due to uncertainty associated with the introduction of the GST will reinforce the decline in revenue next year.  

Chart 3.3:
Contracts and Conveyances Duty - Annual Revenue, percentage Change on Previous Year
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Historically, downturns in the property market tend to be very sharp with monthly revenues typically declining by up to 50 percent within 12 months of the peak.  Chart 3.3 shows the year-to-year volatility of revenue from contracts and conveyances duty.

The weakening in activity assumed for 2000‑01 is expected to be of lesser severity than experienced in the late-1980s.  On this occasion, economic activity is expected to continue to be relatively strong in 2000‑01, and unemployment is expected to continue to decline, remaining a positive influence on consumer sentiment.  The growth of revenue in the latest property market cycle has been less marked than in earlier cycles, and any decline in revenue should be correspondingly less severe.  Monthly revenues are expected to decline by around 30 percent from recent high levels, bottoming in mid-2001.

Further out, the full impact of the decline in monthly revenues will flow through to revenues in 2001‑02.  Later in the forecast period, revenues are assumed to increase moderately and move back towards trend.  Replacing the First Home Purchase Scheme with First Home Plus, effective from 1 July 2000, is estimated to decrease contracts and conveyances revenue by around $60 million by 2003‑04.

Other Stamp Duties

Collections for 1999‑2000 are anticipated to be around $260 million, or 13.2 percent, above the level predicted at Budget time, due mainly to stronger revenues for marketable securities, mortgage and motor vehicle registration duty.

Marketable securities duty was boosted by much higher than expected share market activity, stemming principally from the boom in IT company floats and technology-related shares, the Telstra 2 float, and Commonwealth capital gains tax reforms which encouraged the realisation of share market gains.  Growth in mortgage duty revenue was linked to strong property market activity and credit growth.  Motor vehicle duty exceeded estimates notwithstanding the impending introduction of the GST.  Car dealers met fears of a “buyers’ strike” in anticipation of cheaper prices after the GST with heavy price discounting and attractive package deals, keeping market activity relatively high in a generally buoyant economy.

For 2000‑01, other stamp duty revenue is expected to be slightly lower than in 1999‑2000.  The main contributors will be lower marketable securities duty, reflecting a more subdued share market; lower mortgage duty, reflecting a less robust property market; and flat insurance duty, reflecting the reduced tax rate.  Financial institutions duty is expected to grow as economic growth continues to be relatively strong, but will not be sufficient to offset the revenue declines in other areas.

The main factor behind sharp falls in other stamp duty revenue in the forward years is the abolition of financial institutions duty and marketable securities duty on quoted securities from 1 July 2001.  The full-year effects of the reduced insurance duty rate also will moderate growth.  With those exceptions, other stamp duties are expected to grow broadly in line with economic activity for the forward years, with mortgage duty reflecting the growth in contracts and conveyance duty and credit.

Payroll Tax
Collections for 1999‑2000 are expected to be $126 million, or 3.5 percent, higher than forecast at Budget time.  The higher than anticipated outcome is chiefly due to a stronger than anticipated labour market and one-off factors, such as extra spending on Y2K and GST implementation.

Despite continued employment growth and a boost to revenue from a rise in the Superannuation Guarantee Levy, revenue growth in 2000‑01 will be moderated by the bringing forward of the payroll tax rate reduction from 6.4 percent to 6.2 percent by six months to 1 January 2001, and the absence of the one-off factors that increased revenue in 1999‑2000.  Annual growth in revenue will be constrained over the rest of the forecast period due to the full year effect of the payroll tax rate cut to 6.2 percent in 2001-02 and a further reduction in the rate of tax to 6.0 percent on 1 July 2002.

Land Tax

Land Tax revenues in 1999‑2000 were revised upwards due to stronger than expected property markets.  Nevertheless, revenue is expected to be lower than in 1998-99 following the reduction in the tax rate from 1.85 percent to 1.7 percent on 31 December 1999.  Indexation of both the investor and premium property tax thresholds reduced 1999‑2000 revenue by an estimated $28 million.

Over the forward years, Land Tax revenues are expected to grow in line with increasing land values subject to continued indexation of both the investor and premium property tax thresholds.  Indexation is estimated to reduce revenue by $17 million in 2000‑01.

It should be noted that Land Tax revenue is the only taxation item for which the accrual‑based estimates differ significantly from the cash-based estimates.

Taxes on Motor Vehicle Ownership and Operation

Motor vehicle weight tax and vehicle registration fees are the largest two components of this category, representing over 90 percent of revenue in 1999‑2000.  Also included are motor vehicle registration transfer fees and miscellaneous taxes.

Collections for 1999‑2000 are expected to be slightly higher than estimated at Budget time, mainly due to higher than expected weight tax revenue associated with the growth in the stock of motor vehicles.

Revenue for this category will decline slightly in 2000‑01.  The decline reflects the total abolition of the $43 third-party motor vehicle registration levy from 1 July 2000 (completing a phasing out commenced on 1 July 1998) and the conclusion of the temporary surcharges on registration and transfer fees (imposed from 1 February 1998 to 1 July 2000).  These measures combined will reduce revenue by $63 million in 2000‑01.

Accommodation Levy

Collections for 1999‑2000 are likely to be slightly above last year’s Budget forecast due to stronger than expected occupancy levels, including conventions, New Year’s celebrations and pre-Olympics tourism.  The accommodation levy will be abolished from 1 July 2000 as part of national tax reform.

Gambling Taxes

Revenue from gambling taxes in 1999‑2000 is expected to be slightly above the budget estimate.  Gambling revenues will decline in 2000‑01, mainly reflecting the adjustment to gambling taxation arrangements required of the States to take into account the impact of the GST on gambling operators.

Safety Net Revenues

In 1999‑2000, revenue replacement payments for tobacco were above expectations because of higher than expected wholesale price increases and a change in the way this item was paid to the States.  Since the introduction of the Commonwealth’s “per stick” tobacco excise regime in November 1999, tobacco revenue replacement payments have been based on long-term trends in consumption and real price movements.  Under the IGA, the safety net arrangements will cease from 1 July 2000.

The cost of subsidies associated with the safety net arrangements has been included in previous Budget papers as an offset to safety net revenues.  With the cessation of the safety net arrangements, in 2000‑01 and forward years any remaining subsidies now appear as an expenditure item.

Commonwealth Grants

In 1999‑2000 Commonwealth payments in aggregate will be above Budget time estimates by about $135 million or 1.4 percent, due largely to increased specific purpose payments.  Table 3.8 provides estimates of Commonwealth payments (capital and recurrent) for the period to 2003‑04.

Under tax reform arrangements, Commonwealth payments in 2000‑01 will reflect the abolition of a number of State taxes and FAGs and their replacement with GST Revenue Grants and Budget Balancing Assistance from the Commonwealth.  General purpose payments in 1999‑2000 ($5,173 million) and 2000‑01 ($7,644 million, excluding $674 million designated by the Commonwealth as a loan) cannot therefore be directly compared since they reflect different policy environments.

Growth in specific purpose payments of about 3.2 percent in 2000‑01 reflects increased funding for both recurrent and capital purposes.  In the forward years, growth in Commonwealth specific purpose payments in aggregate is expected to roughly approximate the inflation rate.

Table 3.7: Commonwealth Grants 80%
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2000-01

2001-02

2002-03

2003-04

Actual

Budget

Revised

Budget

$m

$m

$m

$m

$m

$m

$m

General Revenue Grants

4,806

5,162

5,173

152

233

238

243

Budget Balancing Assistance 

  payments

...

...

...

986

669

659

391

GST Revenue Grants

...

...

...

7,180

8,618

8,892

9,372

Less: 

State Fiscal Contribution

102

...

...

...

...

...

...

Net General Purpose Payments

4,705

5,162

5,173

8,318

9,520

9,789

10,006

Specific Purpose Payments 

Companies Regulation

44

45

45

46

47

49

50

Technical and Further Education

275

306

302

313

322

332

343

Schools

603

534

580

590

600

607

622

Highly Specialised Drugs

83

97

87

102

105

108

112

Australian Health Care Grant                             

1,905

1,969

1,999

2,104

2,219

2,342

2,412

Home and Community Care

156

160

160

173

176

178

181

Supported Accommodation                                        

  Assistance

44

45

45

45

46

47

47

Assistance to Disabled

110

116

118

124

131

132

134

Pensioner Concessions

53

54

54

56

57

58

58

Debt Redemption Assistance

64

10

10

10

9

9

9

Blood Transfusion Services

19

22

20

23

24

24

25

National Land Care

50

44

50

51

39

39

39

Public Housing

256

253

253

269

266

262

243

Australian Land Transport                               

  Development

319

301

318

323

367

332

301

Housing

37

37

37

40

40

40

37

Other

186

208

246

195

158

165

142

4,204

4,201

4,324

4,464

4,606

4,724

4,755

Total Grants

8,911

9,363

9,498

12,780

14,125

14,513

14,760

1999-00

Forward Estimates


The large step up in total Commonwealth grants in 2000‑01 stems largely from increased General Purpose Payments.  The increased General Purpose Payments merely compensate New South Wales for taxes abolished under the IGA and extra spending required by the IGA.  It therefore does not provide scope for increased spending beyond that already included in the forward estimates.

Financial Distributions
Dividends represent a return on equity invested by taxpayers in business enterprises while tax equivalent payments are intended to mirror as closely as possible tax liabilities that would be incurred if the entity concerned was owned by the private sector.

Table 3.9 provides estimates of financial distributions for the period to 2003-04.  Consistent with practice for other revenues, income from Public Trading and Financial Enterprises is presented on an accruals basis.  For most taxes and grants, differences between cash and accruals estimates are not very significant.  However, an accruals basis for reporting income from public enterprises significantly affects the timing of receipts, resulting in significant differences from revenues reported on a cash basis.

Table 3.8: Financial Distributions from Public Trading and Financial Enterprises (accruals basis) 85%
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2001-02

2002-03

2003-04

Actual

Budget

Revised

Budget

$m

$m

$m

$m

$m

$m

$m

Dividends 

Electricity 

409

488

422

365

372

412

478

Water and Waste Services

139

153

143

128

143

135

149

Property and Resources

56

72

69

88

57

40

35

Financial Services

184

14

16

18

18

16

15

Ports 

32

24

33

31

32

32

31

Transport 

105

55

87

95

97

92

104

Other

17

20

15

13

14

13

13

941

826

784

738

732

740

824

Income Tax Equivalents

Electricity 

238

294

233

205

203

223

252

Water and Waste Services

101

109

111

151

136

145

150

Property and Resources

18

28

43

38

36

26

22

Financial Services

12

6

8

8

6

6

5

Ports 

25

19

23

18

18

18

19

Transport

22

21

24

25

21

19

21

Other

12

11

11

8

7

7

7

427

488

453

453

428

443

476

Dividend and Income Tax 

Equivalents

1,368

1,314

1,237

1,191

1,160

1,183

1,300

Sales Tax Equivalents

69

57

65

5

…

…

…

Capital Restructure

…

…

…

2,400

…

…

…

Other Income

6

10

29

11

4

…

2

Total

1,444

1,381

1,331

3,608

1,164

1,183

1,302

1999-00

Forward Estimates


Chart 3.4:
Financial Distributions from Public Trading and Financial Enterprises #
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Chart 3.4 shows a declining trend for financial distributions since 1997-98 mainly due to the impact of greater competition in the electricity generation sector.

In 1999‑2000, dividends and income tax equivalents are expected to be around $77 million lower than estimated.  This mainly reflects lower than expected distributions from the Electricity and Water and Waste sectors.  The reduced contribution from the Electricity sector is largely due to lower returns from the distribution sector.  A reduction in Sydney Water’s profitability, due to the introduction of a voluntary redundancy program, is the main factor behind the lower than expected outcome for the Water and Waste sector.  The voluntary redundancy program and other efficiency initiatives being pursued by Sydney Water are expected to reduce future operating costs.

In 2000‑01, dividends and income tax equivalents are expected to decrease by 3.7 percent, excluding the impact of capital restructure proceeds.  The sharp decline in Sales Tax Equivalent revenue reflects the abolition of the Wholesale Sales Tax Equivalent regime under the new national taxation arrangements.

The $2.4 billion from capital restructure in 2000‑01 results from a restructuring of the balance sheets of electricity transmission and distribution enterprises 
(see Chapter 1).  Accrual accounting conventions require the capital restructure transaction to be entered as revenue in the general government accounts.  
It is treated as an abnormal item in the General Government Sector Operating Statement  (see Chapter 2).  Proceeds will be used to retire General Government Sector debt.

Other Revenues

Table 3.9: Other State Revenues 80%
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Actual

Budget

Revised

Budget

$m

$m

$m

$m

$m

$m

$m

Licences

91

125

139

119

72

70

94

Fees

101

101

96

102

103

103

91

Fines

238

218

186

226

230

231

205

Royalties

202

212

212

208

215

224

231

Fire Brigades Levy on                                        

  Local Government

35

37

37

39

39

38

37

Other State Revenues

140

89

110

98

76

77

78

Total Other Revenue

807

782

782

793

736

743

737

Forward Estimates

1999-00


Licences

This item mainly consists of drivers’ and riders’ licences.  Revenue is volatile 
(see Table 3.10) because it is heavily influenced by the renewal pattern of three and five year drivers’ licences.

Fines

The main item in this category relates to fines under the Motor Traffic Act.  
The bulk of these fines are collected by the Police Service through on-the-spot infringement notices issued by Police and Parking Patrol Officers.  These fines are also collected through Local Courts for more serious offences and through the Roads and Traffic Authority which has the authority to cancel motor vehicle registrations or drivers’ licences unless infringement notices are paid.  

The lower than expected revenue in 1999‑2000 reflected reduced parking fines collected as a result of industrial action taken by Parking Patrol Officers from November 1999 to January 2000 and a decline in numbers of officers.

Royalties

Forecasts for royalties are predominantly associated with the volume of coal production.

3.3.2
Operating Revenues
Operating revenues represent revenues earned by Public Sector agencies in the normal course of their operations.  The primary source is user charges largely levied to recover costs.  Table 3.11 provides estimates of operating revenues for the period to 2003‑04.

Table 3.10: Operating Revenues 80%
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2001-02

2002-03

2003-04

Actual

Budget

Revised

Budget

$m

$m

$m

$m

$m

$m

$m

Sales of Goods and Services 

Rents and leases

134

120

125

123

128

126

127

Fees for Service

102

104

105

78

81

70

72

Entry Fees

15

18

17

19

18

19

19

Patient Fees

448

435

433

440

443

445

457

Department of Veterans Affairs             

  -Concord Hospital

196

194

223

209

214

219

224

Court Fees

101

101

89

94

100

102

105

Road Tolls

56

56

56

57

57

58

59

Operating Revenue

71

72

92

90

93

95

99

Income from Milk Agents

317

333

317

...

...

...

...

Commercial Land Sales

24

27

46

15

32

28

10

Other Sales of Goods and 

  Services

982

968

1,014

1,047

1,053

1,081

1,113

2,448

2,427

2,517

2,171

2,217

2,242

2,285

Investment Income

420

387

386

391

403

412

433

Grants and Contributions

485

401

397

421

315

288

297

Other Operating Revenues

302

219

346

280

221

197

172

Total Operating Revenue

3,655

3,434

3,645

3,263

3,157

3,140

3,187

1999-00

Forward Estimates


Sales of Goods and Services

Sales of goods and services include revenue from the use of government assets as well as other revenues generated by agencies in their normal trading activities.

The major sources of revenue in this category in 1999‑2000 were private patient fees in public hospitals, reimbursements from the Commonwealth for treating veterans and milk agent fees, which represent income on milk sales.  The decline in revenue in 2000‑01 mainly reflects the planned abolition of milk supply and price controls from 1 July 2000.  The Government will no longer act as an agent for the collection and payment of milk receipts.  This change has no net Budget impact, as there is a matching reduction in expenses.

Investment Income

Revenue from investment income includes interest on advances to Public Trading Enterprises, interest on T-Corp deposits and interest on private sector deposits.  
In 1999‑2000, revenues returned to more normal levels, having been boosted in 1998‑99 from monies borrowed and invested following the pre-payment in 1998‑99 of three years of normal superannuation contributions.

Grants and Contributions

This item mainly consists of contributions from Public Trading Enterprises and the private sector.  Receipts are expected to increase by 6.0 percent in 2000‑01, mainly because of reimbursements by the Sydney Organising Committee for the Olympic Games (SOCOG) to the Olympic Roads and Transport Authority and the NSW Police Service for Olympics-related transport and police and security services being provided by the Government on behalf of SOCOG.




Tax cuts implemented in 1999 and 2000 will reduce revenue by a total of $611 million in 2000-01, comprising $127 million in new measures announced in the 2000�01 Budget and $484 million in previously announced measures.  �These cuts are additional to the taxes removed as part of national taxation reform.


The 2000�01 Budget measures comprise: bringing forward by six months to 1 January 2001 the payroll tax rate cut to 6.2 percent; cutting the stamp duty rate on general insurance from 11.5 percent to 10.0 percent; and replacing the First Home Purchase Scheme with First Home Plus, which effectively abolishes conveyance duty for eligible first home buyers.


Changed funding arrangements associated with national taxation reform will have no net effect on the NSW Budget in 2000�01 and the forward estimates years.  According to current estimates, the New Tax System will not produce net financial gains for New South Wales until 2007�08.


Implementation of the Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations (IGA) will result in a large decline in tax revenue in 2000�01 matched by a large increase in Commonwealth grants.  Abstracting from these changes, tax revenue is projected to be virtually unchanged and Commonwealth grants to increase by 3.5 percent.


In 2000�01, total revenue, excluding the one-off increase in financial distributions arising from the capital restructure of some electricity enterprises, is projected to increase by 0.8 percent.
























































�  Growth rates may differ from those in Chapter 8 because of differences in scope and timing of receipt of Commonwealth monies between the Commonwealth and the States.
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Stamp Duties 







Contracts and Conveyances







1,916







1,747







2,249







1,746







1,686







1,756







1,904







Insurance







340







358







380







384







393







415







437







Mortgage







177







171







220







201







207







223







246







Marketable Securities







395







360







485







425







49







45







48







Motor Vehicle Registration                                                    







  Certificates







444







411







455







449







473







500







529







Financial Institutions Duty







557







580







595







634







54







...







...







Hire of Goods







65







70







73







76







80







84







89







Leases







37







39







45







47







48







51







54







Adhesive Stamps







3







4







2







2







3







3







3







Other Stamp Duties







9







6







8







7







7







8







8







3,942







3,747







4,512







3,971







3,000







3,084







3,318







Payroll Tax







3,605







3,616







3,742







3,931







4,146







4,258







4,503







Land Tax







948







830







889







921







948







971







991







Debits Tax







322







325







323







331







332







334







336







Taxes on Motor Vehicle Ownership and Operation







Weight Tax







698







709







724







756







785







815







844







Vehicle Registration and







  Transfer Fees







218







217







222







194







203







210







219







Other Motor Vehicle Taxes







132







44







44







19







19







20







21







1,048







970







991







969







1,007







1,046







1,084







Gambling and Betting 







Racing







191







197







197







137







143







148







153







Club Gaming Devices







557







590







600







409







427







458







487







Hotel Gaming Devices







255







324







359







323







320







342







362







Lotteries and Lotto







278







290







278







246







245







245







245







Casino







120







138







125







86







94







103







113







Other Gambling & Betting







17







19







19







11







12







13







14







1,419







1,558







1,578







1,212







1,241







1,309







1,374







Safety Net Revenues (Net of Subsidies)







Alcohol







310







332







317







31







...







...







...







Petroleum







619







636







615







66







...







...







...







Tobacco







1,046







1,021







1,083







21







...







...







...







1,975







1,989







2,015







118







...







...







...







1999-2000







Forward Estimates












