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THE REGISTRANT

The information set forth below is to be furnished:

1.

In respect of each issue of securities of the registrant registered, a brief statement as to:
(a) The general effect of any material modifications, not previously reported, of the rights of the holders of such securities.
No such modifications.

(b) The title and the material provisions of any law, decree or administrative action, not previously reported, by reason of which the security is
not being serviced in accordance with the terms thereof.

No such provisions.

() The circumstances of any other failure, not previously reported, to pay principal, interest, or any sinking fund or amortization installment.
No such failure.

A statement as of the close of the last fiscal year of the registrant giving the total outstanding of:

(a) Internal funded debt of the registrant. (Total to be stated in the currency of the registrant. If any internal funded debt is payable in a foreign
currency it should not be included under paragraph (a), but under paragraph (b) of this item.)

The face value of internal funded debt of the registrant as of June 30, 2021 totaled AUD 129.6 billion. This represents all of the registrant’s fixed
and floating indebtedness issued within Australia.

(b) External funded debt of the registrant. (Totals to be stated in the respective currencies in which payable. No statement need be furnished as
to intergovernmental debt.)

As of June 30, 2021, the external funded debt of the registrant, excluding the net value of currency swaps and forwards contracts, was as follows
(in millions):

Face Value
Repayable in United States dollars USD 1,739
Repayable in Japanese yen JPY 15,000
Repayable in Euros EUR 456
Repayable in Swiss francs CHF 110

A statement giving the title, date of issue, date of maturity, interest rate and amount outstanding, together with the currency or currencies in which
payable, of each issue of funded debt of the registrant outstanding as of the close of the last fiscal year of the registrant.

See Exhibit (d).



(a) As to each issue of securities of the registrant which is registered, there should be furnished a breakdown of the total amount outstanding,
as shown in Item 3, into the following:

(1) Total amount held by or for the account of the registrant.
Nil.

(2) Total estimated amount held by nationals of the registrant (or if registrant is other than a national government, by the nationals of its
national government); this estimate need be furnished only if it is practicable to do so.

Nil.
(3) Total amount otherwise outstanding.

As of June 30, 2021, the registrant had no outstanding registered securities under the Global A$ Bond Facility or the Medium-Term Note
Facility.

(b) If a substantial amount is set forth in answer to paragraph (a)(1) above, describe briefly the method employed by the registrant to reacquire
such securities.

Not applicable.
A statement as of the close of the last fiscal year of the registrant giving the estimated total of:
(a) Internal floating indebtedness of the registrant. (Total to be stated in the currency of the registrant.)

Apart from the internal floating indebtedness noted in Exhibit (e) under “Public Debt—Outstanding Domestic Australian Dollar Indebtedness as at
June 30, 20217, as of June 30, 2021, the registrant had no internal floating indebtedness.

(b) External floating indebtedness of the registrant. (Total to be stated in the respective currencies in which payable.)

Apart from the external floating indebtedness noted in Exhibit (¢) under “Public Debt—Outstanding Offshore Indebtedness”, as of June 30, 2021,
the registrant had no external floating indebtedness.

Statements of the receipts, classified by source, and of the expenditures, classified by purpose, of the registrant for each fiscal year of the registrant
ended since the close of the latest fiscal year for which such information was previously reported. These statements should be itemized as to be
reasonably informative and should cover both ordinary and extraordinary receipts and expenditures; there should be indicated separately, if
practicable, the amount of receipts pledged or otherwise specifically allocated to any issue registered, indicating the issue.

Reference is made to the registrant’s Financial Statements and the notes thereto contained in the Consolidated Financial Statements of the
registrant for the fiscal year ended June 30, 2021 filed herewith as Exhibit (c)(i).
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10.

(a) If any foreign exchange control, not previously reported, has been established by the registrant (or if the registrant is other than a national
government, by its national government), briefly describe the effect of any such action, not previously reported.

Not applicable.

(b) If any foreign exchange control previously reported has been discontinued or materially modified, briefly describe the effect of any such
section, not previously reported.

Not applicable.

Brief statements as of a date reasonably close to the date of the filing of this report (indicating such date) in respect of the note issue and gold
reserves of the central bank of issue of the registrant, and of any further gold stocks held by the registrant.

Not applicable.

Statements of imports and exports of merchandise for each year ended since the close of the latest year for which such information was previously
reported. The statements should be reasonably itemized so far as practicable as to commodities and as to countries. They should be set forth in
terms of value and of weight or quantity; if statistics have been established only in terms of value, such will suffice.

Not applicable.

The balance of international payments of the registrant for each year ended since the close of the latest year for which information was previously
reported. The statements of such balances should conform, if possible, to the nomenclature and form used in the “Statistical Handbook of the
League of Nations”. (These statements need be furnished only if the registrant has published balances of international payments.)

Not applicable.
4-



THE CO-REGISTRANT

The information set forth below is to be furnished:

1.

In respect of each issue of securities of the registrant registered, a brief statement as to:
(a) The general effect of any material modifications, not previously reported, of the rights of the holders of such securities.
No such modifications.

(b) The title and the material provisions of any law, decree or administrative action, not previously reported, by reason of which the security is
not being serviced in accordance with the terms thereof.

No such provisions.

() The circumstances of any other failure, not previously reported, to pay principal, interest, or any sinking fund or amortization installment.
No such failures.

A statement as of the close of the last fiscal year of the co-registrant giving the total outstanding of:

(a) Internal funded debt of the co-registrant. (Total to be stated in the currency of the co-registrant. If any internal funded debt is payable in a
foreign currency it should not be included under paragraph (a), but under paragraph (b) of this item.)

The co-registrant’s only direct indebtedness is that owed to the Commonwealth Government of Australia (the “Commonwealth”). As of June 30,
2021, the co-registrant had no direct internal funded debt. Public debt levels for the years 2016 to 2021 are detailed in the attached Exhibit (e).

(b) External funded debt of the co-registrant. (Totals to be stated in the respective currencies in which payable. No statement need be furnished
as to intergovernmental debt.)

As of June 30, 2021, the co-registrant had no external funded debt other than the debt it guarantees, which is described in 2(b) of the registrant’s
statement.

A statement giving the title, date of issue, date of maturity, interest rate and amount outstanding, together with the currency or currencies in which
payable, of each issue of funded debt of the co-registrant outstanding as of the close of the last fiscal year of the co-registrant.

Reference is made to listings of the debt outstanding to the Commonwealth and outstanding debt of other entities guaranteed by the co-registrant
contained in the statement of the co-registrant’s outstanding debt to the Commonwealth as of June 30, 2021 and its contingent liability as
guarantor of the outstanding debt of other entities as of the end of the last five fiscal years attached as Exhibit (e).
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(a) As to each issue of securities of the co-registrant which is registered, there should be furnished a breakdown of the total amount
outstanding, as shown in Item 3, into the following:

(1) Total amount held by or for the account of the co-registrant.
Not applicable.

(2) Total estimated amount held by nationals of the co-registrant (or if co-registrant is other than a national government, by the nationals
of its national government); this estimate need be furnished only if it is practicable to do so.

Not applicable.
(3) Total amount otherwise outstanding.
Refer to 4(a)(3) of registrant’s statement for registered securities guaranteed by co-registrant.

(b) If a substantial amount is set forth in answer to paragraph (a)(1) above, describe briefly the method employed by the co-registrant to
reacquire such securities.

Not applicable.
A statement as of the close of the last fiscal year of the co-registrant giving the estimated total of:
(a) Internal floating indebtedness of the co-registrant. (Total to be stated in the currency of the co-registrant.)

As at June 30, 2021, the co-registrant had no internal floating indebtedness, other than the debt it guarantees, which is described in 5(a) of the
registrant’s statement.

(b) External floating indebtedness of the co-registrant. (Total to be stated in the respective currencies in which payable.)

As at June 30, 2021, the co-registrant had no external floating indebtedness, other than the debt it guarantees, which is described in 5(b) of the
registrant’s statement.

Statements of the receipts, classified by source, and of the expenditures, classified by purpose, of the co-registrant for each fiscal year of the
co-registrant ended since the close of the latest fiscal year for which such information was previously reported. These statements should be
itemized as to be reasonably informative and should cover both ordinary and extraordinary receipts and expenditures; there should be indicated
separately, if practicable, the amount of receipts pledged or otherwise specifically allocated to any issue registered, indicating the issue.

Reference is made to the co-registrant’s Consolidated Financial Statements for the fiscal year ended June 30, 2021, and the notes thereto filed
herewith as Exhibit (c)(ii).

(a) If any foreign exchange control, not previously reported, has been established by the co-registrant (or if the co-registrant is other than a
national government, by its national government), briefly describe the effect of any such action, not previously reported.

Not applicable.



10.

(b) If any foreign exchange control previously reported has been discontinued or materially modified, briefly describe the effect of any such
section, not previously reported.

Not applicable.

Brief statements as of a date reasonably close to the date of the filing of this report (indicating such date) in respect of the note issue and gold
reserves of the central bank of issue of the co-registrant, and of any further gold stocks held by the co-registrant.

Not applicable.

Statements of imports and exports of merchandise for each year ended since the close of the latest year for which such information was previously
reported. The statements should be reasonably itemized so far as practicable as to commodities and as to countries. They should be set forth in
terms of value and of weight or quantity; if statistics have been established only in terms of value, such will suffice.

Reference is made to the co-registrant’s statements of exports of merchandise, major overseas markets and imports attached as part of Exhibit (f).

The balance of international payments of the co-registrant for each year ended since the close of the latest year for which information was
previously reported. The statements of such balances should conform, if possible, to the nomenclature and form used in the Statistical Handbook
of the League of Nations. (These statements need be furnished only if the co-registrant has published balances of international payments.)

Not applicable.



EXHIBITS

The following exhibits are filed as part of this annual report:

(a) Copies of any amendments or modifications, other than such as have been previously filed, to all exhibits previously filed other than annual
budgets. If such amendments or modifications are not in the English language, there should be furnished in addition a translation into English if
the original exhibit was translated into English.

(b) A copy of any law, decree, or administrative document outlined in answer to Item 1(b). If such law, decree, or document is not in the English
language, there should be furnished in addition thereto a translation thereof into English.

(c) A copy of the latest annual budget of the co-registrant, if not previously filed, as presented to its legislative body. This document need not be
translated into English.

The registrant may file such other exhibits as it may desire, marking them so as to indicate clearly the items to which they refer.

This annual report comprises:
(1) The cover page and pages numbered 2 to 12 consecutively.

(2) The following exhibits:

Exhibit (a) - None.

Exhibit (b) - None.

Exhibit (c)(i) - Consolidated Financial Statements of the Registrant for the fiscal year ended June 30, 2021.
Exhibit (c)(ii) - Consolidated Financial Statements of the Co-Registrant for the fiscal year ended June 30, 2021.
Exhibit (c)(iii) - Budget Papers of the Co-Registrant for 2021-22.

Exhibit (c)(iv) - 2021-22 Budget Update: Mid-Year Fiscal and Economic Review.

Exhibit (c)(v) - Queensland Sustainability Report 2021.

Exhibit (c)(vi) - Queensland Treasury Corporation’s 2021-22 Indicative Term Debt Borrowing Program Update.
Additional exhibits:

Exhibit (d) - Securities of the Registrant Outstanding as of June 30, 2021.

Exhibit (e) - Co-registrant’s outstanding debt to the Commonwealth as of June 30, 2021, and its contingent liability as guarantor of the

outstanding debt of other entities as of the end of the last five fiscal years.

Exhibit (f) - Description of Queensland and Queensland Treasury Corporation.
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Exhibit (g) - The following consents:
(1) Consent of Philip Noble, Chief Executive, Queensland Treasury Corporation.
(2) Consent of Gerard Bradley, Chairman, Queensland Treasury Corporation.

(3) Consent of Brendan Worrall, Auditor-General, State of Queensland.

This annual report is filed subject to the Instructions for Form 18-K for Foreign Governments and Political Subdivisions Thereof.



SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this annual report to be signed on its behalf by the
undersigned, thereunto duly authorized, at Brisbane, Australia, on the 14th day of January, 2022.

QUEENSLAND TREASURY CORPORATION

By: /s/ Philip Noble

Name: Mr. Philip Noble
Title: Chief Executive
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this annual report to be signed on its behalf by the
undersigned, thereunto duly authorized, at Brisbane, Australia, on the 14th day of January, 2022.

GOVERNMENT OF QUEENSLAND

By: /s/ Drew Ellem
on behalf of
Name: The Honourable Cameron Dick MP
Title: Treasurer and Minister for Trade and Investment
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INDEX TO EXHIBITS

Exhibit (a) - None.

Exhibit (b) - None.

Exhibit (¢)(i), - Consolidated Financial Statements of the Registrant for the fiscal year ended June 30, 2021.
Exhibit (¢)(ii) - Consolidated Financial Statements of the Co-Registrant for the fiscal year ended June 30, 2021.

Exhibit (¢)(iii) - Budget Papers of the Co-Registrant for 2021-22.

Exhibit (¢)(iv) - 2021-22 Budget Update: Mid-Year Fiscal and Economic Review.

Exhibit (¢)(v) - Queensland Sustainability Report 2021.

Exhibit (¢)(vi) - Queensland Treasury Corporation’s 2021-22 Indicative Term Debt Borrowing Program Update.

Additional exhibits:
Exhibit (d) - Securities of the Registrant Outstanding as of June 30, 2021.
Exhibit (e) - Co-registrant’s outstanding debt to the Commonwealth as of June 30, 2021, and its contingent liability as guarantor of the

outstanding debt of other entities as of the end of the last five fiscal years.
Exhibit () - Description of Queensland and Queensland Treasury Corporation.
Exhibit (g) - The following consents:
(1) Consent of Philip Noble, Chief Executive, Queensland Treasury Corporation.
(2) Consent of Gerard Bradley, Chairman, Queensland Treasury Corporation.

(3) Consent of Brendan Worrall, Auditor-General, State of Queensland.

This annual report is filed subject to the Instructions for Form 18-K for Foreign Governments and Political Subdivisions Thereof.
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EXHIBIT (c)(i)

Consolidated Financial Statements of the Registrant for the fiscal year ended June 30, 2021



FORWARD-LOOKING STATEMENTS

This exhibit contains forward-looking statements. Statements that are not historical facts, including statements about the Queensland Treasury
Corporation’s (the “Corporation” or “QTC”) and the State of Queensland’s (the “State” or “Queensland”) beliefs and expectations, are forward-looking
statements. These statements are based on current plans, budgets, estimates and projections and therefore you should not place undue reliance on them.
The words “believe”, “may”, “will”, “should”, “estimate”, “continue”, “anticipate”, “intend”, “expect”, “forecast” and similar words are intended to
identify forward-looking statements. Forward-looking statements speak only as of the date they are made, and neither the Corporation nor the State

undertake any obligation to update publicly any of them in light of new information or future events.

Forward-looking statements are based on current plans, estimates and projections and, therefore, undue reliance should not be placed on them. Although
the Corporation and the State believe that the beliefs and expectations reflected in such forward-looking statements are reasonable, no assurance can be
given that such beliefs and expectations will prove to have been correct. Forward-looking statements involve inherent risks and uncertainties. We
caution you that actual results may differ materially from those contained in any forward-looking statements.

A number of important factors could cause actual results to differ materially from those expressed in any forward-looking statement. Factors that could
cause the actual outcomes to differ materially from those expressed or implied in forward-looking statements include:

. the international and Australian economies, and in particular the rates of growth (or contraction) of the State’s major trading partners;

. the effects, both internationally and in Australia, of any subsequent economic downturn, as well as the effect of ongoing economic,
banking and sovereign debt risk;

. the effect of the ongoing novel coronavirus (COVID-19) pandemic;

. increases or decreases in international and Australian domestic interest rates;
. changes in the State’s domestic consumption;

. changes in the State’s labor force participation and productivity;

. downgrades in the credit ratings of the State and Australia;

. changes in the rate of inflation in the State;

. changes in environmental and other regulation; and

. changes in the distribution of revenue from the Commonwealth of Australia Government to the State.
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19 August 2021

The Honourable Cameron Dick
Treasurer and Minister for Investment
GPO Box 611

Brisbane QLD 4001

Dear Treasurer and Minister for Investment

e
P'u

Jtl

QUEENSLAND
TREASURY
CORPORATION

I am pleased to present the Annual Report 202021 and financial statements for Queensland Treasury Corporation.

I certify that this Annual Report complies with:

m the prescribed requirements of the Financial Accountability Act 2009
and the Financial and Performance Management Standard 2019, and

m the detailed requirements set out in the Annual Report requirements
for Queensland Government agencies.

A checklist outlining the annual reporting requirements can be found at page 64
of this Annual Report.

Sincerely

==

Gerard Bradley
Chair

LEVEL 31, 111 EAGLE STREET, BRISBANE Q1/EENSLAND AUSTRALIA 4000
GPO Box 1096, BRISBANE QIJEENSLAND AUSTRALIA 4001
T: 07 3842 4600 , F: 07 3221 4122



Vision

Protecting and advancing Queensland’s

financial interests

Mission
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Queensland
Treasury Corporation

Queensland Treasury Corporation (QTC) has a statutory responsibility to advance the
financial position and development of the State. Established under the Queensland Treasury
Corporation Act 1988, QTC is a corporation sole, reporting through the Under Treasurer to
the Treasurer and the Queensland Parliament.

2021-25
Strategic Goals

1 Sustainable funding

2 State and client value

To deliver optimal financial outcomes 3 Organisational excellence
through sound funding and financial

risk management

Values

Client focus

We build strong partnerships with our clients to deliver simple and well-designed solutions that
achieve quality outcomes for Queensland.

Team spirit

We work as one team, taking joint responsibility for achieving our vision and collaborating to achieve
outstanding performance.

Excellence
We aim for excellence using flexible and agile processes to continuously improve.

Respect

We show respect by recognising contributions, welcoming ideas, acting with honesty, being inclusive
and embracing diversity.

Integrity

We inspire trust and confidence in our colleagues, clients, stakeholders and investors by upholding
strong professional and ethical standards.
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Role and responsibilities

QTC is the central financing authority for the Queensland Government and provides financial
resources and services for the State. We manage the State’s funding program in the global
capital markets to deliver sustainable and cost-effective borrowings for the Queensland
Government, local governments, and other related entities (our clients).

With a statutory role to advance the financial interests and development of the State, we work in partnership
with Queensland Treasury and our clients to solve complex commercial, policy and economic issues. We
help to deliver innovative, long-term solutions that contribute to the growth of Queensland’s economy.

We protect Queensland’s financial interests and deliver better financial outcomes by centralising the
management of our clients’ borrowings, cash investments, and foreign exchange. We play an integral role in
managing the State’s finances, working closely with our clients on their balance sheet management and
helping to identify opportunities to minimise costs and risks.

At QTC, we are committed to protecting and advancing the financial interests of Queensland.

Delivering sustainable and  We manage the State’s funding program Ant
cost-effective borrowings 0 the glcbel capital markets. s o
for our clients Owr funding facilities are underpinnad by An
the security of the State Government "
guarantes and Queensiand’s credit Ring. s
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Protecting Queensland’s - WE .h.e.lp identify u::-cgcﬁun.’-‘ties for our clients to
financial interests and I e e

= We work closely with our clients on their balance
sheet managemenk
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GERARD BRADLEY
CHAIR

QUEENSLAND TREASURY CORPORATION | ANNUAL REPORT 2020-21

Chair’s report

On behalf of the Queensland Treasury Corporation Capital Markets Board, | am pleased to
present Queensland Treasury Corporation’s Annual Report for 2020-21. As the impact of
COVID-19 continues to disrupt economies and communities across the globe, QTC has
remained focused on providing sound funding and financial risk management for the
State.

Notwithstanding at times challenging market conditions, QTC raised $21.1 billion during the year.
QTC’s market reputation, conservative liquidity position and the State Government’s guarantee,
backed by Queensland’s strong credit rating, underpinned this achievement.

Using its extensive knowledge of government and financial risk management expertise, QTC
continued its partnership with Government to deliver the State’s COVID-19 response and recovery
initiatives, reduce interest costs, and improve financial and service delivery outcomes across a range
of essential community services.

QTC'’s resilient and hard-working management and employees are to be commended for their strong
contribution to Queensland this year, which ensured the continuous delivery of QTC’s core funding and
advisory services, and returned another $50 million dividend to Queensland Treasury.

During the year, the Board completed an independent review of QTC’s remuneration framework with
assistance from external remuneration experts to ensure alignment with industry benchmarks and
QTC'’s strategic priorities. This resulted in lower variable remuneration as a proportion of total fixed and
variable compensation on a broadly revenue neutral basis, and came into effect on 1 July 2021. As
part of the transition to the new framework, and in recognition of the ongoing impact of the pandemic,
the Board again applied moderation, although at a reduced level, to variable remuneration for key
management personnel.

Membership of the Board changed during the year, with Queensland’s Deputy Under Treasurer, Leon
Allen, joining as Queensland Treasury’s representative on 16 July, and Rosemary Vilgan’s
appointment on 1 October 2020. These appointments were in addition to Jim Stening’s and my own
reappointments.

QTC’s achievements in the 2020-21 financial year, against the relentless global backdrop of
COVID-19-related economic volatility and social restrictions, continued to demonstrate its long-
standing ability to adapt and deliver the priorities of Government under challenging conditions.

With its dedicated leadership team and employees, | am confident that QTC will continue to provide
the funding and financial risk management advice to support the implementation of Queensland’s
Economic Recovery Plan.

=

G P BRADLEY
Chair
19 August 2021
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Chief Executive’s report

In 2020-21, QTC’s critical role in protecting and advancing Queensland’s financial
interests has supported the State’s recovery from the economic and fiscal impacts of
COVID-19. QTC delivered $233 million of returns to our Queensland Government
stakeholders, including $112 million interest rate reduction through debt management. In
addition, the sound management of QTC’s operations this year resulted in an operating
profit of $116 million.

In a market of increasing supply and competition, QTC’s established reputation as a leading semi-

EH”“'E H?_ﬁ’:,E government issuer supported our ability to achieve a record of $21.1 billion issuance during the year.

We also worked closely with Queensland Treasury and our clients to support the delivery of the
government’s priorities and help identify opportunities for our clients to minimise their costs and risks.

QTC'’s strong performance in 2020-21 was underpinned by its enterprise design, risk management,
talent development and culture. QTC has continued to be recognised in the industry as a corporate
leader in these areas and won a national ‘Employer of Choice’ award for its second consecutive year.

Funding the State

Strong investor demand for QTC’s term debt issuance underpinned the completion of Queensland’s
$21 billion borrowing program. QTC continued to demonstrate its reputation as a high-quality issuer
through the strategic execution of term debt issuance in a competitive market.

QTC maintained its exceptionally strong liquidity position in 2020-21, which was significantly
increased during the financial markets’ disruption last year. The strength of QTC’s liquidity and
$T6 miflion financial position continued to support QTC in managing future risk and meeting all debt servicing
operting profit obligations. The robust levels of QTC'’s liquidity reserves were recognised by the credit rating
agencies when assessing the State’s credit position during the year.

In 2020-21, QTC captured market opportunities for the State through the issuance of $8 billion in
syndicated deals, $5.5 billion in nine tenders and $7.6 billion via reverse enquiry. This included the
establishment of new bond lines, including a $1.5 billion 1.25% 2031 Green Bond, a $3 billion 1.50%
2032 Benchmark Bond, and a $2 billion 2027 Floating Rate Note at 3mBBSW+9bps.

$50 miflion dividend Due to COVID-19, the 2020-21 State Budget was deferred in line with the Commonwealth and other
to the State State Governments. The Queensland Government and QTC continued to provide transparent and
regular updates to the market on Queensland’s fiscal position and borrowing program throughout the
year. QTC’s borrowing program remained within the estimated requirement, following the first update
in July. The Queensland Government resumed its regular reporting cycle with the announcement of a
full State Budget on 15 June 2021.

Following the Queensland State Budget release on 15 June 2021, QTC estimated that it will borrow
$17.4 billion of term debt in 2021-22. This was a reduction of $5.2 billion for 2021-22 from the
$12 milllion Interest rate previous market update, and there was a further $2.3 billion for the indicative requirement for 2022—
reduction to the State 23. This was primarily due to lower client borrowings in 2020-21, resulting from general government
revenue uplifts.

QTC continued to respond to growth in the green bond market by expanding its Green Bond eligible
project and asset pool from approximately $6.7 billion to approximately $16.8 billion, through the
inclusion of Seqwater’s Drought Resilient Network.

$71 milion returns Operating results
Uhmemunghe e Capilal
Guaranteed Cash Fund In 2020-21, QTC recorded an operating profit after tax from its capital markets operations of

$116 million (2019-20: $67 million) and paid a dividend to the State of $50 million (2019-20: $50
million). The operating profit was largely the result of capturing market opportunities to generate
returns on QTC’s financial instruments, with supportive market conditions underpinned by the
Reserve Bank of Australia’s quantitative easing program.



In addition, QTC’s management of the State’s debt provided a
reduction of $112 million (2019-20: $104 million) in the market
value of Queensland Treasury’s borrowings, equivalent to a
0.04% decrease in the interest rate for 2021-22.

QTC continued to look for opportunities to reduce operating
costs and was able to reduce its operating costs by $4.6 million
against budget for the year, while still delivering major system
upgrades and corporate performance goals and objectives.

QTC’s Capital Guaranteed Cash Fund delivered $71 million
(2019-20: $146 million) in investment returns to its government
clients during the year and retained its position as one of the
largest managed cash funds in Australia with $9.6 billion under
management at 30 June. QTC focused on an asset
management strategy that provided protection against falling
outright yields and tightening spreads.

Over the past five years, the returns from debt management
have lowered the State’s costs by a total of $541 million. In
addition, QTC’s net earnings have contributed to the payment of
$650 million in dividends to the State.

QTC’s retained earnings balance of $592 million, after paying
these dividends, demonstrates the organisation’s continued
strong financial position. Retained earnings are closely
monitored to ensure QTC’s Board prescribed capital
requirements are met.

Value delivered for the State

QTC supported the Queensland Government’s priority initiatives
with advisory work focused on enhancing the institutional and
financial strength of the State. In partnership with Queensland
Treasury, QTC aligned the use of its resources to complete 54
advisory projects, with 28 still in progress. This work delivered
cost-savings, economic benefits and fiscal enhancements.

Highlights during the year included projects to support the
Government and private sector through COVID-19; significant
outcomes to improve health services, building solutions to
reduce costs and enhance social services; and implementing a
regional program to improve financial, asset and risk
management in local government.

QTC also helped enhance financial capability across the public
sector through its education collaboration with the University of
Queensland. This year, the program has reached 3,315
participants from across the State with 50 per cent from regional
Queensland and remote areas, including Barcaldine and
Doomadgee.
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Credit and ESG ratings

In the year under review, Standard & Poor’s, Moody’s Investors
Service and Fitch Ratings reaffirmed Queensland’s and QTC’s
credit ratings. QTC is rated AA+/A-1+/Stable, Aa1/P-1/Stable and
AA/F1+/Stable by Standard & Poor’s, Moody’s Investors Service
and Fitch Ratings respectively. These stable ratings are a key
reason for continued demand from domestic and global investors
for QTC debt, and for QTC’s ability to meet the larger issuance
requirements through the COVID-19 period.

In addition, Queensland is currently rated AA for environmental,
social and governance (ESG) by MSCI as of July 2021*.

Organisational excellence

With its ongoing focus on organisational excellence, QTC met its
statutory obligations, completed core business activities on time
and delivered initiatives focused on continuous improvement.

QTC upgraded its core finance system and client transaction
portal, providing continued improvement to its business
operations on time and budget.

Independent recognition of QTC’s leadership and culture has
continued in 2020-21 and for the second consecutive year, QTC
has been recognised as one of Australia’s best places to work,
receiving the ‘Employer of Choice’ Award from Human Resources
Director.

Positioned for ongoing success

QTC’s achievements in the 2020-21 financial year have
demonstrated significant performance outcomes against each of
its strategic goals—to deliver sustainable funding, State and
client value and organisational excellence.

QTC has built a strong foundation to continue protecting and
advancing Queensland’s financial interests—with a strong
reputation for its issuance management in the financial market,
ongoing high-performance across all financial indicators, and
organisational excellence outcomes that continue to be
recognised as leading in the finance industry.

s -

P C NOBLE
Chief Executive
19 August 2021

*As of July 2021, the State of Queensland received an MSCI ESG Rating of AA, ESG Trend Negative. Certain information ©2021 MSCI ESG Research LLC. Data
reproduced with permission from MSCI ESG Research LLC. No use or distribution without written consent. Data provided “as is” without any warranties. MSCI ESG

Research LLC and affiliates assume no liability for or in connection with the data.
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Achieving sustainable access to funding

QTC successfully completed its borrowing program of $21 billion, in an environment of
increased supply in the semi-government sector. As a highly-regarded semi-
government issuer, QTC continued to attract a diversified investor base, further
supported by the establishment of four new bond lines.

Meeting the State’s funding requirements

QTC is a highly-regarded bond issuer in global fixed-income markets and raises the funds needed
by the State each year, often ahead of time, with its bond issues consistently over-subscribed.

Due to COVID-19, the 2020-21 State Budget was deferred in line with the Commonwealth and
other State Governments. Following the Queensland Government's interim fiscal update on 23 July
2020, QTC estimated its 2020-21 funding requirement would be between $19 billion and

$22 billion. On 7 September 2020, following the release of the State’s COVID-19 Fiscal and
Economic Review, QTC announced its indicative term debt borrowing requirement of $21 billion,
within the anticipated requirement, and which remained unchanged following the State Budget on

1 December 2020.

QTC issued a total of $21.1 billion through $8 billion in syndicated deals, $5.5 billion in nine tenders
and $7.6 billion via reverse enquiry. QTC’s well-managed funding program and reputation for high-
quality debt issuance, means Queensland can access the funds it needs at cost-effective rates. To
attract a broad investor base, QTC offers investors a diverse range of high-quality investment
options.

In 2020-21, QTC maintained the State’s strong liquidity position, which supports the State’s credit
rating and provides reserves during periods of market volatility.

QTC successfully executed its funding strategy, with highlights including:

m issuing approximately $15.1 billion of benchmark bonds, including a new $3 billion 2032 bond
line—the largest benchmark bond issued by an Australian semi-government issuer since 2011

= issuing approximately $2.1 billion in ultra-long, non-benchmark bonds, including QTC's longest-
dated AUD fixed rate line with a maturity of 2050

= issuing a new $1.5 billion 2031 Climate Bonds Initiative (CBI) certified green bond, the third
green bond for QTC—further diversifying QTC’s funding alternatives, and

= issuing $2 billion of a new floating rate note maturing in 2027, QTC'’s longest floating rate note to
date.

More than 40 per cent of the new 2032 benchmark bond and 2031 green bond deals were
allocated to offshore investors and these deals also attracted a number of first-time investors.

On 15 June 2021, QTC announced its indicative $17.4 billion term debt borrowing requirement for
2021-22.
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Funding performance 2020-21
Public Issuance

QTC’s proactive management of its borrowing program and the management of its client funding
and balance sheet activities helped to smooth and extend its maturity profile, reducing its
refinancing risk by achieving more evenly-distributed maturities across the curve. All term debt
issued in 2020-21 was in maturities 2027 and longer.

QTC continued to focus on activities to expand its investor base in an environment of restricted
travel, delivering an effective virtual domestic and global investor relationship program during the
year. Open and transparent communication with current and future investors on Queensland’s
economy and funding program has kept the market fully informed and remains a focus. QTC
continued to regularly engage with both its Fixed Income Distribution Group and investors through
its Funding and Markets Division.

Sustainable finance

QTC continued to attract a broad range of investors through its green bonds, which support
Queensland’s pathway to climate resilience and an environmentally sustainable economy. In
November 2020, QTC issued its third and longest CBI certified green bond.

On 1 June 2021, QTC released its Green Bond Annual Report and announced the expansion of
its eligible project and asset pool to approximately $16.8 billion from approximately $6.7 billion,
through the inclusion of Seqwater’s Drought Resilient Network. This addition increases QTC’s
scope for future issuance and provides sector allocation diversity.

QTC is currently the largest Australian semi-government CBI certified, green bond issuer with
$3.98 billion outstanding as at 30 June 2021.

Funding instruments
As at 30 June 2021

QTC has a diverse range of funding instruments in a variety of markets and currencies. The
majority of QTC’s funding is sourced through long-term debt instruments, with QTC’s AUD
benchmark bonds being the principal source of funding. As at 30 June 2021, QTC'’s total debt
outstanding was approximately $112.2 billion at face value.

OVERVIEW AS AT 30 JUNE 2021 SIZE (AUDM) MATURITIES CURRENCIES
Domestic T- Note Unlimited 7-365 days AUD
Short-term  Euro CP uUsD10,000 1-364 days Multi-currency
UsS CP USD10,000 1-270 days uUsD
13 benchmark lines and a
AUD Bond Unlimited range of non-benchmark lines AUD
Long-term with various maturities**
Euro MTN USD10,000 ANy maturity subject to market s i oyrrency
regulations

US MTN UsD10,000 9 months—-30 years Multi-currency

* Turnover for period 1 April 2020 to 31 March 2021.
** See QTC'’s website for further details on non-benchmark bond lines.
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Creating value for
the State and clients

In 2020-21, QTC partnered with Queensland Treasury and its Queensland Government
clients to deliver financial, economic and social outcomes to enhance Queensland’s future
and economic prosperity. QTC completed 54 advisory projects, with 28 still in progress.
This work delivered cost-savings, economic benefits and fiscal improvements. QTC’s
strong performance has been achieved through the delivery of financial advisory and
project implementation services; and providing high-quality borrowing, cash management
and foreign exchange services.

Financial advice for the State’s public sector

In the year under review, QTC has worked closely with Queensland Treasury and the Department of
the Premier and Cabinet to prioritise its advisory initiatives to provide the maximum financial and social
outcomes for the State.

In 2020-21, QTC delivered a broad range of financial advisory assignments for Queensland Treasury
and its public-sector clients that address financial risk management issues and assist in making
pragmatic business decisions.

QTC supports its clients to implement significant transformation projects within their own environments
and enhance their project delivery capability. In 2020-21, QTC’s advisory work centred around projects
that would enable significant benefits to the financial health of the State, with particular focus on local
governments and government-owned corporations (GOCs).

Supporting the government’s priorities

QTC focuses on supporting its clients to implement projects that deliver maximum value to the
State in terms of risk reduction, increased revenue and cost reduction, and broader social and
N S TR economic benefits. In the year under review, QTC completed 54 advisory projects, with 28
delivered and projects still in progress. The key priority projects that QTC delivered include:

22 in progross
= COVID-19: QTC established and managed the Industry Support Package loans on behalf of the
Queensland Government; including client engagement, financial monitoring and reporting. QTC also
assisted Arts Queensland in understanding the fiscal implications of COVID related closures on the
operations of Queensland Ballet and the Queensland Performing Arts Trust.

= Health: QTC continued its program of work with Queensland Health and Hospital and Health
Services (HHSs) to improve the financial sustainability of HHSs. The second program of work was
ity Cupirscet delivered at the Central Queensland, Children’s Health Queensland, Gold Coast, North West,
Package loans established Sunshine Coast, West Moreton and Wide Bay Hospital and Health Services.
= = ESG: QTC supported Queensland Treasury on the development of the Queensland Government’s
inaugural ESG Statement. The statement outlines the Queensland Government’s commitment to
sustainability and presents an overview of Queensland’s ESG credentials, which provides
information for QTC’s investors and stakeholders. In addition, QTC worked with Seqwater this year
to identify and verify Seqwater’s Drought Resilient Network for inclusion in QTC’s Green Bond

eligible project and asset pool. This expanded the total pool to approximately $16.8 billion.

T = Land Restoration Fund: QTC worked with the Department of Environment and Science and
sieliaraart oF Queensland Treasury to establish this fund. It is expanding carbon farming in Queensland by
Gt isdaral's supporting land-sector carbon projects that deliver additional environmental, socio-economic, and
ESG Statement First Nations co-benefits.
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= Energy: QTC actively engaged with Energy Queensland, Powerlink, industry bodies and the
Australian Energy Regulator (AER) on the AER’s inflation forecasting methodology. QTC prepared a
detailed submission for the AER Inflation Review and the revised methodology was finalised in
December 2020 with significant benefits to be realised from the changes in the coming years.

= GOCs: QTC has also assisted Queensland’s GOCs with a range of advisory work around risk
management, forecasting, asset and debt strategies and commercial evaluations.

Fostering strong relationships with local governments

Throughout the year, QTC has worked closely with many local governments to help deliver positive
community outcomes in a financially responsible way. This includes economic development initiatives
and advice about financially managing the complexities of community requirements in regional
centres.

QTC offered and delivered a business improvement program for a number of regional local
governments to identify and implement process and efficiency opportunities. QTC also assisted larger
local governments to develop a waste management strategy, assess infrastructure and development
proposals, and review water and wastewater pricing.

QTC engaged and collaborated with local government groups, associations and regional
organisations of councils across the State.

High quality treasury management services

QTC has continued to work closely with Queensland Treasury and its government clients
to improve whole-of-state balance sheet outcomes. QTC continued to provide low-cost
loans and high-performing investment facilities throughout 2020-21.

Debt and risk management

In the year under review, QTC has continued to successfully deliver its core mandate of providing
clients with a low cost of funds by capturing the significant economies of scale and scope in the
issuance, management and administration of the State’s debt.

QTC'’s active management of the State’s debt provided a reduction of $112 million in the market value
of Queensland Treasury’s borrowings, equivalent to a 0.04% decrease in the notional book interest
rate for 2021-22.

QTC continued to focus on reducing the State’s refinancing and interest rate risk by restructuring
client loans and extending client mandates and facilities to take advantage of very low interest rates.
Lengthening duration, changing the cycle of book rate reviews to quarterly and restructuring facilities
has led to approximately $218 million in cash flow savings for Queensland Treasury in 2020-21, with
flow-on benefit over the forward estimates.

QTC also lengthened duration for four government owned corporation/commercial statutory authority
borrowings (leading to $6 million in cash flow savings this financial year and additional benefit over
the forward estimates).

11
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As part of the process, QTC completed a credit refinance assessment of existing Fixed Rate Loans for all
55 borrowing councils to assess their ability to benefit from low interest rates by refinancing and extending
the term of their loans. This resulted in eight councils refinancing and locking in lower rates to reduce their
current repayment amounts (leading to savings of $54 million per annum over the forward estimates and
beyond).

In 2020-21, QTC provided financial and risk management advice to Queensland Treasury on the Gold
Coast Light Rail (public, private partnership) phase 3, including: interest rate risk management and
hedging, and development of the financial close acceptance protocol— both of which foster beneficial
financial outcomes for the State.

Cash management

QTC offers cash management products that enable its clients to maximise the value of their surplus funds,
including Fixed Rate Deposits, a Working Capital Facility and a Capital Guaranteed Cash Fund (the Cash
Fund).

In 2020-21, QTC’s Capital Guaranteed Cash Fund delivered $71 million in investment returns to its
government clients during the year and retained its position as one of the largest managed cash funds in
Australia with $9.6 billion under management at 30 June. The Cash Fund provided strong relative returns
and outperformed the Bloomberg AusBond Bank Bill Index by 70 basis points, a significant result given the
unprecedented levels of quantitative easing and liquidity provided by the Reserve Bank of Australia.

Throughout the year, QTC focused on an asset management strategy to provide protection against falling
outright yields and tightening credit spreads. This asset strategy included lengthening asset duration at
very attractive yields following the announcement of the Reserve Bank of Australia liquidity support
programs.

The Cash Fund continues to offer flexibility by providing clients with immediate access to same day
liquidity. The security of the Cash Fund is underpinned by the liquid assets investment profile. At 30 June,
100 per cent of the Cash Fund’s investments were in entities rated ‘A’ or higher by Standard & Poor’s.

Throughout the year, QTC continued to meet with clients to provide insights into the Cash Fund’s structure,
strategy and performance, and dynamically managed credit and money market positions in a challenging
environment due to the Term Funding Facility offered by the Reserve Bank of Australia.

QTC has been an early adopter domestically in considering ESG issues. Morgan Stanley Capital
International (MSCI) provides reporting of the Cash Fund’'s ESG profile.

Foreign exchange

QTC'’s foreign exchange (FX) services, including its online platform, enable its public sector clients to
access wholesale market rates. This year, the FX client base has continued to grow with an increasing
number of clients utilising this service. In 2020-21, QTC FX transaction volumes totalled $141 million and
saved approximately $3.6 million for the State through its FX services. QTC continued to work with
agencies to increase cost saving opportunities through dual currency pricing for the procurement of goods
sourced from offshore.
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Enhancing financial capability in Queensland’s public sector

QTC provides education services to enhance financial decision-making and support effective engagement
with its clients. Since 2017, the University of Queensland (UQ) facilitates the design and delivery of
specialised content across the State. In 2020-21, the education program delivered financial workshops to
more than 3,315 participants through a combination of workshops, webinars and masterclass sessions.

Key milestones were achieved through delivering contextualised training programs to several

Hospital and Health Services, and the Department of State Development, Infrastructure, Local Government,
and Planning (DSDILGP) over the course of the last twelve months. Additionally, the education program
reached a wide range of public sector employees in a variety of different topics linked to financial
management.

To support ongoing development, the education program launched a pre- and post-workshop platform,
which includes digital readings, activities, and video content to engage learners in new subject areas in
advance of and post-workshop attendance.

Loans to clients

TOTAL DEBT OUTSTANDING TOTAL DEBT OUTSTANDING

(MARKET VALUE) (MARKET VALUE)

30 JUNE 21 30 JUNE 20

A$000 A$000

General Government* 49 276 839 41 934 014
Energy 27 140 983 27 179 110
Water 14 915 274 15 454 660
Local governments 6 883 658 6 797 068
Transport 5257 510 5533 579
Education 878 616 860 888
Other 258 349 574 967
Total 104 611 229 98 334 286

* General Government includes Queensland Treasury and Arts Queensland.

13



14

ANNUAL REPORT 2020-21 | QUEENSLAND TREASURY CORPORATION

Achieving organisational excellence

QTC is committed to maintaining high organisational standards to enable an environment where corporate goals can
be achieved, and organisational risks are actively monitored and addressed.

Operational excellence

QTC'’s strong performance in 2020—21 was underpinned by its
enterprise design, risk management, talent development and
culture.

Throughout the year, QTC has remained agile and responsive in
its approach to sustaining and enhancing its operational
excellence to support its core business of managing financial risk
for the State.

An ongoing focus on the continuous improvement of QTC’s
organisational capability has delivered further enhancements to
systems, risk management and talent development practices.
These improvements have optimised the foundation of how
QTC’s core funding and advisory functions are delivered and are
providing employees with a strong platform to maximise the
delivery of real value to the State.

QTC was able to lead the implementation of new systems,
including an update to its client transaction portal, which has
enhanced system security and risk management. QTC settled
$467.4 billion in transaction volume, with no cost of errors.

QTC also upgraded its core finance system, and enabled six
new financial instruments that enhance our responsiveness to
market conditions, and also provide significant internal process
efficiencies.

In response to COVID-19, QTC has enhanced its readiness for
business disruption and delivered ongoing benefits including an
increased capability for virtual engagement with investors, clients
and employees, more flexible and adaptive working
arrangements, and a strengthened operational resilience to
cyber threats.

Corporate risk management and efficiency

QTC continues to cultivate a healthy risk environment, with a
proactive approach to identifying and mitigating risks.

QTC manages its risks within an enterprise-wide risk
management framework to identify, assess and manage risks. In
2020-21, QTC established a new Enterprise Design Committee
to provide greater oversight of change management initiatives
and manage underlying risks.

QTC produces a risk appetite statement that sets the tone from
the top for risk management and establishes clear boundaries
within which QTC’s material risks are managed. The framework
incorporates key internal controls, and through periodic
attestation by control owners, assurance is given to
management and the Board that these controls are operating
effectively. Throughout 2020-21, QTC managed its portfolio
market risk exposures, including interest rate, foreign exchange
and counterparty risk,

within its Board-approved risk management framework. QTC
continues to hold a portfolio of diverse, liquid financial securities to
meet the State’s liquidity requirements, consistent with policy
requirements.

The outcome of the 2020-21 internal audit program was positive
with 12 internal audits conducted and completed successfully. Of
these audits, five carried a rating of ‘4 out of 5’ and six carried a
rating of ‘5 out of 5’, demonstrating a well-controlled environment.
QTC also received a ‘5 out of 5’ rating for key controls that were
implemented for workforce management in response to
COVID-19, and for its exceptionally well-controlled industry
support package loan management processes.

QTC employees also completed 3.5 hours of mandatory
compliance training with an emphasis on code of conduct, work
health and safety, cyber security, financial crime awareness, and
privacy. Annual targeted and tailored training is completed by all
employees to ensure they are continuously informed of their
compliance obligations.

High-performance workforce

QTC'’s talent, engagement and development practices continue to
support a high-performance workforce.

QTC competes in the global financial industry to attract and retain
its high calibre employees. Under the Queensland Treasury
Corporation Act 1988, QTC employees are hired on individual
contracts, with employment practices aligned to the financial
markets in which it operates.

QTC’s remuneration framework is a key driver of attracting and
retaining our high-performing employees and enabling our culture.
Employees’ total compensation packages are comprised of fixed
and variable remuneration elements (with entitlement to the
variable component based on eligibility). Total compensation is
benchmarked against remuneration data from the Financial
Institutions Remuneration Group Inc (FIRG), which provides
salary survey data for the Australian finance industry. QTC’s
variable remuneration element of total compensation provides an
opportunity for an annual short-term incentive for eligible
employees, designed to ensure market competitiveness and
reward outstanding organisational and individual performance.
The QTC Board approves the entitlement to, and the quantum of,
the annual review of fixed remuneration and variable short-term
incentives.

The Board regularly reviews QTC’s remuneration framework to
ensure that it aligns to the financial services market and meets its
strategic priorities. In 2020-21, an independent review of the
framework was completed, with assistance from external
remuneration experts.



The review confirmed that QTC’s remuneration philosophy
remains market-aligned, and recommended a number of
changes to reflect recent changes to market practice, including
lowering variable remuneration as a proportion of total fixed and
variable compensation on a broadly revenue neutral basis, and
aligning corporate and individual performance recognition for
employees.

With an articulated commitment to our employees to enable ‘the
best work of their career’ the key focus areas have been on
delivering against our leadership, talent and professional
development strategies to strengthen organisational capability.

In 2020-21, key initiatives included:

= strengthening a capability framework and supporting tools to
guide professional skills development, recruitment and
resource allocation

= enhancing flexible and adaptive working arrangements to
further support a high-performing, agile, and diverse culture

= a continued focus on leadership development and leadership
excellence, including through targeted leadership
competencies articulated in the capability framework and a
senior leaders’ development program

= delivering in-house workshops focusing on individual
development, planning, and resilience

® continuing to provide on-demand professional development
resources via our learning platform

= strategic workforce planning to align to our organisational
vision and strategy, while incorporating the consideration of
the future of work, digital transformation, and impacts of
automation

= project opportunities embedded within client organisations
= talent management and succession planning programs

= CEO Awards recognition program, providing non-monetary
recognition of individual employees and teams who exemplify
QTC'’s values, and

= culture and diversity programs.

Organisational Culture

QTC continues to grow an inclusive, diverse, flexible and high-
performance culture. For the second consecutive year, QTC
was awarded the ‘Employer of Choice’ award from Human
Resources Director (HRD).

In 2020-21, QTC introduced a new cultural development
strategy based on the three cultural pillars of clarity, candour,
and connection. The strategy is focused on ensuring the
alignment of focus and purpose, direct and healthy challenge,
and increased collaboration.

QTC continues to cultivate a risk culture that ensures issues
and risks in the business environment are anticipated and
impacts for QTC and stakeholders are managed effectively.
This has been further strengthened by a focus on candour as
part of QTC’s new cultural development strategy.
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QTC’s 2020 culture survey returned positive results with QTC
achieving an 86 per cent engagement rate—8 per cent higher
than the industry average.

Diversity and wellbeing

QTC’s Inclusion and Diversity Strategy recognises that
diversity of perspective and experience improves
performance, manages risk, and enhances decision making.
In 2020-21, under the strategy’s three priority streams of
culture, family and community, and gender, QTC:

= continued the Stepping Stone partnership and the intern
program with the Australian Network on Disability

= continued its range of mental and physical health programs to
support employee wellbeing, including health and fitness
checks, ergonomic evaluations, fithess passports and flu
vaccinations

= raised awareness for inclusivity and diversity by supporting
National Reconciliation Week during NAIDOC Week, RUOK
Day, the UNICEF India COVID-19 Relief Appeal, Harmony
Day, International Women’s Day, and International Day of
Disability, and

® embraced community giving by fundraising for a number of
additional charities in 2020-21, including Movember
(supporting men’s health), and The Push-Up Challenge
(supporting Headspace, the National Youth Mental Health
Foundation; Lifeline Australia; and The Push For Better
Foundation).

QTC’s policies support flexible and adaptive working. QTC
has a range of working arrangements to enable business
outcomes and remain responsive and agile.

Workforce profile 2020-21

Full-time equivalent staff

(including fixed-term employees) 201
Permanent retention rate 91.05%
Permanent separation rate 8.96%
Permanent average tenure 7.15 years

QTC wins HRD’s
‘Employer of Choice’ 2021

QTC was recognised with the ‘5-star employer
of choice award’ as an employer that provides
outstanding initiatives for career growth with
learning and development opportunities,
recognition programs and an
all-encompassing, constructive culture.
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Environmental, social and governance (ESG)

In 2020-21, QTC worked closely with its stakeholders to deliver key ESG initiatives,

including:

= providing institutional investors with green investment opportunities
= supporting the Queensland Government to deliver sustainability initiatives

= ESG reporting of QTC’s Capital Guaranteed Cash Fund, and

= providing organisational contributions that benefit the community.

Supporting renewable energy projects

QTC supported the development of the Borumba Dam pumped
hydro station proposal, which has the potential to be the State’s
largest pumped hydro station, and power an estimated

1.5 million homes. The business case, being prepared by
Powerlink, is expected to be submitted by mid-to-end-2023.

Pumped hydro storage is flexible, reliable, and complements
renewable energy generation such as solar and wind.

Expanding carbon farming opportunities to help
manage Queensland’s emissions

QTC worked with the Department of Environment and
Science and Queensland Treasury to establish the Land
Restoration Fund. The fund is expanding carbon farming in
Queensland by supporting land-sector carbon projects that
deliver additional environmental, socio-economic, and First
Nations co-benefits. Following the 2020 investment round, 16
projects have been contracted for an investment of nearly
$90 million and the fund will be offering a second investment
round in 2021.

Queensland’s inaugural ESG statement

QTC supported Queensland Treasury on the development of the
Queensland Government’s inaugural ESG Statement. The
statement outlines the Queensland Government’s commitment
to sustainability and presents an overview of Queensland’s ESG
credentials, which provides information for QTC’s investors and
stakeholders.

ESG reporting for QTC’s Capital Guaranteed Cash
Fund

In 2020-21, QTC implemented reporting on the Cash Fund’s
ESG profile, using the globally recognised ESG reporting
provider Morgan Stanley Capital International (MSCI). The fund’s
monthly ESG score is based on the weighted average ESG
score of each of the fund’s bond investments. The Fund has
remained above the weighted average ESG score for the AUD
credit floating rate note market throughout the year.

Expanding QTC’s green bond issuance

QTC continued to attract significant demand for its green
bonds. In November 2020, QTC issued its third and longest
green bond line—$1.5 billion of a new 2031 green bond. In
2020-21, QTC announced the expansion of its eligible project
and asset pool to approximately $16.8 billion, from
approximately $6.7 billion, through the inclusion of Seqwater’s
Drought Resilient Network. This increases QTC’s scope for
future issuance and provides sector allocation diversity. QTC is
currently the largest Australian emi-government, Climate
Bonds Initiative (CBI) Certified, green bond issuer with

$3.98 billion on issue as at 30 June 2021. QTC’s green bonds
support Queensland’s pathway to climate resilience and an
environmentally sustainable economy.

Supporting social outcomes

QTC works closely with its clients on advisory initiatives that
support social outcomes for the State. In 2020-21, this included
projects to support the Government and industries through
COVID-19; significant outcomes to improve health services;
building solutions for social services and regional local
governments; and support for the Indigenous non-profit
organisation, Heart Futures.

Community giving

QTC contributed at an organisational, team and individual level to
a number of social causes.

QTC continued its partnership with Stepping Stone, and the
intern program with the Australian Network on

Disability and supported a range of diversity and inclusion
initiatives including National Reconciliation Week during NAIDOC
Week, RUOK Day, the UNICEF India COVID-19 Relief Appeal,
Harmony Day, International Women'’s Day, and International Day
of Disability.

QTC employees embraced community giving by fundraising for a
number of additional charities in 2020-21, including Movember
(supporting men’s health), and The Push-Up Challenge
(supporting Headspace, the National Youth Mental Health
Foundation; Lifeline Australia; and The Push For Better
Foundation).
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QTC is committed to maintaining high standards of corporate governance to support its strong market reputation,
ensure that organisational goals are met, and manage and monitor risks. QTC’s corporate governance practices are
continually reviewed and updated in line with industry guidelines and standards.

QTC and its Boards

QTC was established by the Queensland Treasury Corporation
Act 1988 (the QTC Act) as a corporation sole (ie, a corporation
that consists solely of a nominated office holder). The Under
Treasurer of Queensland is QTC’s nominated office holder and
has delegated QTC'’s powers to its two boards:

= the Queensland Treasury Corporation Capital Markets Board
(the Board), which was established in 1991 and manages all
of QTC’s operations except those relating to certain
superannuation and other long-term assets, and

= the State Investment Advisory Board, which was established
in July 2008 to manage the State’s long-term assets.

UNDER
TREASURER

QTC Capital Markets Board

The Under Treasurer, as QTC’s corporation sole, and the QTC
Capital Markets Board have agreed the terms and
administrative arrangements for the exercise of the powers that
the corporation sole has delegated to the Board.

The Board operates in accordance with its charter, which sets
out its commitment to various corporate governance principles
and standards, its roles and responsibilities (based on its
delegated powers), and the conduct of meetings. The charter
provides that the role and functions of the Board are to:

= |ead and oversee QTC

= approve the strategic direction and significant strategic
initiatives of QTC

= approve Board-owned policies and charters
= oversee organisational culture, values, behaviours and risk

= ensure compliance with relevant legal, tax and regulatory
obligations

= approve the annual financial statements and the annual report

= approve the annual administration budget and the total full-
time equivalent complement

B approve major contracts and agreements

= approve the Corporate Plan, including the corporate
performance measures

= approve the annual assessment of corporate performance

® approve the Remuneration Framework, the remuneration pool
and short-term incentive targets

= approve the appointment/reappointment/dismissal of the Chief
Executive and assess the Chief Executive’s performance
against annual performance objectives

= approve the appointment of the internal audit partner and the
annual Internal Audit Plan

® oversee the external audit program, and
= evaluate Board and Board committee performance.

The Board typically holds nine meetings each year and may,
whenever necessary, hold additional meetings.

Board appointments

The Board comprises members who are appointed by the
Governor-in-Council, pursuant to section 10(2) of the QTC Act.
Consideration is given to each Board member’s qualifications,
experience, skills, strategic ability and commitment to contribute
to QTC’s performance and achievement of its corporate
objectives. QTC’s Board is constituted entirely of non-executive
directors.

Conflict of interest

Board members are required to monitor and disclose any actual
or potential conflicts of interest. Unless the Board determines
otherwise, a conflicted Board member may not receive any Board
papers, attend any meetings or take part in any decisions relating
to declared interests.

Performance and remuneration

To ensure continuous improvement and to enhance overall
effectiveness, the Board conducts an annual assessment of its
performance. Board members’ remuneration is determined by the
Governor-in-Council (details are disclosed in QTC’s financial
statements).
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Board committees

The Board has established three committees, each with its own
charter, to assist it in overseeing and governing various QTC
activities.

Risk and Audit Committee

The Risk and Audit Committee is a decision-making and
advisory body responsible for overseeing and assisting the
Board with:

= the appropriateness and effectiveness of QTC’s enterprise-
wide risk management system (including the enterprise- wide
risk management framework, the risk appetite statement, and
risk management strategies and policies) and the internal
control framework

® risk and risk management, including carriage of the risks
attributed to the Risk and Audit Committee

= the effectiveness of internal control processes

= the integrity of the financial statements and associated
year-end and interim processes, and

= the adequacy and effectiveness of audit activities.

The Risk and Audit Committee must have at least three
members and meet at least four times a year.

During the year, the Risk and Audit Committee recommended
the adoption of annual financial statements, reviewed external
and internal audit reports and the progress in implementing the
recommendations from those reports, and reviewed QTC'’s
Internal Audit Plan and the Queensland Audit Office’s External
Audit Plan.

Meetings held

BOARD
ORDINARY MEETINGS HELD 9

ELIGIBLE

ATTENDED TO ATTEND

Gerard Bradley1 9 9
Leon Allen2 9 9
Neville Ide 9 9
Anne Parkin 9 9
Karen Smith-Pomeroy 9 9
Jim Stening1 9 9
Rosemary Vilgan3 7 7

ATTENDED

Human Resources Committee

The Human Resources Committee is a decision-making and
advisory body responsible for overseeing and assisting the Board
with:

® human resources-related key policies and compliance with
relevant legislation

= the framework for remuneration and performance reviews
= the integrity and consistency of QTC'’s corporate culture

® succession planning for the executive leadership team,
executive development and talent pipeline risks

= strategic workforce planning and operational resource
planning, and

® people material risks.

The Human Resources Committee must have at least three
members and meet at least three times a year.

Funding and Markets Committee

The Funding and Markets Committee is a decision-making and
advisory body responsible for overseeing and assisting the Board
with:

= funding and markets-related key policies and compliance with
relevant legislation

= the alignment of funding and markets activities with QTC’s
policies and risk appetite

® QTC's risk appetite, risk tolerance and risk mitigation strategies
for funding and markets activities

= assessing QTC'’s ability to access suitable funding markets to
meet the State’s borrowing requirements and maintain
appropriate levels of liquidity

= |iquidity pool performance, and

® Cash Fund and Asset Liability Management Portfolio
performance.

The Funding and Markets Committee must have at least three
members and meet at least four times a year.

RISK AND FUNDING AND HUMAN RESOURCES
AUDIT COMMITTEE MARKETS COMMITTEE COMMITTEE

5 4 6

ELIGIBLE
TO ATTEND

ELIGIBLE
TO ATTEND

ELIGIBLE

ATTENDED ATTENDED TO ATTEND

o o o0l O =~
o/ o o0 O =
O O O b W b

AlO O |l W b
g o O ool o0 O O
g oOo O ool o0 O O

1 The terms for Mr Bradley and Mr Stening expired on 30 June 2020. Both members were reappointed from 16 July 2020 until 30 June 2023.
2 Mr Allen was appointed to the Board from 16 July 2020. This is an ex officio appointment within Queensland Treasury.

3 Ms Vilgan was appointed to the Board from 1 October 2020.



GERARD BRADLEY AO
BCOM, DIPADVACC, FCA,
FCPA, FAICD, FIML

Chair
Appointed 10 May 2012.
Tenure to 30 June 2023.

Board Committees
m Member, Human Resources Committee

m Member, Funding and Markets
Committee

LEON ALLEN
BA (HUM), GRAD DIP PUBLIC
POLICY, MAICD

Appointed 16 July 2020.

Board Committees
m Member, Funding and Markets
Committee

NEVILLE IDE

BBUS (ACCTG),

MCOMM (ACCTG AND FIN),
FCPA, FAICD

Appointed 1 October 2018.
Tenure to 30 September 2021.

Board Committees
m Member, Risk and Audit Committee

m Member, Funding and Markets
Committee
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as at 30 June 2021

Prior to his appointment as the Chair of QTC’s Board, Mr Bradley was the Under Treasurer and
Under Secretary of the Queensland Treasury Department, a position he held from 1998 to 2012.
He was also a QTC Board member from 2000-2007.

Mr Bradley has extensive experience in public sector finance gained in both the Queensland and
South Australian treasury departments. He was Under Treasurer of the South Australian
Department of Treasury and Finance from 1996 to 1998, and of Queensland’s Treasury
Department from 1995 to 1996. Mr Bradley held various positions in Queensland Treasury from
1976 to 1995, with responsibility for the preparation and management of the State Budget and the
fiscal and economic development of Queensland.

He is currently a Non-Executive Director and Chairman of Queensland Treasury Holdings Pty Ltd
and related companies, a Non-Executive Director of Star Entertainment Group Ltd, Pinnacle
Investment Management Group Limited and the Winston Churchill Memorial Trust, a Member of
the Queensland regional selection committee for Churchill fellowships, and a Director of the
Pinnacle Charitable Foundation.

Leon Allen is currently acting as Under Treasurer of Queensland Treasury, a role he has held since
May 2021. Leon was appointed Deputy Under Treasurer, Queensland Treasury in May 2020 with
responsibility for economic, fiscal and commercial policy. He forms part of the Queensland
Treasury leadership team supporting government with management of the Queensland economy
and its financial resources and managing major commercial opportunities and risks.

Prior to this appointment, Mr Allen held senior leadership roles with the Commonwealth Bank of
Australia’s Institutional Banking and Markets division for 13 years, including Head of Institutional
Banking and Markets, Queensland; General Manager, Government, Health, Education and Social
Infrastructure; and CEO and Managing Director Americas, leading the bank’s operations in North
America between 2016 and early 2020.

His career has included roles with the Australian Government’s Department of Finance, the
Australian National Audit Office, the Queensland Department of the Premier and Cabinet, and
Ergon Energy. Mr Allen is also the Chair of South Bank Corporation, which manages a major urban
and cultural precinct in Brisbane.

Neville Ide has more than 40 years’ experience in finance and treasury management having held
executive roles in the government, finance and banking sectors, including Queensland Treasury
Corporation for 12 years and as Group Treasurer at Suncorp Metway Limited.

Mr Ide’s industry knowledge and experience covers banking, insurance, infrastructure and
corporate treasury management, including debt and equity capital markets, balance sheet
structuring and financial risk management.

Mr Ide has served as a Non-Executive Director on several public and private company boards
since 2006, including appointments to Queensland Motorways Limited, RACQ Insurance, RACQ
Bank, Retech Technology Limited, SunWater Limited, and as a previous QTC Board member. He
is currently a Director of QBANK.
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ANNE PARKIN

B SCIENCE (HONS), DIP ED,
GRAD DIP SEC, MBA,
MAICD, F FIN

Appointed 1 July 2016.
Tenure to 30 September 2022.

Board Committees
m Member, Risk and Audit Committee

m Member, Human Resources Committee

KAREN SMITH-POMEROY
ADIP (ACCOUNTING),
GAICD, FIPA, SF FIN

Appointed 9 July 2015.
Tenure to 30 September 2022.

Board Committees
m Chair, Risk and Audit Committee

» Member, Human Resources Committee

JIM STENING
DIP FIN SERYV, FAICD

Appointed 13 November 2014.
Tenure to 30 June 2023.

Board Committees

m Chair, Funding and
Markets Committee

ROSEMARY VILGAN

BBUS, DIP SUPN MGT,
FAICD, FASFA

Appointed 1 October 2020.
Tenure to 30 September 2023.

Board Committees
m Chair, Human Resources Committee

QTC'’s Capital Markets Board cont.

Anne Parkin has more than 25 years’ international management and board level experience across
Asia-Pacific banking and financial services.

Ms Parkin has held diverse leadership roles in domestic and global broking and banking,
superannuation administration, retail management and education in both the public and private
sectors. At an executive level, she has experience operating in highly regulated businesses
including banking with Credit Suisse and UBS, and in Australian superannuation.

Ms Parkin is currently the Chair of an SME in the energy sector. She is the former Chair of a
start-up company and a former Non-Executive Director of both Credit Suisse Securities Malaysia
and Credit Suisse Securities Philippines. Ms Parkin was also the Executive Director of the Hong
Kong Control Committee, responsible for oversight of operational risk for Credit Suisse Hong Kong
and its affiliates, and the executive in charge of operational matters with local regulators, including
the Hong Kong Monetary Authority and Hong Kong Securities and Futures Commission.

Karen Smith-Pomeroy is an experienced financial services senior executive with a specialty in risk
and governance.

Ms Smith-Pomeroy held senior executive roles with Suncorp Group Limited from 1997 to 2014,
including Chief Risk Officer Suncorp Bank from 2009 to 2013, and Executive Director, Suncorp
Group subsidiary entities from 2009 to 2014. She has also held non-executive roles on a number of
Government and commercial boards and committees including CS Energy Limited and Tarong
Energy Corporation Limited.

Ms Smith-Pomeroy is currently Chair of National Affordable Housing Consortium Limited and the
Regional Investment Corporation, and a Non-Executive Director of Stanwell Corporation Limited
and Kina Securities Limited. She is also an Independent Chair of the Audit and Risk Committee of
South Bank Corporation and an Independent Audit Committee member of the Department of State
Development, Local Government, Infrastructure and Planning.

Jim Stening has more than 30 years’ experience in financial markets in the fixed income asset
class, including hands-on trading and investing in Australian and global capital markets.

Mr Stening has extensive experience in debt markets, business development, executive
management and corporate governance across a diverse range of economic cycles. He has held
senior roles at NAB, Merrill Lynch and Banco Santander.

Mr Stening is the founder and Managing Director of FIIG Securities Limited, Australia’s largest
specialist fixed-income firm and a Non-Executive Director of related companies, and a Fellow of the
Australian Institute of Company Directors.

Rosemary Vilgan is an experienced Non-Executive Director, with expertise in financial services and
business leadership and transformation. She was the Chief Executive of QSuper, a global financial
services business with $90 billion in accounts, from 1998 until 2015.

Ms Vilgan is currently the Chairperson of the Commonwealth Bank Group Staff Superannuation
Fund, a Member of the Board of the Guardians of New Zealand Superannuation and a Member of
the Cambooya Investment Committee. Her former roles include Chairperson of the Federal
Government’s Safety, Rehabilitation and Compensation Commission, a member of the Board of the
Children’s Hospital Foundation (Qld) and a Queensland Council member of AICD. She is a former
Councillor, Deputy Chancellor and Chairperson of the Audit and Risk Committee at Queensland
University of Technology (QUT), and a former director and Chair of the Board of the Association of
Superannuation Funds of Australia (ASFA).

In 2013, Ms Vilgan was named the Telstra Australian Businesswoman of the Year. She holds
qualifications in business and superannuation and is a Fellow of both AICD and ASFA and a
Member of Chief Executive Women.
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QTC Executive Leadership Team

The responsibility for the day-to-day operation and administration of QTC is delegated by the
Board to the Chief Executive and the Executive Leadership Team. The Chief Executive is
appointed by the Board and executives are appointed by the Chief Executive. Executive
Leadership Team appointments are made on the basis of qualifications, experience, skills, strategic
ability, and commitment to contribute to QTC’s performance and achievement of its corporate
objectives.

QTC’s Executive Leadership Team
as at 30 June 2021

Philip Noble Chief Executive

Grant Bush Deputy Chief Executive and Managing Director, Funding and Markets
Mark Girard Managing Director, Clients

Rupert Haywood Managing Director, Corporate Services and Chief Risk Officer

Jane Keating Managing Director, Finance, Data and Compliance

Internal audit

The Financial and Performance Management Standard 2019 (Qld) (Standard) governs the
operation of QTC’s internal audit function. QTC outsourced its independent internal audit function
to EY for the 2020-21 financial year. Internal audit reports to the Risk and Audit Committee and is
conducted under an Internal Audit Policy, consistent with the relevant audit and ethical standards.
The role of internal audit is to support QTC’s corporate governance framework by providing the
Board (through the Risk and Audit Committee) with:

= assurance that QTC has effective, efficient and economical internal controls in place to support the
achievement of its objectives, including the management of risk, and

= advice with respect to QTC'’s internal controls and business processes.
Internal audit is responsible for:

= developing an annual audit plan, based on the assessment of financial and business risks aligned with
QTC'’s strategic goals and objectives, as well as material risks, and approved by the Risk and Audit
Committee

= providing regular audit reports and periodic program management reports to the management team
and the Risk and Audit Committee, and

= working constructively with QTC’s management team to challenge and improve established and
proposed practices and to put forward ideas for process improvement.

In the year under review, EY completed its internal audits in accordance with the approved annual
audit plan.

External audit

In accordance with the provisions of the Auditor-General Act 2009, the Queensland Audit Office is
the external auditor for QTC. The Queensland Audit Office has the responsibility for providing
Queensland’s Parliament with assurances as to the adequacy of QTC’s discharge of its financial
and administrative obligations.

All audit recommendations raised by the Queensland Audit Office that were due during the
reporting period were addressed.

21
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State Investment Advisory Board

The State Investment Advisory Board (SIAB) was established in
2008 as an advisory Board of Queensland Treasury Corporation
under section 10 of the QTC Act. SIAB was established to manage
long-term assets for the State by a board independent of QTC’s
capital markets operations. The long-term assets have no impact on
QTC'’s capital markets operations and there is no cash flow affect for
QTC.

In 2020-21, with power delegated from QTC, the SIAB was
responsible for:

= providing governance oversight of the financial assets set
aside by the Queensland Government to meet future
employee liabilities and other long-term obligations of the
State

= providing governance oversight of the financial assets that
relate to the Debt Retirement Fund established under the
Queensland Future Fund Act 2020, and

= providing investment governance assistance in connection
with the Financial Provisioning Fund established under the
Mineral and Energy Resources (Financial Provisioning) Act
2018 and the National Injury Insurance Scheme Fund,
Queensland.

The SIAB members are appointed by the
Governor-in-Council, pursuant to section 10(2) of the QTC
Act. Remuneration for the SIAB members is determined by
the Governor-in-Council.

The members of the SIAB were:

POSITION ATTENDED TOE;IC_\'II(';I'IEBFI‘J-[E)
Board meetings held: 4
Rachel Hunter1, Under Treasurer Chair 3 3
Leon Allen1, Acting Under Treasurer Chair 1 1
Glenn Miller2, Queensland Treasury Member 2 2
William Ryan2, Queensland
Treasury Member 2 2
Philip Graham, External member Member 4 4
Maria Wilton, External member Member 4 4
Tony Hawkins, External member Member 4 4

1 The Chair of SIAB is an ex officio role. Rachel Hunter was Chair until Leon Allen was appointed as
the Acting Under Treasurer from 29 April 2021.

2 This position is an ex officio appointment within Queensland Treasury. Glenn Miller acted as the ex
officio member until William Ryan assumed the role from 19 November 2020.

SIAB Board Members
as at 30 June 2021

LEON ALLEN
BA (HUM), GRAD DIP PUBLIC POLICY, MAICD

Chairman Appointed 29 April 2021.

Leon Allen is acting as Under Treasurer of Queensland Treasury, a
role he has held since May 2021. Mr Allen joined Queensland
Treasury in May 2020 as Deputy Under Treasurer with responsibility
for economic, fiscal and commercial policy.

Prior to this appointment, Mr Allen held senior leadership roles with
the Commonwealth Bank of Australia’s Institutional Banking &
Markets division for 13 years; including as CEO and Managing
Director Americas, leading the bank’s operations in North America
between 2016-2020.

His career has included roles with the Australian Government’s
Department of Finance, the Australian National Audit Office, the
Queensland Department of the Premier and Cabinet, and Ergon
Energy. Mr Allen is also the Chair of South Bank Corporation, which
manages a major urban and cultural precinct in Brisbane.

WILLIAM RYAN
BBUS (BANKING AND FIN), GRAD CERT POLICY ANALYSIS

Appointed 19 November 2020.

William Ryan is the Head of Fiscal, Queensland Treasury, with
responsibilities for managing the State’s budget and balance sheet,
and ensuring the long-term sustainability of Queensland’s fiscal
position. He forms part of Queensland Treasury’s Senior Leadership
Team and serves as a member of the Queensland Government
Insurance Fund Governance Committee.

Prior to his current role, Mr Ryan held senior leadership roles in
Queensland Treasury over a 19-year career. These roles have
included developing investment programs, financial assurance
modelling, infrastructure program and economic policy analysis.

MARIA WILTON AM
BEC, CFA, FAICD, FAIST

Appointed 4 July 2019.

Maria Wilton has more than 30 years’ experience in the financial
services industry. Ms Wilton was Chair and Managing Director of
Franklin Templeton Investments Australia from 2006—-2018. She
previously held roles with BT Financial Group, County Investment
Management, JP Morgan Investment Management and
Commonwealth Treasury.

Ms Wilton is currently Vice Chair of the Global Board of Governors of
the Chartered Financial Analyst Institute and Vice Chair of
Infrastructure Victoria and Chair of the Audit Committee. She is a
Director of Australia Post Super, Dexus Wholesale Property Fund,
WorkSafe, VFMC and the Confident Girls Foundation.

TONY HAWKINS AM
B COMM, DIP OF FIN MGT, FCPA, GAICD

Appointed 4 July 2019.

Tony Hawkins has more than 45 years’ experience in the insurance,
financial services, mining, building and construction industries. He
was the CEO of WorkCover Queensland from 1998-2016 and was
responsible for a turnover of $1.5 billion.

Prior to this, Mr Hawkins held management positions at AXA
Australia, National Mutual and Australian Casualty and Life.

Mr Hawkins is currently a Director at Lexon Insurance Pty Ltd and the
Operations Manager at KA Hawkins Constructions Pty Ltd. He has
previously held directorships at QSuper Limited and the Queensland
Workplace Health and Safety Board.

PHILIP (PHIL) GRAHAM
BA (ECON, HONS), MCOM (FIN, HONS), CFA, GAICD

Appointed 4 July 2019.

Phil Graham has extensive experience in investment management,
financial markets and economic policy. He is an independent member
of the Lonsec Asset Allocation Committee and a consultant to
AustralianSuper.

Mr Graham was Senior Portfolio Strategist and Deputy Chief
Investment Officer at Mercer from 2007-2018. He also held senior
roles at QIC and Access Capital Advisors, and prior to this he worked
for the Reserve Bank of Australia and the ANZ

Banking Group.

Mr Graham is a past-President of the CFA Society of Melbourne and
was the Presidents Council Representative for the CFA Asia Pacific
North and Oceania region in 2015-2019. He currently serves on the
CFA Disciplinary Review Committee.
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Statement of comprehensive income

For the year ended 30 June 2021

CAPITAL MARKETS OPERATIONS

Net gain/(loss) on financial instruments at fair value through profit or loss

(Loss)/gain on financial assets

Gain/(loss) on financial liabilities

Other income
Fee income

Lease income

Expenses

Administration expenses
Depreciation on right of use assets
Depreciation on leased assets

Loss on disposal of plant and machinery

Profit from Capital Markets Operations before income tax
Income tax expense

Profit from Capital Markets Operations after income tax

STATE INVESTMENT OPERATIONS*

Net return from investments

Net change in fair value of unit trusts

Interest on fixed rate notes

Net change in fair value of fixed rate notes
Management fees

Profit/(loss) from State Investment Operations
Total net profit/(loss) for the year after tax

Total comprehensive income/(loss) attributable to the owner
Total comprehensive income/(loss) derived from:
Capital Markets Operations

State Investment Operations

Total comprehensive income/(loss)

*Previously Long Term Assets (refer note 1)

The accompanying notes form an integral part of these financial statements.

2021
NOTE $000

3 (243 309)
3 354 846
111 537

91879

91879

4 (77 770)
14 (1713)

(79 483)
123933
5 (8 282)
115 651

4676 076
(1 864 990)
(2 653 028)
(158 058)
115 651
115 651

115 651

115 651

2020
$000

5173 695
(5 105 688)
68 007

81262

81269

(73 578)
(1711)
(12)
(17)

(75 318)
73 958
(7 091)
66 867

(1105 390)
(1825 104)
3109 369
(178 875)
66 867

66 867

66 867

66 867

Note: Throughout these financial statements the Capital Markets Operations and the State Investment Operations have been disclosed separately to distinguish between
QTC’s main central treasury management role and its additional responsibilities following the transfer of the State’s superannuation and other long term investment assets

(refer note 1).



Balance sheet

As at 30 June 2021

ASSETS — CAPITAL MARKETS OPERATIONS
Cash and cash equivalents

Receivables

Financial assets at fair value through profit or loss
Derivative financial assets

Onlendings

Property, plant and equipment

Right-of-use assets

Intangible assets

Deferred tax asset

ASSETS — STATE INVESTMENT OPERATIONS*

Financial assets at fair value through profit or loss

Total Assets

LIABILITIES — CAPITAL MARKETS OPERATIONS
Payables

Derivative financial liabilities

Financial liabilities at fair value through profit or loss

- Interest-bearing liabilities

- Deposits

Lease liabilities

Other liabilities

LIABILITIES — STATE INVESTMENT OPERATIONS*

Financial liabilities at fair value through profit or loss

Total Liabilities
NET ASSETS
EQUITY - CAPITAL MARKETS OPERATIONS

Retained surplus

EQUITY - STATE INVESTMENT OPERATIONS*

Retained surplus

Total Equity

*Previously Long Term Assets (refer note 1)

The accompanying notes form an integral part of these financial statements.
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2021 2020
NOTE $000 $000
6 11 803 213 2487 431

7 262 6 239

7 14958 589 22170 759

8 336 836 377 633

9 104 611 229 98 334 286

13 2967 3633
14 8278 9991
9 462 14 383
4893 4590

131742729 123 408 945

16 37814711 26 216 930
37814711 26 216 930
169 557 440 149 625 875

26 579 19974
8 238 187 646 834

10(a) 122755935 113 188 864
10(b) 8 107 683 8 865 253
14 15165 17 826
6 806 143 471

131150 355 122 882 222

16 37814 711 26 216 930
37814711 26 216 930

168 965 066 149 099 152

592 374 526 723

592 374 526 723
592 374 526 723
592 374 526 723

25
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26 Statement of changes in equity

For the year ended 30 June 2021

NOTE
Balance at 1 July 2019
Profit for the year
Transactions with owners in their capacity as owners:
Dividend provided for or paid
Balance at 30 June 2020

Balance at 1 July 2020

Profit for the year

Transactions with owners in their capacity as owners:

Dividend provided for or paid 24
Balance at 30 June 2021

*Previously Long Term Assets (refer note 1)

The accompanying notes form an integral part of these financial statements.

CAPITAL MARKETS
OPERATIONS

RETAINED
SURPLUS

$000
509 856

66 867

(50 000)
526 723

526 723
115 651

(50 000)
592 374

STATE
INVESTMENT
OPERATIONS*

RETAINED
SURPLUS
$000

TOTAL
EQUITY
$000
509 856

66 867

(50 000)
526 723

526 723
115 651

(50 000)
592 374



Statement of cash flows

For the year ended 30 June 2021

CAPITAL MARKETS OPERATIONS

Cash flows from operating activities

Interest received from onlendings

Interest received from investments and other sources
Fees received

Net GST

Interest paid on interest-bearing liabilities

Interest paid on deposits

Administration expenses paid

Income tax paid

Net cash provided by operating activities

Cash flows from investing activities

Proceeds from sale of investments

Payments for investments

Net client onlendings

Payment for intangibles

Proceeds from sale of property, plant and equipment
Payments for property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities

Proceeds from interest-bearing liabilities
Repayment of interest-bearing liabilities

Net client deposits

Dividends paid

Net cash provided by financing activities

Net increase in cash and cash equivalents held
Cash and cash equivalents at 1 July

Cash and cash equivalents at 30 June

The accompanying notes form an integral part of these financial statements.

2021
NOTE $000

3190 892
279 835

93 390

208

(2 800 272)

(64 617)

(71 654)

(7 153)

15(a) 620 629

33 681 434
(26 578 979)
(9977 168)
(709)

(13)

(2 875 435)

40 285 045
(27 908 582)

(755 875)

(50 000)

15(b) 11 570 588
9315 782

2487 431

6 11803213
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2020
$000

3017 502
337 479
81264
(172)

(3 054 005)
(126 763)
(71 600)
(8 638)
175 067

41490 286
(42 205 617)
(9 527 259)
(1 567)

20

(321)

(10 244 458)

62312 835
(52 967 165)
1684 013
(50 000)

10 979 683
910 292
1577 139
2487 431

27
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Notes to the Financial Statements
For the year ended 30 June 2021

Contents
1 General information 28
2 Significant accounting policies and other explanatory information 29

Capital Markets Operations

3 Net gain/(loss) on financial instruments

at fair value through profit or loss 31
4 Administration expenses 31
5 Income tax expense 32
6  Cash and cash equivalents 32
7  Financial assets at fair value through profit or loss 33
8  Derivative financial assets and derivative financial liabilities 33
9  Onlendings 34
10 Financial liabilities at fair value through profit or loss 34
11 Financial risk management 36
12 Fair value hierarchy 4
13 Property, plant and equipment 42
14 Right of use assets and lease liabilities 43
15 Notes to the statement of cash flows 44

State Investment Operations

16  Financial instruments at fair value through profit or loss 45
17  Financial risk management 47
18 Fair value hierarchy 48

Other information

19 Contingent liabilities 50
20 Related party transactions 50
21 Key management personnel 51
22 Auditor’s remuneration 54
23 Investments in companies 54
24  Dividends 54
25 Events subsequent to balance date 54

1 General information

Queensland Treasury Corporation (QTC) is the Queensland Government’s central
financing authority. It also provides a range of financial services to State public
sector entities, local governments and universities. QTC is constituted under the
Queensland Treasury Corporation Act 1988 (the Act), with the Under Treasurer
designated as the Corporation Sole under section 5(2) of the Act. QTC is
domiciled in Queensland, Australia, with its principal place of business being 111
Eagle Street, Brisbane, Queensland. QTC’s ultimate parent is the State of
Queensland.

QTC’s business operations are made up of two segments, namely Capital
Markets Operations and State Investment Operations (SIO).

Capital Markets Operations

QTC’s Capital Markets Operations include debt funding, cash management,
financial risk management advisory and specialist public finance education.

These services are undertaken on a cost-recovery basis with QTC lending to its
clients at an interest rate based on its cost of funds plus a loan administration fee
to cover the cost of administering the loans. QTC passes on the returns of asset
management to its clients and retains the unrealised gains/losses associated with
credit spread movements on its balance sheet until the sale of the asset or its
maturity. The gains/losses associated with QTC’s management of these loans is
passed on to the State Consolidated Fund.

QTC’s Capital Markets Operations also generate a profit or loss reflecting the net
return from financial markets instruments held for capital and liquidity purposes. In
undertaking these activities, QTC maintains adequate capital to manage its risks
having regard to its Capital Policy.

State Investment Operations

SIO consists of portfolios of assets that were transferred to QTC by the State
Government. This segment was previously called the Long Term Assets (LTA)
segment.

The assets of this segment are held in unit trusts managed by QIC Limited (QIC)
and overseen by the State Investment Advisory Board (SIAB). These assets are
invested in two portfolios, the LTA portfolio and the Queensland Future Fund (QFF)
portfolio. Each portfolio has its own investment management agreement.

Long Term Assets

The LTA portfolio consists of assets that were transferred to QTC by the State in
2008 to fund the State’s superannuation and other long-term obligations. In
2020-21, the Queensland Government contributed a 25 per cent share of
Queensland Titles Registry Pty Ltd to the LTA portfolio.

Queensland Future Fund

The QFF and its sub fund, the Debt Retirement Fund (DRF) were established as
funds under the Queensland Future Fund Act 2020. The DRF was set up to support
both the State’s credit rating and generate returns to reduce the State’s debt
burden. The initial investment in the DRF was a transfer of $1 billion from the
surplus assets of the defined benefit superannuation investment account of the LTA
portfolio in April 2021. Further contributions made to the DRF in the financial year
included a 75 per cent share of Queensland Titles Registry Pty Ltd at an initial value
of $6 billion, $206 million of other securities and a further transfer of $500 million
surplus assets held to support the defined benefit superannuation scheme.

Withdrawals from the DRF are limited to amounts to reduce the State’s debt, and
fees or expenses associated with administering the fund by the Queensland Future
Fund Act 2020.

Fixed Rate Notes

AFixed Rate Note (FRN) has been issued by QTC for each of the portfolios of SIO
in return for the transfer of assets from the State.

The FRN issued to match the LTA portfolio has an interest rate of 6.5% per annum
(2020: 6.5%) which accrues on the book value of the FRN and is for the benefit of
the State’s Consolidated Fund.

The FRN issued in return for the initial transfer of assets to the QFF is for the
benefit of Queensland Treasury. Interest at a rate of 6.5% per annum accrues on
the book value of this FRN.

Recognising the direct relationship between the FRN and the assets of SIO, any
difference between the return paid by QTC on the FRN and the return received by
QTC on the invested assets is recognised in the financial statements annually as a
market value adjustment to the value of the FRN. Any market value adjustment
does not impact QTC’s Capital Markets Operations or its ability to meet its
obligations.

SIAB members include representatives from Queensland Treasury and three
external members with experience in investment management and insurance and
has been delegated all responsibility for overseeing SIO within a framework
provided by the State Government. This includes determining an appropriate
investment strategy, monitoring investment performance and the performance of the
investment manager (QIC), and monitoring compliance with relevant internal
controls, standards and legislation. The formulation of strategic asset allocation,
performance and monitoring of SIO’s assets is therefore distinct from QTC’s Capital
Markets Board and day-to-day Capital Markets Operations and is the responsibility
of SIAB and its appointed investment manager (QIC).

Each year, QTC’s Capital Markets Board receives relevant information about the
assets of SIO in order to prepare financial statements in accordance with Australian
Accounting Standards and other prescribed requirements. QIC is responsible for
assisting SIAB to provide this relevant information to the QTC Capital Markets
Board.
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2 Significant accounting policies and other explanatory information

The principal accounting policies adopted in the preparation of the financial report
are set out below and in the relevant notes to the financial statements.

(a) Basis of preparation

These general purpose financial statements for the year ended 30 June 2021
have been prepared in accordance with Australian Accounting Standards (AASB)
and interpretations adopted by the Australian Accounting Standards Board, the
Financial Accountability Act 2009, the Financial and Performance Management
Standard 2019, and the Financial Reporting Requirements for Queensland
Government Agencies (as applicable to statutory bodies) for reporting periods
beginning on or after 1 July 2020.

Compliance with International Financial Reporting Standards

QTC’s financial statements comply with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board.
QTC has elected to comply with the requirements of IFRS as if it is a for-profit
entity.

Changes in accounting policy, disclosures, standards and interpretations
New accounting standards

Changes to the Conceptual Framework for Financial Reporting and new and
amended accounting standards are effective for the year ended

30 June 2021. None of these changes, new standards or interpretations have
been deemed to have any material impact on the financial statements.

Standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been issued that are
not mandatory for the current reporting period. The future adoption of Australian
Accounting Standards and Interpretations issued but not yet effective are not
expected to have a material impact on QTC’s financial statements, however they
may result in minor changes to how information is currently disclosed.

Basis of measurement

These financial statements are prepared on the basis of fair value measurement
of assets and liabilities except where otherwise stated. Fair value is the amount
for which an asset could be exchanged, or liability settled between
knowledgeable, willing parties in an arm’s length transaction.

Functional and presentation currency

These financial statements are presented in Australian dollars, which is QTC’s
functional currency.

Classification of assets and liabilities

The balance sheet is presented on a liquidity basis. Assets and liabilities are
presented in decreasing order of liquidity and are not distinguished between
current and non-current.

(b) Foreign currency

Foreign currency transactions are initially translated into Australian dollars at the
rate of exchange applying at the date of the transaction. At balance date,
amounts payable to and by QTC in foreign currencies have been valued using
current exchange rates after considering interest rates and accrued interest.
Exchange gains/losses are brought to account in the statement of
comprehensive income.

(c) Collateral

QTC enters into a range of transactions with counterparties, which require the
lodgement of collateral subject to agreed market thresholds. Where these
thresholds are exceeded, QTC may be required to either pledge assets to, or be
entitled to receive pledged assets from, the counterparty to secure these
transactions. The assets pledged or received are primarily in the form of cash.

(d) Financial assets and liabilities

Financial assets on initial recognition are classified at fair value through profit or
loss and include:

m cash and cash equivalents

m financial assets at fair value through profit or loss

m derivative financial instruments, and

m onlendings

Financial liabilities are measured at fair value through profit or loss and include:
m interest-bearing liabilities

m deposits, and

m fixed rate notes

Financial assets and liabilities are recognised on the balance sheet when QTC
becomes party to the contractual provisions of the financial instrument, which is the
settlement date of the transaction. A financial asset is derecognised when the
contractual rights to the cash flows from the financial assets expire or are
transferred and no longer controlled by QTC. A financial liability is derecognised
when the obligation specified in the contract is discharged, cancelled or expires.

Financial assets and liabilities are measured at fair value through profit or loss by
reference to quoted market exit prices where available. If quoted market prices are
not available, then fair values are estimated on the basis of pricing models or other
recognised valuation techniques.

QTC uses mid-market rates as the basis for establishing fair values of quoted
financial instruments with offsetting risk positions. In general, the risk
characteristics of funds borrowed, together with the financial derivatives used to
manage interest rate and foreign currency risks, closely match those of funds on
lent. In all other cases, the bid-offer spread is applied where material.

Gains and losses on financial assets and liabilities at fair value through profit or
loss are brought to account in the statement of comprehensive income.

(e) Offsetting financial instruments

QTC offsets financial assets and liabilities where there is a legally enforceable right
to set-off, and there is an intention to settle on a net basis or to realise the asset
and settle the liability simultaneously (refer note 11(c)(iv)).

(f) Repurchase agreements

Securities sold under agreements to repurchase at an agreed price are retained
within the financial assets at fair value through profit or loss category while the
obligation to repurchase is disclosed as a financial liability at fair value through
profit or loss.

(g) Feeincome
Fee income includes:

m management fee income, which represents income earned from the
management of QTC’s onlendings and deposits, and is recognised over time
when the service has been provided in accordance with client mandates

m other fees, which are recognised in the period the services are provided to the
extent that it is probable that the economic benefits will flow to QTC and can be
measured reliably, and

m revenue on financial guarantees, which is recognised on an ongoing basis over
the contract term. The probability of default on a financial guarantee is
extremely low due to counter indemnities and therefore, revenue receivable is
reflective of fair value.

(h) Profits/losses

Unless otherwise determined by the Governor in Council, the Queensland Treasury
Corporation Act 1988 requires that all profits shall accrue to the benefit of the State
Consolidated Fund and all losses shall be the responsibility of the State
Consolidated Fund. Return of profits to the State Consolidated Fund is made by
way of dividends which are provided for following approval by the Board after
considering QTC'’s capital requirements.
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2 Significant accounting policies and other explanatory information continued

(i) Receivables

Receivables are measured at amortised cost which approximates their fair value
at reporting date. Trade debtors are recognised at the amounts due at the time of
sale or service delivery i.e. the agreed purchase/contract price. Other debtors
generally arise from transactions outside the usual operating activities of the
corporation and are recognised at their assessed values with terms and conditions
similar to trade debtors.

(i) Intangible assets

Costs incurred to acquire computer software licences and to develop the specific
software are capitalised. These assets are amortised on a straight-line basis over
the period of expected benefit, which is usually between three and seven years.

(k) Impairment
Where an impairment is recognised the following methodology is applied:

Receivables: The loss allowance for trade and other debtors reflects lifetime
expected credit losses and incorporates reasonable and supportable forward-
looking information. Economic changes impacting QTC’s debtors and relevant
industry data form part of QTC’s impairment assessment. No loss allowance is
recorded for receivables from Queensland Government agencies or Australian
Government agencies on the basis of materiality.

Where there is no reasonable expectation of recovering an amount owed by a
debtor, the debt is written off by directly reducing the receivable against the loss
allowance. If the amount of debt written off exceeds the loss allowance, the
excess is recognised as an impairment loss.

Non-financial Assets: The carrying value of non-financial assets is reviewed at
each reporting date or where there is an indication of impairment. If an indication
of impairment exists, the asset’s recoverable amount is determined. Any amount
by which the asset’s carrying amount exceeds the recoverable amount is recorded
as an impairment loss. The asset'’s recoverable amount is determined as the
higher of the asset’s fair value less cost of disposal or value in use.

() Employee benefits

A liability is recognised for employee benefits including salaries, superannuation,
annual leave, long service leave and short-term incentives where there is a
present or constructive obligation as a result of past service. The liability is based
on the amount expected to be paid provided that the obligation can be measured
reliably. These are measured on an undiscounted basis where the amounts are
expected to be paid within the next 12 months. For amounts where the payment
date is expected to exceed 12 months, such as long service leave, future pay
increases are projected and then discounted using the Australian Government
Bond Generic Yield Rates. As sick leave is non-vesting, this is recognised as and
when this leave is taken.

(m) Rounding

Amounts have been rounded to the nearest thousand dollars except as otherwise
stated.

(n) Comparative figures
No material adjustments have been made to prior year comparatives.

(o) Judgements and assumptions

The preparation of the financial statements requires the use of accounting
estimates. Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in which the
estimate is revised and in any future period affected. The areas involving a higher
degree of judgement or complexity, or areas where assumptions or estimates may
be significant to the financial statements are shown below:

Fair value of financial assets and financial liabilities

Financial assets and financial liabilities (including derivatives) are measured at fair
value by reference to quoted market prices where available. The fair value of
financial instruments that are not traded in an active market is determined by
reference to market quotes for similar instruments or by use of valuation techniques.
Valuation techniques may include applying trading margins to the swap curve or
counterparty credit spreads for similar instruments, adjusted for changes in the
credit worthiness of the counterparty. A margin may be applied based on the original
purchase margin where an instrument is not actively traded.

Judgement may be applied in selecting valuation methods or assumptions where an
active market quote is not available (refer notes 12 and 18).

Investments in Q land Treasury Holdings Pty Ltd (QTH)

Queensland Treasury holds a 60% beneficial interest in QTH and 76% of the voting
rights. The remaining 40% beneficial interest and 24% voting rights is held by QTC.
QTC does not apply the equity method to its investment in QTH as it does not have
control or significant influence over the entity, exposure or rights to variable returns
or the power to affect those returns. Queensland Treasury controls the significant
transactions and bears all the risks and benefits of QTH and accordingly, QTH is
consolidated into the financial statements of Queensland Treasury.

COVID-19 and other Environmental, Social, and Governance (ESG) related impacts
The majority of QTC’s assets (onlendings and cash and cash equivalents) are
valued daily at fair value and therefore no further adjustment is required as a result
of COVID-19, climate change, changes to laws and regulations or other policies
adopted by governments or regulatory authorities. Counterparty credit risk and
credit risk associated with QTC’s clients is separately monitored by QTC (refer note
11(c)). ESG and other sustainability risks are key considerations in determining
credit ratings. The majority of QTC’s onlendings are guaranteed by the State,
including lending to carbon intensive businesses.
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3 Net gain/(loss) on financial instruments at fair value through profit or loss

Accounting Policy

Gain/(loss) on financial assets and financial liabilities at fair value through profit or loss includes:

m net interest income and expense recognised under the accrual basis

m net realised gain/(loss) resulting from market rate movements recognised on settlement date from the sale of investments and the pre-redemption of borrowings, and
®m net unrealised gain/(loss) resulting from market rate movements from investments, certain onlendings and borrowings.

2021 2020
$000 $000
Net gain/(loss) on financial assets at fair value through profit or loss
Cash and cash equivalents 16 690 15292
Financial assets at fair value through profit or loss 81683 419 113
Derivatives 30 951 160 202
Onlendings (372 633) 4579 088

(243 309) 5173 695
Net gain/(loss) on financial assets at fair value through profit or loss

Financial liabilities at fair value through profit or loss

- Short-term 169 285 (199 828)
- Long-term 354 350 (4 541 637)
Deposits (62 922) (119 180)
Derivatives (87 578) (227 207)
Other (18 289) (17 836)

354846 (5 105688)

During the year ended 30 June 2021, long term yields rose leading to a decline in the market value of financial assets and in particular QTC’s onlendings. This loss was offset by a
decrease in the market value of financial liabilities.

4 Administration expenses

2021 2020
$000 $000

Salaries and related costs 44 803 43751
Superannuation contributions 3603 3840
Contractors 1863 459
Consultants’ fees 1107 2399
Information and registry services 3380 3468
Depreciation on property, plant and equipment 680 630
Amortisation and impairment on intangible assets (1) 5630 2152
Office occupancy 1967 1722
Information and communication technology 11 440 11225
Other administration expenses 3297 3932
77770 73578

(1) During the annual review of intangible assets it was decided that due to advances in technology, the estimated useful life of Findur and OnesumX software would be reduced. This has resulted
in an increase in amortisation cost of $3.2 million for 2021.
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5 Income tax expense

Accounting Policy

QTC is exempt from the payment of income tax under section 50-25 of the Income Tax Assessment Act 1997 (as amended). QTC makes a payment in lieu of income tax to
the State Consolidated Fund. The calculation of the income tax liability is based on the income of certain activities controlled by QTC’s Capital Markets Operations. No

income tax is payable on the SIO segment.

Current tax

Deferred tax (income)/expense

Total income tax expense recognised in the year
Numerical reconciliation between income tax expense and pre-tax accounting profit
Profit for the year before tax

Less profits/(losses) from non-taxable portfolios:

- Capital Markets Operations

- State Investment Operations

Operating profit from taxable portfolios

Tax at the Australian tax rate of 30% on taxable portfolios
Effect of non-deductible items

Income tax expense

6 Cash and cash equivalents
Accounting Policy

Cash and cash equivalents include cash on hand and on demand deposits which are highly liquid investments and readily convertible to cash.

Cash at bank

2021
$000

8 606
(324)
8 282

123 933

96 022

2791
8373
(91)
8282

2021
$000

11 803 213
11 803 213

2020
$000

7153
(62)
7091

73 958

50 327

23 631
7089

7 091

2020
$000

2487 431
2 487 431
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7 Financial assets at fair value through profit or loss
Accounting Policy

Financial assets are recognised on the balance sheet when QTC becomes party to the contractual provisions of the financial instrument with gains and losses recognised
in the income statement.

All financial assets are measured at fair value by reference to quoted market exit prices where available. If quoted market prices are not available, then fair values are
estimated on the basis of pricing models or other recognised valuation techniques.

2021 2020

$000 $000

Discount securities 1404 764 6248 681
Commonwealth and state securities (1) 1 840 526 1890 341
Floating rate notes 8 254 147 8973 685
Term deposits 2776 061 3590 075
Other investments 683 091 1467 977

14 958 589 22170 759

(1) QTC maintains holdings of its own stocks. These holdings are netted off and therefore excluded from financial assets and financial liabilities at fair value through profit or loss.

As at 30 June 2021, $9.4 billion (2020: $8.6 billion) of financial assets will mature after 12 months.

8 Derivative financial assets and derivative financial liabilities
Accounting Policy

All derivatives are measured at fair value through profit or loss with gains and losses recognised in the income statement. Derivatives are carried on the balance sheet as
assets when the fair value is positive and as liabilities when the fair value is negative.

QTC uses derivative financial instruments to hedge its exposure to interest rate, foreign currency and credit risks as part of its asset and liability management activities. In
addition, derivatives may be used to deliver long term floating rate or long term fixed rate exposure.

2021 2020
$000 $000
Derivative financial assets

Interest rate swaps 224 737 291 741
Cross currency swaps 49 657 72743
Foreign exchange contracts 59 924 11 950
Futures contracts 2518 1199
336 836 377 633

Derivative financial liabilities
Interest rate swaps (177 299) (506 650)
Cross currency swaps (51 758) (75 813)
Foreign exchange contracts - (17 053)
Futures contracts (9 130) (47 318)
(238 187) (646 834)
Net derivatives 98 649 (269 201)

As at 30 June 2021, derivatives with a net liability position of $38.9 million have maturity dates exceeding 12 months (2020: net liability position of $298.1 million).
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9 Onlendings

Accounting Policy

QTC borrows on behalf of its clients and lends at an interest rate based on QTC’s cost of funds plus an administration fee to cover the cost of QTC’s operations.

Onlendings are initially recognised at the amount drawn-down. Following initial recognition, onlendings are included in the balance sheet at fair value by

reference to either the underlying debt portfolio, or in the case of fixed rate loans, on a discounted cash flow basis.

2021
$000

Government departments and agencies 48 965 762
Government owned corporations 28 609 158
Statutory bodies 19 744 887
Local governments 6 883 658
QTC related entities (1) 102 898
Other bodies (2) 304 866
104 611 229

(1) QTC related entities includes DBCT Holdings Pty Ltd.

(2) Other bodlies include loans advanced under the Industry Support Package.

2020
$000

42 133 893
28 686 077
20 320 437
6797 068
104 391
292 420

98 334 286

At 30 June 2021, client deposits of $2.3 billion were placed in redraw facilities and offset the value of onlendings in the balance sheet (2020: nil). The gross value of

onlendings at 30 June 2021 was $106.9 billion (2020: $98.3 billion).
As at 30 June 2021, $91.6 billion (2020: $98.1 billion) of repayments are expected to be received after 12 months.

During the year ended 30 June 2021 the State provided financial assistance in the form of loans and grants to various Queensland private sector entities. This program was
called the Industry Support Package (ISP). At 30 June 2021, $36.5 million remained outstanding on loans advanced under the ISP. Each loan in this package was
negotiated individually and contains different terms and conditions and is guaranteed by the State. The maximum term for the ISP loans is 10 years with all loans expected

to be repaid by September 2030.

10 Financial liabilities at fair value through profit or loss

(a) Interest-bearing liabilities

Interest-bearing liabilities mainly consist of short-term treasury notes, Australian bonds and floating rate notes. Australian bonds include QTC’s domestic, capital

indexed and public bonds.

2021
$000
Interest-bearing liabilities

Short-term
Treasury notes 3174 801
Commercial paper 2460771
5635572

Long-term
AUD Bonds 105 388 979
Floating rate notes 10 082 630
Medium-term notes 1276 180
Other 372 574
117 120 363
Total interest-bearing liabilities 122 755 935

QTC borrowings are guaranteed by the Queensland Government under the Queensland Treasury Corporation Act 1988.
As at 30 June 2021, $114.6 billion (2020: $98.6 billion) of debt securities are expected to be settled after more than 12 months.

Instruments denominated in foreign currency are fully hedged resulting in no net exposure to any foreign currency.
Details of QTC’s exposure to foreign currencies and the derivatives used to hedge this exposure are disclosed in note 11(a)(i).

2020
$000

4714972
1321736
6 036 708

97 745 424
7 629 841
1462 903

313 988
107 152 156
113 188 864
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10 Financial liabilities at fair value through profit or loss continued

(a) Interest-bearing liabilities continued

The difference between the carrying amount of financial liabilities and the amount contractually required to be paid at maturity to the holder of the obligation is
set out in the following table:

FAIR VALUE Aﬁ’ﬁ%ﬁ DIFFERENCE
AS AT 30 JUNE 2021 $000 $000 $000
Interest-bearing liabilities
Short-term
Treasury notes 3174801 3175000 (199)
Commercial paper 2460 771 2594 228 (133 457)
5635572 5769 228 (133 656)
Long-term
AUD Bonds 105388979 115650611 (10 261 632)
Floating rate notes 10 082 630 10 292 668 (210 038)
Medium-term notes 1276 180 1486 560 (210 380)
Other 372574 376 977 (4 403)
117 120 363 127 806 816 (10 686 453)
Total interest-bearing liabilities 122755935 133576 044 (10 820 109)
FAIR VALUE A?EN'I’;\\IITREIﬂ DIFFERENCE
AS AT 30 JUNE 2019 $000 $000 $000
Interest-bearing liabilities
Short-term
Treasury notes 4714972 4716 000 (1 028)
Commercial paper 1321736 1321774 (38)
6036 708 6037774 (1 066)
Long-term
AUD Bonds 97 745424 84 260 055 13 485 369
Floating rate notes 7 629 841 7 630 000 (159)
Medium-term notes 1462 903 1117 441 345 462
Other 313 988 304 402 9 586

107 152 156 93 311 898 13 840 258
Total interest-bearing liabilities 113 188 864 99 329 672 13 839 192
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10 Financial liabilities at fair value through profit or loss continued

(b) Deposits

Client deposits are accepted to either the QTC Cash Fund or Working Capital Facility. Income derived from the investment of these deposits accrues to depositors daily.
The amount shown in the balance sheet represents the market value of deposits held at balance date.

Collateral held and securities that are sold under agreements to repurchase are disclosed as deposits.

2021 2020

$000 $000
Client deposits
Local governments 4029212 3602330
Statutory bodies 3404 693 3002217
Government departments and agencies 78 308 80 598
Government owned corporations 144 543 131 592
QTC related entities (1) 114 683 94 494
Other depositors 189 180 143 603

7960619 7054 834

Collateral held 147 064 56 739
Repurchase agreements — 1753 680

147 064 1810419
Total deposits 8107 683 8865253

(1) QTC related entities includes Queensland Treasury Holdings Pty Ltd and its subsidiaries Brisbane Port Holdings Pty Ltd, DBCT Holdings Pty Ltd and Queensland
Lottery Corporation Pty Ltd.

As at 30 June 2021, $8.0 billion (2020: $8.8 billion) will mature within 12 months.

11 Financial risk management

QTC’s activities expose it to a variety of financial risks including market risk (including foreign exchange risk and interest rate risk), funding and liquidity risk and credit risk.
QTC's financial risk management focuses on minimising financial risk exposures and managing volatility and seeks to mitigate potential adverse effects of financial risks on
the financial performance of QTC and its clients. To assist in managing financial risk, QTC uses derivative financial instruments such as foreign exchange contracts, interest
rate swaps and futures contracts.

Robust systems are in place for managing financial risk and compliance. Adherence to financial risk policies are monitored daily. To ensure independence, measurement
and monitoring of financial risks are performed by teams separate to those transacting.

All financial risk management activities are conducted within Board approved policies, as set out in the Financial Markets Risk Policy with new financial instruments
approved by the QTC Executive Leadership Team under delegated authority from the Board. All breaches of the Financial Markets Risk Policy are escalated to
management, the Chief Executive and the Funding and Markets Committee and presented at the next Board meeting.

QTC ensures that in undertaking its capital markets activities it has regard to its Capital Policy. QTC has no legal, regulatory or accounting requirement to hold capital
however, its Capital Policy sets out how QTC should manage its capital. QTC endeavours to maintain adequate capital to support its business activities risk profile and risk
appetite.

(@) Market risk

Market risk is the risk of incurring losses in positions arising from adverse movements in financial market prices. QTC is exposed to market risk arising from the impact of
movements in foreign exchange rates and interest rates. QTC’s exposure to market risk is through its borrowing and investment activities. This includes borrowing in
advance of requirements to ensure Queensland public sector entities have ready access to funding when required and to reduce the risk associated with refinancing
maturing loans.

As a consequence of market price movements, there are residual risk positions that may result in realised and unrealised accounting gains or losses being
recorded during the year. Depending on whether these transactions are held to maturity, the unrealised gains or losses may be reversed in subsequent
accounting periods.
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11 Financial risk management continued

(a) Market risk continued

(i) Foreign exchange risk

QTC has funding facilities that allow for borrowing in foreign currencies. At times, QTC’s Cash Fund invests in foreign currency assets. QTC enters into both forward
exchange contracts and cross currency swaps to hedge the exposure of foreign currency borrowings and offshore investments from fluctuations in exchange rates. The
following table summarises the hedging effect, in Australian dollars, that cross currency swaps and forward exchange contracts have had on the face value of offshore
borrowings and investments.

BORROWINGS OFFSHORE INVESTMENTS DERIVATIVE CONTRACTS NET EXPOSURE

2021 2020 2021 2020 2021 2020 2021 2020

$000 $000 $000 $000 $000 $000 $000 $000
usD (2 311 346) (999 484) = 495 270 2311 346 504 214 = =
CHF (158,715) (168 449) — — 158 715 168 449 — —
GBP = (322 290) = = = 322 290 = =
JPY (180 376) (203 241) — — 180 376 203 241 — —
EUR (721 451) (745 751) 79 106 81771 642 345 663 980 — —

(ii) Interest rate risk

QTC lends to clients based on a duration profile specified in the client mandates. QTC then manages any mismatch between the duration profile of client loans and
QTC’s funding within an Asset and Liability Management Portfolio. Duration is a direct measure of the interest rate sensitivity of a financial instrument or a portfolio of
financial instruments and quantifies the change in value of a financial instrument or portfolio due to interest rate movements. All costs or benefits of managing any
mismatch between client loans and QTC’s funding are passed on to the State Consolidated Fund, ensuring that QTC is effectively immunised from interest rate risk with
respect to these portfolios.

QTC’s interest rate risk, which results from borrowing in advance and investing surplus funds in high credit quality, highly liquid assets, is managed with consideration
given to duration risk, yield curve risk, basis risk and Value-at-Risk (VaR).

QTC uses a Board approved VaR framework to manage QTC'’s exposure to market risk complemented by other measures such as defined stress tests. The VaR
measure estimates the potential mark-to-market loss over a given holding period at a 99% confidence level. QTC uses the historical simulation approach to calculate VaR
with a holding period of ten business days.

To manage the risk of non-parallel yield curve movements, QTC manages portfolio cash flows in a series of time periods so that the net interest rate risk in each time
period can be measured. QTC enters into interest rate swaps and futures contracts to assist in the management of interest rate risk. In QTC’s funding and liquidity
portfolios, interest rate swaps may be utilised to change the interest rate exposure of medium to long-term fixed rate borrowings into that of a floating rate borrowing. Also,
at times, floating to fixed swaps may be undertaken to generate a fixed rate term funding profile. QTC is exposed to basis risk when interest rate swaps are used in the
Funding and Liquidity portfolios. Basis risk represents a mark-to-market exposure due to movements between the swap curve, as well as cash, bank bill and bond futures
contracts and QTC's yield curve.

Client deposits in the QTC Cash Fund are invested on behalf of clients and returns received from these investments are passed onto QTC’s clients except for
mark-to-market gains or losses from credit spread movements. QTC generally holds these investments to maturity and therefore any mark-to-market impacts from credit
spread changes are typically reversed over the life of the assets.

(b) Liquidity and financing risks
QTC has a robust internal framework whereby extensive liquidity scenario analysis and forecasting is undertaken to understand assumption sensitivities to ensure there
is appropriate forward looking visibility of the State’s liquidity position.

QTC debt is a Level 1 (prudentially required) asset for Australian banks under Basel Il reforms with a zero per cent capital risk weighting. Even in difficult market
circumstances, this generally ensures QTC debt is in high demand. Demand is further supported by the fact that QTC borrowings are guaranteed by the Queensland
Government, (QTC has been rated AA+/Aa1/AA by ratings agencies Standard & Poors, Moody’s and Fitch respectively) and that QTC benchmark bonds are Reserve
Bank of Australia (RBA) repurchase agreement eligible (repo eligible). The ability to readily issue debt is considered a potential source of liquidity.

QTC maintains appropriate liquidity to meet minimum requirements as defined by the Board. Limits are set by the Board and reviewed annually for the following liquidity
metrics:

m QTC Liquidity Coverage Ratio — QTC must maintain a minimum liquidity balance sufficient to cover a stressed liquidity requirement over 90 calendar days of outflows.
m Standard & Poor’s Liquidity Ratio — QTC must maintain a minimum ratio of liquid assets to debt servicing requirements at all times over a rolling 12 month horizon.

m Cash Flow Waterfall - QTC must maintain positive cash equivalents net of all inflows and outflows over a set horizon.

In addition to adhering to Board approved liquidity metrics, QTC holds liquid assets in the form of public sector entity deposits and investments owned by SIO.

QTC maintains its AUD benchmark bond facility as its core medium to long-term funding facility and its domestic treasury note facility as its core short-term funding
facility. In addition, QTC has in place a Green Bond Program, Euro and US medium-term note facilities and Euro and US commercial paper facilities to take advantage of
alternative funding opportunities in global markets. These facilities ensure that QTC is readily able to access both the domestic and international financial markets.

Except for deposits and payables, the maturity analysis for liabilities has been calculated based on the contractual cash flows relating to the repayment of the principal
(face value) and interest amounts over the contractual terms.

Deposits on account of the Cash Fund and Working Capital Facility are repayable at call while deposits held as security for stock lending and repurchase agreements are
repayable when the security is lodged with QTC.

Except for cash and receivables, the maturity analysis for assets has been calculated based on the contractual cash flows relating to repayment of the principal (face
value) and interest amounts over the contractual terms.

In relation to client onlendings, certain loans are interest only with no fixed repayment date for the principal component (i.e. loans are made based on the quality of the
client’s business and its financial strength). For the purposes of completing the maturity analysis, the principal component of these loans has been included in the greater
than five-year time band with no interest payment assumed in this time band.
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11 Financial risk management continued

(b) Liquidity and financing risks continued

The following table sets out the contractual cash flows relating to financial assets and financial liabilities held by QTC at balance date.

CONTRACTUAL MATURITIES AS AT
30 JUNE 2021

Financial assets
Cash and cash equivalents
Receivables

Onlendings (1)

Financial assets at fair value through profit or
loss

Total financial assets
Financial liabilities
Payables

Deposits

Financial liabilities at fair value through
profit or loss

- Short-term

- Long-term

Total financial liabilities
Derivatives

Interest rate swaps

Cross currency swaps
Foreign exchange contracts
Futures contracts

Net derivatives

Net (liabilities)/assets

Cumulative

3 MONTHS
OR LESS
$000

11 803 213
7 262
1133 459

2 529 589
15 473 523

(26 579)
(7 779 197)

(3 715 528)
(1811 267)
(13 332 571)

6103
(1198)
2350
(1536 000)
(1 528 745)
612207
612 207

3-6
MONTHS
$000

1108 672

2 450 967
3 559 639

(377 209)

(1903 701)
(78 646)
(2 359 556)

(6 027)
(5 928)

(11 955)
1188 128
1800 335

6-12
MONTHS
$000

1284119

698 604
1982723

(20 809)

(150 000)
(4334 921)
(4 505 730)

5147
(19 058)

(13 911)
(2 536 918)
(736 583)

1-5
YEARS
$000

14 068 787

6831173
20 899 960

(9 013)

(49 840 758)
(49 849 771)

(27 875)
(108 264)

(136 139)
(29 085 950)
(29 822 533)

MORE THAN
5 YEARS
$000

95 460 106

3908 991
99 369 097

(92 327)

(71 741 222)
(71 833 549)

72 267
(432 061)

(359 794)
27 175 754
(2 646 779)

TOTAL
$000

11 803 213
7 262
113 055 143

16 419 324
141 284 942

(26 579)
(8 278 555)

(5 769 229)
(127 806 814)
(141 881 177)

49 615
(566 509)
2350
(1536 000)
(2 050 544)
(2 646.779)

FAIR VALUE
$000

11 803 213
7 262
104 611 229

14 958 589
131 380 293

(26 579)
(8 107 683)

(5 635 572)
(117 120 363)
(130 890 197)

47 438
(2101)
59 924
(6 612)
98 649

588 745

(1) A large proportion of QTC’s onlendings are based on the quality of the business and financial strength of the client. Funds are therefore on lent on the basis of these businesses being going
concerns and continuing to meet key credit metric criteria such as debt to capital and interest coverage ratios. Accordingly, a significant portion of the onlendings portfolio has a loan maturity
profile that is greater than five years with the interest rate risk of these loans being managed based on the client’s business risk such that the funding is structured on the underlying business
profile. This can result in QTC's liability maturity profile being shorter than the asset maturity profile. While interest rate risk mismatches are hedged with swap and futures contracts, this approach
requires QTC to undertake periodic refinancing of its liabilities.
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11 Financial risk management continued

(b) Liquidity and financing risks continued

CONTRACTUAL MATURITIES AS AT
30 JUNE 2020

Financial assets
Cash and cash equivalents
Receivables

Onlendings(1)

Financial assets at fair value through profit or
loss

Total financial assets
Financial liabilities
Payables

Deposits

Financial liabilities at fair value through
profit or loss

- Short-term

- Long-term

Total financial liabilities
Derivatives

Interest rate swaps

Cross currency swaps
Foreign exchange contracts
Futures contracts

Net derivatives

Net (liabilities)/assets

Cumulative

3 MONTHS 3-6
OR LESS MONTHS
$000 $000

2487 431 -
6 239 -

3114 474 3214 281

8 180 839 7279 998
13788983 10494 279

(19 974) -
(6591 677) (2052 568)

(2472774) (3 565 000)
(1446 575) (137 674)
(10531 000) (5 755 242)

7888 5922
(26 959) (9 811)
(3413) -
9 600 -
(12 884) (3 889)

3245099 4735148
3245099 7980 247

6-12
MONTHS
$000

3 545 480

1912980
5458 460

(20 772)

(10 089 566)
(10 110 338)

12 739
(36 274)

(23 535)
(4 675 413)
3304 834

QUEENSLAND TREASURY CORPORATION | ANNUAL REPORT 2020-21

1-5
YEARS
$000

14 802 798

9993 376
24796 174

(8 593)

(43 862 187)
(43 870 780)

(99 021)
(125 750)

(224 771)
(19 299 377)
(15 994 543)

MORE THAN
5 YEARS
$000

83 420 266

4 393 697
87 813 963

(94 305)

(58 448 725)
(58 543 030)

(151 047)
(383 193)

(534 240)
28 736 693
12 742 150

TOTAL
$000

2487 431
6 239
108 097 299

31760 890
142 351 859

(19 974)
(8 767 915)

(6 037 774)
(113 984 727)
(128 810 390)

(223 519)
(581 987)
(3413)

9 600

(799 319)
12 742 150

39

FAIR VALUE
$000

2487 431
6239
98 334 286

22170 759
122998 715

(19 974)
(8 865 253)

(6 036 708)
(107 152 156)
(122 074 091)

(214 908)
(3 070)
(5 104)

(46 119)

(269 201)

655 423

(1) A large proportion of QTC’s onlendings are based on the quality of the business and financial strength of the client. Funds are therefore on lent on the basis of these businesses being going
concerns and continuing to meet key credit metric criteria such as debt to capital and interest coverage ratios. Accordingly, a significant portion of the onlendings portfolio has a loan maturity
profile that is greater than five years with the interest rate risk of these loans being managed based on the client’s business risk such that the funding is structured on the underlying business
profile. This can result in QTC'’s liability maturity profile being shorter than the asset maturity profile. While interest rate risk mismatches are hedged with swap and futures contracts, this
approach requires QTC to undertake periodic refinancing of its liabilities.

(c) Credit risk
(i) Financial markets counterparties

Financial markets credit exposure is estimated as the potential loss at balance date associated with QTC’s investments in the cash fund and other direct
investments in financial instruments. In addition, QTC has credit exposure in the form of derivative contracts. Credit risk is the risk that these counterparties are

not able to meet the payment obligations associated with QTC'’s investments.

The credit exposure for non-derivative investments is calculated daily based on the higher of the market value or face value of the instrument. In contrast,
exposure to derivative contracts is based only on a notional ‘add-on’ factor applied to the value of the instrument. Derivatives are marked-to-market daily with
zero thresholds under all QTC'’s credit support annexes. QTC uses collateral arrangements to limit its exposure to counterparties with which it trades
derivatives (refer (iv) master netting arrangements).
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11 Financial risk management continued
(c) Credit risk continued
(i) Financial markets counterparties continued

The following tables represent QTC’s exposure to credit risk at 30 June:

BY CREDIT RATING(1) AAA AA+ AA AA- A+ A OTHER(®) TOTAL
30 JUNE 2021 $000 $000 $000 $000 $000 $000 $000 $000
Cash & equivalents - - - 11 803 213 - - - 11 803 213
Financial assets(3) 2069 924 1083 854 451 715 7 456 454 2957 201 797 203 - 14 816 351
Derivatives - - - 48 403 12795 - - 61198
2069 924 1083 854 451 715 19 308 070 2 969 996 797 203 - 26 680 762

8% 4% 2% 72% 1% 3% 0% 100%
BY CREDIT RATING(1) AAA AA+ AA AA- A+ A OTHER(®) TOTAL
30 JUNE 2020 $000 $000 $000 $000 $000 $000 $000 $000
Cash & equivalents - - - 2487 431 - - - 2487 431
Financial assets(3) 2247 083 837 825 - 14 518 660 2 346 260 1759 864 114 956 21824 648
Derivatives 1751 - - 57 506 16 764 - - 76 021
2248 834 837 825 - 17 063 597 2363 024 1759 864 114 956 24 388 100

10% 3% - 70% 10% 7% 0% 100%

(1) Credit rating as per Standard & Poor’s or equivalent agency.
(2) Includes long-term ratings of A- and BBB+, or a short-term rating of A-1+ & A-2.

(3) Financial assets are based on unsettled face value and consist mainly of discount securities, Commonwealth & State securities, floating rate notes and term deposits.

QTC has a significant concentration of credit risk to the banking sector and in particular, the domestic banking sector. At 30 June 2021, QTC'’s exposure to
systemically important domestic banks (which are rated AA-) was approximately 40% (2020: 57%). The exposure to domestic banks reflects the structure of the
Australian credit markets which are themselves dominated by issuance from these entities. Key characteristics of these entities are continuously monitored
including their regulatory requirements, additional capital buffers, type of issuance and the impact of exigent developments.

QTC adopts a conservative approach to the management of credit risk with a strong bias to high credit quality counterparties. QTC has a requirement to invest
with counterparties rated BBB+ or better, and that have their head offices in politically stable countries with strong legal and regulatory frameworks associated
with financial institutions and financial markets.

QTC’s Board establishes maximum counterparty dollar value and term limits related to issuer credit ratings. Actual limits for individual counterparties will be
within these Board limits and depend on the country of domicile, performance against key credit metrics and other factors related to asset quality, level of capital
and size of funding program.

Ratings agencies are used as the prime source of credit ratings information by QTC'’s credit team. This information is supported by the credit team’s own credit
analysis methodology and practice for exposure monitoring and reporting.

(ii) Onlending counterparties

QTC is also exposed to the credit risk associated with onlendings to clients. Except for some small exposures to private companies and exposures as part of the
ISP(1), QTC on-lends funds to Queensland Government sector entities (including Queensland Treasury, statutory bodies and Government owned corporations)
and non-State Government entities (including, local governments, universities and grammar schools).

Most of QTC’s onlendings (72.0% in 2021 and 70.3% in 2020) are explicitly guaranteed by the State, including the loans that form the ISP and all debt held by
clients operating in key ESG impacted areas such as coal-based power generation. QTC is directly exposed to credit default risk to the extent of its
non-guaranteed lending of approximately $29.6 billion at 30 June 2021 (2020: $29.6 billion).

QTC'’s outstanding client onlending exposures are actively monitored in accordance with an approved Client Credit Procedure. This procedure includes regular
Credit Reviews and covenant monitoring to ensure all counterparties maintain adequate debt serviceability and long term financial stability.

QTC has a robust credit assessment and ratings methodology in place that informs its onlending recommendations to the State. This methodology includes
analysis of quantitative and qualitative factors (industry, regional, demographic, and economic characteristics) across a number of years. An assessment of a
client’s performance against key credit metrics is made and borrowing recommendations are appraised by an independent Credit Committee prior to being
communicated to the State.

QTC adopts a cautious risk appetite to ensure onlendings are provided to clients with satisfactory credit profiles. The majority of QTC'’s onlending clients maintain
an adequate financial buffer to manage short term financial shocks, though longer term financial impacts may adversely affect their performance. Of the
non-guaranteed onlending, 99 per cent has been provided to clients that have been assigned a credit rating of Moderate or above by QTC. QTC’s Moderate
credit rating approximates to an Investment Grade rating used by the major Rating Agencies.

(iii) Fair value attributable to credit risk of QTC’s liabilities

QTC'’s borrowings are largely guaranteed by the State Government. As a result, credit risk is not a significant factor in the determination of fair value. Changes in
fair value are mainly attributable to the market fluctuations.

(1) As noted in Note 9, during the year ended 30 June 2021, the State provided financial assistance in the form of loans and grants to various Queensland private sector entities. This program was
called the ISP.
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11 Financial risk management continued

(iv) Master netting arrangements

QTC enters into all derivative transactions under International Swaps and Derivatives Association (ISDA) Master Agreements. QTC does not currently have any
master netting arrangements where a default event has occurred, and therefore presents all derivative financial instruments on a gross basis in the statement
of comprehensive income. QTC also has Credit Support Annexes (CSAs) in place with each ISDA, under which collateral is transferred every business day.
This further reduces QTC'’s credit exposure.

The following table presents the financial instruments that are offset, or subject to enforceable master netting arrangements and other similar agreements but
not offset. The column ‘net amount’ shows the impact on QTC’s balance sheet if all set-off rights were exercised.

RELATED TO AMOUNTS NOT SET OFF
IN THE BALANCE SHEET

GROSS AND NET FINANCIAL CASH COLLATERAL
AMOUNTS ON THE INSTRUMENTS RECEIVED OR
BALANCE SHEET COLLATERAL GIVEN NET AMOUNT
$000 $000 $000 $000

2021
Derivative assets:
- subject to master netting arrangements 336 836 - 54 880 391716
Derivative liabilities:
- subject to master netting arrangements (238 187) - (147 060) (385 247)
Net exposure 98 649 - (92 180) 6 469
2020
Derivative assets:
- subject to master netting arrangements 377 633 - (371 483) 6 150
Derivative liabilities:
- subject to master netting arrangements (646 834) - 645 671 (1163)
Net exposure (269 201) - 274 188 4987

12 Fair value hierarchy

Financial instruments measured at fair value have been classified in accordance with the hierarchy described in AASB 13 Fair Value Measurement. The fair
value hierarchy is categorised into three levels based on the observability of the inputs used.

Level 1 — quoted prices (unadjusted) in active markets that QTC can access at measurement date for identical assets and liabilities.
Level 2 — inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.
Level 3 — inputs for the asset or liability that are not based on observable market data (unobservable inputs).

All QTC’s financial instruments at fair value through profit or loss are valued with reference to either quoted market prices or observable inputs, with no
significant adjustments applied to instruments held. QTC holds no Level 3 financial instruments.

Financial assets classified as Level 1 consist primarily of short-term and tradeable bank deposits, Commonwealth and semi-government bonds and futures
contracts where an active market has been established. Financial liabilities classified as Level 1 consist of QTC benchmark bonds.

Financial assets classified as Level 2 include non-actively traded corporate and semi-government bonds, certain money market securities, floating rate notes,
term deposits, QTC onlendings and all over the counter derivatives. The principal inputs in determining fair value include benchmark interest rates such as
interbank rates, quoted interest rates in the swap, bond and futures markets, trading margins to the swap curve and counterparty credit spreads for similar
instruments adjusted for changes in the credit worthiness of the counterparty. A margin may be applied based on the original purchase margin where the
instrument is not actively traded. QTC onlendings are priced based on the underlying liability portfolio.

Financial liabilities classified as Level 2 include commercial paper, treasury notes, medium-term notes, floating rate notes, and client deposits. The principal
inputs in determining fair value include benchmark interest rates such as interbank rates and quoted interest rates in the swap and bond markets. Valuations
may include a fixed margin to LIBOR or swap curve. Client deposits are principally held in the QTC Cash Fund which is capital guaranteed.

Over the counter derivatives are typically valued as Level 2 and include FX forwards, FX swaps, interest rate and cross currency swaps. The principal inputs in
determining fair value include quoted interest rates in the swap market, spot FX rates and basis curves.

QTC applies mid-market pricing as a practical and consistent method for fair value measurements within the bid-ask spread.

Classification of instruments into fair value hierarchy levels is reviewed annually and where there has been a significant change to the valuation inputs and a
transfer is deemed to occur, this is effected at the end of the relevant reporting period.
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12 Fair value hierarchy continued

QUOTED PRICES OBSERVABLE INPUTS

AS AT 30 JUNE 2021 LEvfoLo:) LEVE;B% Tos.lt-)%h
Financial assets

Cash and cash equivalents 11 803 213 - 11 803 213
Financial assets through profit or loss 9 042 835 5915754 14 958 589
Onlendings - 104 611 229 104 611 229
Derivative financial assets 168 336 668 336 836
Total financial assets 20 846 216 110 863 651 131709 867
Financial liabilities

Financial liabilities through profit or loss

- Short-term - 5635572 5635572
- Long-term 100 786 473 16 333 890 117 120 363
Deposits - 8107 683 8107 683
Derivative financial liabilities 9129 229 058 238 187
Total financial liabilities 100 795 602 30 306 203 131 101 805

QUOTED PRICES OBSERVABLE INPUTS

AS AT 30 JUNE 2020 LEvfoLo:) LEV:JB: Tos.lx-)Ao:;
Financial assets

Cash and cash equivalents 2 487 431 - 2487 431
Financial assets through profit or loss 14 556 626 7614 133 22170 759
Onlendings - 98 334 286 98 334 286
Derivative financial assets 1199 376 434 377 633
Total financial assets 17 045 256 106 324 853 123 370 109
Financial liabilities

Financial liabilities through profit or loss

- Short-term - 6 036 708 6 036 708
- Long-term 93 757 676 13 394 480 107 152 156
Deposits - 8 865 253 8 865 253
Derivative financial liabilities 47 318 599 516 646 834
Total financial liabilities 93 804 994 28 895 957 122 700 951

13 Property, plant and equipment

Accounting Policy

Items with a cost or other value equal to or exceeding $5,000 are reported as property, plant and equipment. Items with a lesser value are expensed in the year
of acquisition. Property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses. Depreciation is
calculated on a straight line basis over the estimated useful life of the assets. Depreciation rates are as follows:

Asset class Depreciation rate
Information technology & office equipment 6 —40%

The assets’ residual values, useful lives and depreciation methods are reviewed and adjusted, if appropriate, at each financial year end. Reconciliations of the carrying
amounts for property, plant and equipment are set out below:

2021 2020

$000 $000
Cost at balance date 5765 5770
Accumulated depreciation and impairment (2798) (2137)
Net carrying amount 2967 3633
Movement
Net carrying amount at beginning of year 3633 3942
Additions 14 321
Depreciation expense (680) (630)

Net carrying amount at end of year 2967 3633
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14 Right of use assets and lease liabilities

Accounting Policy

All leases, other than short-term leases and leases of low value assets, are recognised on balance sheet as lease liabilities and right-of-use assets. On initial
recognition the carrying amount of the lease liability is measured at the present value of the current leasing commitments. Lease payments are discounted at
the rate implicit in the lease or at QTC’s incremental borrowing rate if the implicit interest rate cannot be readily determined.

Right-of-use assets are initially measured at cost comprising the following:

m The amount of the initial measurement of the lease liability

m Lease payments made at or before the commencement date and any lease incentives received
]

]

Initial direct costs incurred, and
The initial estimate of restoration costs.

Depreciation is calculated on a straight-line basis over the estimated useful life of the assets. Depreciation rates are as follows:

Asset class Depreciation rate
Lease property 7%
Carrying amounts of right of use assets and the movements during the period are set out below:
2021 2020
$000 $000
Cost at balance date 11702 11702
Accumulated depreciation and impairment (3424) (1711)
Net carrying amount at end of year 8278 9991
Movement
Net carrying amount at beginning of year 9991 11702
Additions - -
Depreciation expense (1713) (1711)
Net carrying amount at end of year 8 278 9991
Set out below are the carrying amounts of lease liabilities and the movements during the period:
2021 2020
$000 $000
Net carrying amount at beginning of year 17 826 20 338
Interest 270 313
Lease repayments (2931) (2825)

Net carrying amount at end of year 15165 17 826
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15 Notes to the statement of cash flows

(a) Reconciliation of profit after tax to net cash provided by operating activities

Profit for the year

Non-cash flows in operating surplus

(Gain)/loss on interest-bearing liabilities

(Gain)/loss on deposits held

Loss/(gain) on onlendings

Loss/(gain) on financial assets at fair value through profit or loss
Depreciation and amortisation

Loss on disposal of plant and machinery

Changes in assets and liabilities

Increase in financial assets at fair value through profit or loss
Increase in deferred tax asset

Decrease in onlendings

(Increase)/decrease in receivables

Increase in interest-bearing liabilities

Decrease in deposits

Increase in payables and other liabilities

Net cash used in operating activities

(b) Reconciliation of liabilities arising from financing activities

AS AT 30 JUNE 2021
Interest-bearing liabilities (1)

Deposits

Dividend paid

AS AT 30 JUNE 2020
Interest-bearing liabilities (1)

Deposits

Dividend paid

(1) Includes derivatives

OPENING
BALANCE
$000

113 835 698
8 865 253

122 700 951

102 411 544
7 183 040

109 594 584

2021
$000

115 651

(3 552 597)
(838)

3 550 453
176 137
8023

(25 626)
(303)
12743
(1042)
334 558
(857)
4327
620 629

FOREIGN OTHER

CASH FAIR VALUE EXCHANGE NON-CASH
FLOWS MOVEMENT  MOVEMENT MOVEMENT
$000 $000 $000 $000

12376463 (3318628) (233969) 334558
(755 875) (838) - (857)
(50 000) - - 50000
11570588 (3319466) (233969) 383 701

9345670 1637999 145993 294 492
1684013 (821) - (979)
(50 000) - - 50000
10979683 1637178 145993 343513

2020
$000

66 867

1783992
821

(1576 339)
(226 490)
2793

17

(30 644)
(66)

14 753
471

82 407
(8 405)
64 890
175 067

CLOSING
BALANCE
$000

122 994 122
8 107 683

131 101 805

113 835 698
8 865 253

122 700 951
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16 Financial instruments at fair value through profit or loss
Accounting Policy — Classification and measurement

Financial instruments on initial recognition are classified into the following categories:

m Financial assets at fair value through profit or loss, and
m Financial liabilities at fair value through profit or loss.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include investments held in unit trusts managed by QIC. These investments include cash, international
equities and other diversified products which are measured at market value based on a hard close unit price quoted by QIC (adjusted for fees outstanding on
the account and net of any GST recoverable) for the end of the financial year.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss consist of FRNs issued to the State in exchange for portfolios of assets. The FRNs were initially
recognised at a value that equated to the fair value of the financial assets contributed by the State. The FRNs will terminate upon the greater of 50 years from
the initial transaction date or the date that the FRNs are repaid in full. The market value of the FRNs is payable by QTC to the State. Interest on the FRNs is
capitalised monthly. The FRN interest rate may be varied by the State under the terms of their corresponding agreements.

Recognising the direct relationship between the FRNs and the assets of SIO, financial liabilities at fair value through profit or loss are determined by reflecting
the changes (including market value movements) in the value of the invested assets of the portfolio, as equivalent market value movements in the FRNs. That
is, any difference between the return paid by QTC on the FRNs and the return received by QTC on the invested assets is recognised as a market value
adjustment to the value of the FRNSs, eliminating any accounting mismatch between the financial assets and liabilities in this segment.

$000
2021  TOTAL STATE
$000 $000  INVESTMENT 2020
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS LTA (1) QFF (2)  OPERATIONS $000
Investments in unit trusts and other holdings - QIC:
Movement during the year:
Opening balance 26 216 930 — 26 216 930 29 345910
Deposits (3) 2747056 6195724 8942 780 —
Transfers (1500 000) 1500 000 — —
Withdrawals (3) (1863 018) — (1863018) (1844 715)
Fees paid (155 387) (2671) (158 058) (178 875)
Net change in fair value of unit trusts 4626 911 49166 4676077 (4) (1105 390)
Closing balance 30072492 7742219 37814711 26 216 930

(1) The LTA are assets held to fund the defined benefit superannuation and other long term obligations of the State.

(2) At 30 June 2021, the only sub fund of the QFF is the DRF. The DRF was established to support both the State’s credit rating and generate returns to reduce the State’s debt burden.

(3) For every investment deposited or withdrawal from the LTA or QFF, there is an equivalent increase or decrease to the corresponding FRN.

(4) The net change in the fair value of the unit trusts was positive in 2021, reflecting the higher returns achieved on the assets invested when compared to the interest paid by QTC on the FRN of
6.5%. In the previous year, the return on assets invested was negative, reflecting the lower returns achieved on the assets invested when compared to the interest paid by QTC on the FRN of
6.5%.
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16 Financial instruments at fair value through profit or loss continued

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Comprised of the following asset classes:
Defensive assets
Cash
Fixed interest
Growth assets
Equities
Diversified alternatives
Unlisted assets
Infrastructure
Private equity

Real estate

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
Fixed rate notes

Movement during the year:

Opening balance

Increases (3)

Transfers

Interest

Decreases (3)

Net change in fair value of fixed rate note

Closing balance

$000
LTA (1)

26 216 930
2747 056
(1500 000)
1838728
(1863 018)
2632 796
30 072 492

(1) The LTA are assets held to fund the defined benefit superannuation and other long term obligations of the State.
(2) At 30 June 2021, the only sub fund of the QFF is the DRF. The DRF was established to support both the State’s credit rating and generate returns to reduce the State’s debt burden.
(3) For every investment deposited or withdrawal from the LTA or QFF, there is an equivalent increase or decrease to the corresponding FRN.

2021
$000

4 800 449
4273774

10 323 878
4439721

8703 330
3611 679
1661 880
37814711
$000
2021 TOTAL STATE

$000 INVESTMENT
QFF (2) OPERATIONS

- 26 216 930
6195724 8942780
1500 000 -

26 263

20 232
7742 219

1864 991
(1863 018)
2653 028
37814711

2020
$000

7 998 494
2 946 641

2 459 961
4 882 357

3190 411
2799 276
1939790
26 216 930

2020
$000

29345910

1825104
(1844 715)
(3 109 369)
26 216 930
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17 Financial risk management

QTC also holds a portfolio of assets that were transferred to QTC by the State Government, but are managed by QIC on behalf of SIAB. SIAB members
include representatives from Queensland Treasury and three external members with experience in investment management and insurance.

The assets of SIO are invested in unlisted unit trusts held with QIC. The trusts hold investments in a variety of financial instruments including derivatives, which
expose these assets to credit risk, liquidity risk and market risk. Market risk arises due to changes in interest rates, foreign exchange rates, property prices and
equity prices. However, as these investments are long-term in nature, market fluctuations are expected to even out over the term of the investment.

SIAB determines the investment objectives, risk profiles and strategy for the invested assets of the SIO segment within the framework provided by the
Government. It is responsible for formulating a strategic asset allocation to achieve the objectives of the investments in line with the required risk profile. The
invested assets of the SIO segment are therefore distinct from QTC’s Capital Markets Board and day-to-day Capital Markets Operations and are the
responsibility of SIAB and its appointed investment manager (QIC).

QIC provides assistance to SIAB in discharging its responsibilities. As the Queensland Government’s investment manager, QIC is responsible for implementing
the investment strategy of each portfolio of invested assets of the SIO segment. QIC’s role includes recommending investment product objectives, risk profiles
and strategic asset allocations to achieve objectives within the targets and risk controls set. SIAB oversees QIC’s implementation and monitors adherence to
the targets, risk controls and limits under which QIC is approved to manage the invested assets of the SIO segment.

QIC has established risk management policies to identify and analyse risk, and to set risk limits and controls that comply with SIAB’s instructions. QIC’s risk
control framework is confirmed in a GS007 report signed by the Auditor-General of Queensland.

The interest rate applicable on the FRN liabilities of QTC for both the LTA and the QFF portfolios is set at 6.5% per annum on the book value of the notes.
(a) Liquidity risk

No external cash flows are generated by QTC from SIO. Deposits and withdrawals from SIO result in a corresponding change to the value of the FRNs.
Interest owing to Treasury on the FRNs is capitalised as are returns and fees on SIO. As such daily movements in these cash flows do not expose QTC to
liquidity risk.

(b) Credit risk

QIC is responsible for implementing the investment strategy for SIO. The investment strategy targets a widely diversified portfolio across a broad range of
asset classes, helping to minimise credit risk.

(c) Market risk

The assets of SIO expose QTC to market risk, including interest rate risk, foreign currency risk, property price risk and equity price risk, resulting from its
investments in unit trusts and the underlying movement in the net asset value through these trusts. While the portfolios do not have direct exposure to interest
rate, foreign currency and credit risk, the unit price of the fund in which the assets are invested will change in response to the market’s perception of changes in
these underlying risks.

Market risk is mitigated through diversified portfolios of investments in unit trusts held with QIC in accordance with the investment strategies approved by SIAB.
The investment strategy targets a diversified portfolio across a broad range of asset classes.

QIC adheres to prudential controls contained in the Investment Management Agreement for each portfolio of assets. Under these agreements, derivative
products are not permitted to be used for speculative purposes but are used as hedging instruments against existing positions or for efficient trading and asset
allocation purposes to assist in achieving the overall investment returns and volatility objectives of the portfolio.

A sensitivity analysis for the key types of market risk that apply to the investments of the funds has been undertaken by QIC. QIC has provided a range of
reasonably possible changes in key risk variables including the ASX 200, the MSCI World ex Australia Equities Index, the RBA official cash rate, the Bank of
England official cash rate and real estate capitalisation rates.

QTC'’s foreign currency exposure is managed at a whole of portfolio level rather than at an individual asset class level. For this reason, sensitivity to foreign
exchange rate movements has been shown as a currency overlay on the whole portfolios.

Based on these changes to key risk variables and applying a range of valuation methodologies, a reasonably possible change in value of applicable
investments held at 30 June is as follows:

2021 CHANGE 2021 PROFIT/EQUITY 2020 CHANGE 2020 PROFIT/EQUITY

Low High Decrease Increase Low High Decrease Increase

% % $000 $000 % % $000 $000

Cash and fixed interest (1) 4% 4% (350 837) 350 837 -4% 4% (295 570) 295 570
Equities -10% 10% (1032629) 1032629 -10% 10% (246 055) 246 055
Diversified alternatives (2) -10%  10% (444 076) 444076 -10%  10% (488 352) 488 352
Infrastructure -10%  10% (870 536) 870536 -10%  10% (318 466) 318 466
Private equities 9% 9% (325 283) 325283 -10% 10% (279 994) 279 9%
Real estate -22%  35% (367 115) 578903 -22%  30% (418 045) 588 217
Currency overlay -10%  10% (732 642) 732642 -10% 10% (403 954) 403 954
(4123 118) 4334906 (2450 436) 2620608

(1)Cash and fixed interest includes exposure to interest rate and inflation overlays on hedging instruments.
(2)Diversified alternatives include exposure to both price and interest rate risk.
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18 Fair value hierarchy

Financial instruments have been classified in accordance with the hierarchy described in AASB 13 Fair Value Measurement, as per note 12.

OBSERVABLE UNOBSERVABLE

INPUTS INPUTS

LEVEL 2 LEVEL 3 TOTAL
AS AT 30 JUNE 2021 $000 $000 $000
Financial assets
Cash 4 800 449 - 4800449
Fixed interest 4273774 - 4273774
Equities 10 323 878 - 10323878
Diversified alternatives 1290 496 3149225 4439721
Infrastructure - 8703330 8703330
Private equities - 3611679 3611679
Real estate - 1661880 1661880
Total financial assets 20 688 597 17126 114 37814711
Financial liabilities
Fixed rate note - LTA - 30072494 30072494
Fixed rate note - QFF - 7742217 7742217
Total financial liabilities - 37814711 37814711
AS AT 30 JUNE 2020
Financial assets
Cash 7 998 494 - 7998494
Fixed interest 2 946 641 - 2946 641
Equities 2459 961 - 2459961
Diversified alternatives - 4882357 4882357
Infrastructure - 3190 411 3190 411
Private equities - 2799 276 2799 276
Real estate - 1939790 1939790
Total financial assets 13 405 096 12811834 26216 930
Financial liabilities
Fixed rate note - 26216 930 26 216 930
Total financial liabilities - 26216 930 26 216 930

Investments in unit trusts are valued by QIC using fair value methodologies adjusted for fees outstanding. QIC reports the net asset value based on the unit price at
measurement date.



QUEENSLAND TREASURY CORPORATION | ANNUAL REPORT 2020-21

Notes to the Financial Statements 49

State Investment Operations
For the year ended 30 June 2021

18 Fair value hierarchy Continued

(a) Level 3 financial assets and liabilities - valuation techniques utilising significant unobservable inputs
Valuations of investments in unit trusts that are Level 3 in the fair value hierarchy are based on the prices of the assets underlying these unit trusts. Investments in

unlisted externally managed investment schemes are valued by QIC based on the latest available net asset value advised by the fund manager. Where the fund invests
in illiquid assets, the investments are priced by independent valuers as there is no readily observable market price.

In some instances, the prices advised by QIC are based on unaudited valuation statements provided by the external managers of underlying investments that
relate to a date prior to 30 June 2021. QIC continues to monitor and provide updated advice to QTC on the potential impact on the value of these investments
arising from the subsequent receipt of updated valuations from external managers and audited financial statements.

While QTC utilises the unit price of investments provided by QIC at the relevant reporting date to report the fair value of the investments, the table below shows
the valuation techniques used to calculate the unit price for the Level 3 fair values and the significant unobservable inputs used.

CLASS VALUATION TECHNIQUE UNOBSERVABLE INPUTS

Diversified alternatives Based on valuations provided by an independent external The valuation model considers the future net cash flows
valuer or external manager in accordance with relevant industry expected to be generated from the asset and are discounted
standards using a risk adjusted discount rate

Infrastructure Based on valuations provided by an independent external The valuation model considers the future net cash flows
valuer or external manager in accordance with industry expected to be generated from the asset and are discounted
standards using a risk adjusted discount rate

Private equities Based on valuations provided by an independent external The valuation model considers the future net cash flows
valuer or external manager in accordance with International expected to be generated from the asset and are discounted
Private Equity and Venture Capital Valuation Guidelines using a risk adjusted discount rate

Real estate Based on valuations provided by an independent external The valuation model considers the future net cash flows
valuer or external manager in accordance with Australian expected to be generated from the asset and are discounted
Property Institute’s valuation and Property Standards using a risk adjusted discount rate

Fixed Rate Notes Based on the value of the corresponding portfolio of assets in ~ The valuation is based on the fair values of the related assets
the SIO segment which are derived using level 3 inputs

(b) Reconciliation of Level 3 fair value movements
The table below shows the breakdown of gains and losses in respect of Level 3 fair values.

OPENING UNREALISED CLOSING
30 JUNE 2021 BALANCE DISTRIBUTIONS(1) MARKET MOVEMENTS(1) SETTLEMENTS(1) BALANCE
ASSET CLASS $000 $000 $000 $000 $000
Diversified alternatives 4 882 357 (870 939) 91 042 (953 235) 3149 225
Infrastructure 3190 411 (79 420) 402 922 5189418 8703 331
Private equities 2799 276 (392 689) 1433742 (228 650) 3611679
Real estate 1939 790 (12 339) (396 182) 130 611 1661 880

OPENING UNREALISED CLOSING
30 JUNE 2020 BALANCE DISTRIBUTIONS(1) MARKET MOVEMENTS(1) SETTLEMENTS(1) BALANCE
ASSET CLASS $000 $000 $000 $000 $000
Diversified alternatives 5 855 766 (940 916) (102 334) 69 841 4 882 357
Infrastructure 3 368 382 (125 093) (122 269) 69 391 3190 411
Private equities 2839 975 (338 140) 259 033 38408 2799 276
Real estate 3307 928 (73 058) (1 322 340) 27 260 1939 790

(1) Data in the above table is based on movements in the unit trusts that hold the assets.

FRN movements are disclosed in note 16.

(c) Level 3 - Sensitivity Analysis
Note 17 provides the impact to a change in market prices in respect of all asset classes including those categorised as Level 3.
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19 Contingent liabilities

The following contingent liabilities existed at balance date:

m QTC has provided guarantees to the value of $2.5 billion (2020: $2.5 billion) to support the commercial activities of various Queensland
public sector entities. In each case, a counter indemnity has been obtained by QTC from the appropriate public sector entity.

20 Related party transactions

QTC’s related parties are those entities that it controls, is controlled by, under common control or can exert significant influence over. This
includes controlled entities of the State of Queensland, being Queensland Treasury, government departments, statutory bodies (excluding
universities) and Government owned corporations, and also includes QTC’s key management personnel and their related parties. Along with
universities, local governments are not considered as related parties of QTC.

(a) Ultimate controlling entity

The immediate controlling entity is the Under Treasurer of Queensland as the Corporation Sole of QTC and the ultimate controlling entity is
the State of Queensland. No remuneration is payable by QTC to the Under Treasurer in relation to this role.

(b) Key management personnel
Disclosures relating to key management personnel are set out in note 21.

(c) Investments in companies

Details of investments in associates and other companies are set out in note 23.

(d) Transactions with related parties

Transactions undertaken with related parties during the year include:

m loans $93.8 billion (2020: $87.6 billion) and interest received $2.7 billion (2020: $4.0 billion)

m investment of cash surpluses $1.9 billion (2020: $1.8 billion) and interest paid $14.3 million (2020: $17.1 million)
m fees received $71.9 million (2020: $63.4 million)

dividends paid to Queensland Treasury $50 million (2020: $50 million)

$206 million in Aurizon shares were transferred from QTH to the QFF via Queensland Treasury

The State transferred Queensland Titles Registry Pty Ltd to SIO segment of QTC. At the time of transfer Queensland Titles Registry was
valued at $8.0 billion, and

m QTC issued an FRN to Queensland Treasury to match the fair value of the assets in the DRF. At 30 June 2021, the FRN was valued at
$7.7 billion.

QTC may from time to time indirectly hold a small amount of investments in QTC Bonds via its investments in unit trusts managed by QIC.
QTC does not have direct legal ownership of these assets and therefore, no adjustment has been made in the financial statements. QTC
through SIO has paid $157.5 million in management fees to QIC (2020: $177.9 million) and $0.5 million (2020: $0.5 million) to Queensland
Treasury for board secretariat services to SIAB.

The nature and amount of any individually significant transactions with principal related parties are disclosed below.

m QTC sometimes acts as an agent to government entities in the procurement of advice from consultants. In these situations, QTC does
not bear any significant risks or benefits associated with the advice and is reimbursed for the costs of the consultant by the government
entity. The funds received as reimbursement offset consultant costs in the financial statements providing a nil net effect. The amount of
costs reimbursed to QTC during the financial year totalled $6.0 million (2020: $4.2 million).

m QTC has a shareholding in QTH and its associated entities (QTH group). The QTH group hold deposits of $114.1 million (2020: $94.5
million) and loans of $102.9 million (2020: $104.4 million) with QTC that are provided on an arm’s length basis and are subject to QTC’s
normal terms and conditions. QTC also provides company secretariat services to the QTH group on a cost recovery basis and received
fees of $0.3 million (2020: $0.4 million) for the provision of these services.

(e) Agency arrangements

QTC undertakes the following agency arrangements on behalf of its clients.

m QTC provides services on behalf of Queensland Treasury under a GOC Cash Management Facility. QTC is not exposed to the risks and
benefits of this facility and therefore does not recognise these deposits on its balance sheet. QTC charges a fee for this service. The
balance of deposits under this facility at year end was $1.1 billion (2020: $1.5 billion).

m QTC may enter into derivative transactions from time to time on behalf of its clients. These arrangements have back to back contracts
between QTC and the client and QTC and the market. In this way QTC is not exposed to the risks and benefits of these contracts and
does not recognise these on-balance sheet. The notional value of these derivative arrangements at year end was $36.7 million (2020:
$25.3 million).
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21 Key management personnel

Key management personnel are defined as those persons having authority and responsibility for planning, directing and controlling the
activities of QTC, being members of the Board and the Executive Leadership Team.

(a) QTC’s Boards

QTC has delegated its powers to its two boards, the Capital Markets Board and SIAB. Both boards are appointed by the Governor-in-Council,
pursuant to section 10(2) of the Queensland Treasury Corporation Act 1988.

(b) Executive management

The Executive Leadership Team sets the strategic direction and controls the major activities of the organisation.
(c) Remuneration principles

Capital Markets Board - Directors

Any changes to Board remuneration require consideration by Queensland Treasury and the Department of the Premier and Cabinet to ensure
remuneration is commensurate with government policy. Cabinet endorsement of any changes is required prior to approval by the Governor in
Council. Remuneration was last increased effective 1 July 2012.

State Investment Advisory Board - Directors

When the Long Term Asset Advisory Board was renamed and reconstituted as SIAB on 4 July 2019, new external Board members were
appointed who were entitled to remuneration. Remuneration for the new Board members was set by Queensland Treasury in consultation with
the Department of the Premier and Cabinet prior to approval by the Governor in Council.

Executives and employees

QTC employees (including the Executive Leadership Team) are employed on individual contracts and are appointed pursuant to the
Queensland Treasury Corporation Act 1988. As the majority of QTC’s employees are sourced from the financial markets in which it operates, it
is crucial that QTC’s employment practices are competitive with these markets. The remuneration framework comprises both fixed and
variable remuneration (in the form of an annual short-term incentive (STI) opportunity) which are approved by the QTC Board annually. Both
components are market-competitive and linked to performance.

Remuneration governance

The Human Resources Committee of the Board is responsible for governance of remuneration practices and arrangements, with the Board
maintaining absolute responsibility and decision making for remuneration matters. QTC receives annual industry benchmarking data from the
Financial Institutions Remuneration Group (FIRG), which captures remuneration data from organisations within the financial services industry.
QTC uses a subset of the data mapped to relevant organisations within the FIRG membership. Analysis and advice are obtained from external
consultants to ensure that QTC continues to align roles to the market.

Fixed remuneration

The fixed remuneration of each QTC employee is reviewed each year and is benchmarked against the FIRG remuneration data. Fixed
remuneration levels are set around the FIRG market median position of a relevant subset of the FIRG database. Role scope, experience, skills
and performance are considered when determining the remuneration level of each employee. Given the impact of COVID-19 throughout
Queensland, the Board did not award fixed remuneration increases at the annual review in July 2020.

Variable remuneration — short-term incentives for employees

QTC’s variable remuneration framework provides an annual short-term incentive opportunity for eligible employees, aligned to financial year
performance. This opportunity is designed to differentiate and reward outstanding organisational, divisional, group and individual performance,
and to align performance at these levels with incentive outcomes. It also aims to ensure market competitiveness, with ‘target’ STI outcomes
aligned to the relevant market position of the FIRG database (i.e. the median incentive potential for FIRG members within QTC’s peer group)
and approved at Board level each year. For the year ended 30 June 2021, STI payments were made to eligible staff in July 2021.

Variable remuneration — short term incentives for the Executive Leadership Team

For the year ended 30 June 2021, where the Executive Leadership Team performed strongly against corporate, divisional and individual KPIs,
they were eligible to receive a short-term incentive payment based on a percentage of their total fixed remuneration. Short term incentives are
at risk with no payment made for underperformance and additional premiums of up to 50% of the target paid for above expected performance.

The outcomes for the Executive Leadership Team are aligned to achievements measured against corporate, divisional and individual KPls.
For 2021, short-term incentive ‘targets’ for the Executive Leadership Team ranged between 45% and 60% of their total fixed remuneration.
The proportion of each executive’s short-term incentive ‘target’ opportunity is based on individual and divisional performance, and the
achievement of targets set out in QTC’s Strategic Plan 2020-24.

QTC'’s overall performance for 2021, documented in the annual performance assessment reviewed and approved by QTC’s Board, was
assessed as strong to excellent across QTC’s whole-of-State, client, funding and operational activities. This performance assessment led to
short-term incentives for the Executive Leadership Team of between 48% and 70% of fixed remuneration. A moderation has been applied by
the Board to reflect the ongoing impact of COVID-19 throughout Queensland.
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21 Key management personnel continued

(d) Remuneration by category

Capital Markets Operations
Directors

Short-term employment benefits (1)
Post-employment benefits (4)

Total

Executive Leadership Team
Short-term employment benefits (2)
Long-term employment benefits (3)
Post-employment benefits (4)

Total

State Investment Operations
Directors

Short-term employment benefits (1)
Post-employment benefits (4)

Total

(1) Directors’ short-term benefits include Board member and committee fees, and in relation to the Chair, also includes the provision of a car park.

2021

332 066
21 391
353 457

3961 409
60 059
108 890
4130 358

2021
$

100 653
9 561
110 214

2020

347 077
28 667
375744

3771444
70939
104 637
3947 020

2020
$

100 653
9 561
110 214

(2) Executive management personnel’s short-term benefits include wages, annual leave taken, short-term incentives and non-monetary benefits such as car parks and motor vehicle benefits (where

applicable).
(3) Long-term employment benefits relate to long service leave.
(4) Post-employment benefits include superannuation contributions made by the Corporation.
Capital markets operations

(i) Directors
Details of the nature and amount of each major element of the remuneration are as follows:

SHORT-TERM

EMPLOYMENT BENEFITS

2021 2020

$ $

Gerard Bradley — Chair (1) 130 176 128 431
Leon Allen (2)(3) - -
Tonianne Dwyer (4) - 45 362
Anne Parkin 44 360 43 856
Karen Smith-Pomeroy 45 362 45 362
Jim Stening (1) 38709 40 210
Neville Ide 43 856 43 856
Rosemary Vilgan (5) 29 603 -
Total 332 066 347 077

(1) Term expired 30 June 2020, and reappointed 16 July 2020

(2) Appointed 16 July 2020

(3) No remuneration is payable to the Queensland Treasury representative
(4) Ceased 30 June 2020

(5) Appointed 1 October 2020

POST-EMPLOYMENT
BENEFITS

2021 2020
$ $
2213 7897
- 4309
4214 4166
4309 4309
3677 3820
4166 4166
2812 -
21391 28 667

2021
$

132 389

48 574
49 671
42 386
48 022
32415
353 457

TOTAL

2020
$

136 328
49 671
48 022
49 671
44 030
48 022

375744
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21 Key management personnel continued

(d) Remuneration by category continued
(ii) Executive Leadership Team
Details of the nature and amount of each major element of the remuneration of the executive management personnel are as follows:

SHORT-TERM POST-EMPLOYMENT ~ LONG-TERM
EMPLOYMENT BENEFITS BENEFITS BENEFITS TOTAL
SHORT-TERM NON-
BASE INCENTIVE  MONETARY
30 JUNE 2021 $ $ $ $ $ $
Chief Executive 738 627 449 410 17 767 21778 18277 1245859
Deputy Chief Executive and Managing Director, Funding and
Markets 583 564 424710 19 842 21778 14 459 1 064 353
Managing Director, Client 393 486 203 800 17 767 21778 9 685 646 516
Managing Director, Corporate Services and Chief Risk Officer 368 475 185 600 16 047 21778 9078 600 978
Managing Director, Finance, Data and Compliance 348 467 176 080 17 767 21778 8 560 572 652
Total 2432619 1439 600 89 190 108 890 60 059 4130358

There were no fixed remuneration increases for 2021. The increase in base salaries for 2021 when compared to 2020 is the result of an additional day of pay being
included in the payment cycle. In addition, the Deputy Chief Executive took unpaid leave in 2020, reducing total remuneration in that year.

The change in the STI outcomes between 2020 and 2021 reflects the level of Board moderation applied in those years. In 2020, in recognition of the wide-ranging and
significant fiscal, economic and social impacts of COVID-19, the Board applied a moderation to performance outcomes. In 2021, the Board applied moderation at a lower
level, reflecting the ongoing impact of COVID-19 throughout Queensland and the transition to the revised remuneration framework.

SHORT-TERM POST-EMPLOYMENT ~ LONG-TERM
EMPLOYMENT BENEFITS BENEFITS BENEFITS TOTAL
SHORT-TERM NON-
BASE INCENTIVE ~ MONETARY
30 JUNE 2020 $ $ $ $ $ $
Chief Executive 736 162 391 875 17 148 20 931 20 906 1187 022
Deputy Chief Executive and Managing Director, Funding and
Markets 570 528 377 747 18 005 20 931 15747 1002 958
Managing Director, Client 392179 182 081 16 727 20 931 13 491 625 409
Managing Director, Corporate Services and Chief Risk Officer 367 552 164 531 16 047 20913 10 671 579 714
Managing Director, Finance, Data and Compliance 347 620 156 094 17 148 20 931 10 124 551917
Total 2414 041 1272328 85075 104 637 70939 3947 020

State Investment Operations
(iii) Directors
Details of the nature and amount of each major element of the remuneration are as follows:

SHORT-TERM POST-EMPLOYMENT

EMPLOYMENT BENEFITS BENEFITS TOTAL

2021 2020 2021 2020 2021 2020

$ $ $ $ $ $

Rachel Hunter - Chair (1)(2) - - - - - -
Leon Allen - Chair (1)(3) - - - - - -
Glenn Miller (1)(4) - - - - - -
William Ryan (1)(5) - - - - - -
Maria Wilton 33 551 33551 3187 3187 36738 36738
Philip Graham 33 551 33551 3187 3187 36738 36738
Tony Hawkins 33 551 33551 3187 3187 36738 36738
Total 100653 100653 9561 9561 110214 110214

(1) Queensland Treasury representative. No additional remuneration is paid for this appointment.  (2) Ceased 29 April 2021  (3) Appointed 29 April 2021
(4) Ceased 19 November 2020  (5) Appointed 19 November 2020

(e) Other transactions

QTC'’s Capital Markets Board members’ directorships are disclosed in the corporate governance section of the Annual Report. No remuneration is paid or payable by
QTC to the Under Treasurer as QTC’s Corporation Sole. There were no transactions between QTC and entities controlled by key management personnel or loans to/from
key management personnel during the financial year.
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Other information
For the year ended 30 June 2021

22 Auditor’s remuneration

The external auditor (Auditor-General of Queensland) does not provide any consulting services to QTC. Details of amounts paid or payable to the auditor of QTC (GST
exclusive) are shown below:

2021 2020
$ $
Audit services
Audit and review of QTC financial statements 368 000 368 000
23 Investments in companies
Investments in the following companies are held at cost:
NAME PRINCIPAL ACTIVITIES
Queensland Treasury Holdings Pty Ltd (QTH) Holding company for several subsidiaries and strategic investments held on behalf of the State of
Queensland
Queensland Lottery Corporation Pty Ltd Holds the Golden Casket lottery licence and trade marks
DBCT Holdings Pty Ltd Holds the bulk coal terminal tenure and facilities at Dalrymple Bay near Mackay, which it has leased
under a long term lease arrangement
Queensland Airport Holdings (Mackay) Pty Ltd Owns the Mackay airport land and infrastructure which it has leased under a 99 year lease
arrangement
Queensland Airport Holdings (Cairns) Pty Ltd Owns the Cairns airport land and infrastructure which it has leased under a 99 year lease arrangement
Brisbane Port Holdings Pty Ltd Owns the Port of Brisbane tenure and infrastructure which it has leased under a 99 year lease
arrangement

QTH is incorporated and domiciled in Brisbane, Australia. QTH holds a 100% beneficial interest in the companies listed above. QTC does not apply the equity method to its
investment in QTH (refer note 2 (0) Judgments and assumptions).

24 Dividends

Each year the Board determines the appropriate level of dividends to be declared taking into consideration the financial situation of the Corporation. A dividend of
$50 million (2020: $50 million) was paid to the Queensland Government in June 2021.

25 Events subsequent to balance date

There are no matters or circumstances which have arisen since the end of the financial year that have significantly affected or may significantly affect the operations of
QTC, the results of those operations or the state of affairs of QTC in future years.
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The foregoing general purpose financial statements have been prepared in accordance with the Financial Accountability Act 2009 and
other prescribed requirements.

The Directors draw attention to note 2(a) to the financial statements, which includes a statement of compliance with International
Financial Reporting Standards.

We certify that in our opinion:
(i) the prescribed requirements for establishing and keeping the accounts have been complied with in all material respects, and

(i) the foregoing annual financial statements have been drawn up so as to present a true and fair view of Queensland Treasury
Corporation’s assets and liabilities, financial position and financial performance for the year ended 30 June 2021.

The financial statements are authorised for issue on the date of signing this certificate which is signed in accordance with a resolution
of the Capital Markets Board.

il R

G P BRADLEY P C NOBLE
Chair Chief Executive
Brisbane

19 August 2021
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INDEPENDENT AUDITOR’S REPORT

To the Capital Markets Board of Queensland Treasury Corporation

Report on the audit of the financial report

Opinion

| have audited the accompanying financial report of Queensland Treasury Corporation.
In my opinion, the financial report:

a) gives a true and fair view of the entity’s financial position as at 30 June 2021, and its financial performance and cash flows for the year then
ended

b)  complies with the Financial Accountability Act 2009, the Financial and Performance Management Standard 2019 and Australian Accounting
Standards

c) also complies with International Financial Reporting Standards as disclosed in Note 2(a).

The financial report comprises the balance sheet as at 30 June 2021, the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, notes to the financial statements including summaries of significant accounting policies and other
explanatory information, and the management certificate given by the Chairman and Chief Executive.

Basis for opinion

| conducted my audit in accordance with the Auditor-General Auditing Standards, which incorporate the Australian Auditing Standards. My
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of my report.

| am independent of the entity in accordance with the ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110
Code of Ethics for Professional Accountants (the Code) that are relevant to my audit of the financial report in Australia. | have also fulfilled my other
ethical responsibilities in accordance with the Code and the Auditor-General Auditing Standards.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.
Key audit matter

Key audit matters are those matters that, in my professional judgement, were of most significance in my audit of the financial report of the current
period. These matters were addressed in the context of the audit of the financial report as whole, and in forming the auditor’s opinion thereon, and |
do not provide a separate opinion on these matters.
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Establishment of the Queensland Future Fund - Debt Retirement Fund ($7.7 billion as at 30 June 2021)

(Refer Notes 1 and 16)

Key audit matter

How my audit procedures addressed this key audit
matter

Financial instruments at fair value through profit or loss for State
Investment Operations are a material balance and include assets
invested in the Queensland Future Fund (OFF) — Debt Retirement Fund
(ORF) as at 30 June 2021.

During the year, the ORF was seeded with initial investments totalling
$7.7 billion. These initial investments occurred through a series of asset
transfers involving several government entities and, in some instances,
required the restructuring of existing government operations.

The assets were ultimately transferred into an unlisted unit trust, the Debt
Retirement Trust (ORT), managed by QIC Limited. Units in the ORT are
held by OTC on behalf of Queensland Treasury.

In return, OTC issued a Fixed Rate Note (FRN) payable to Queensland
Treasury. The initial value the FRN represented the fair value of the
individual assets transferred into the DRT.

My procedures included, but were not limited to:

obtaining an understanding of the legislative framework for the
establishment of the DRF

obtaining an understanding of the ownership and governance
structure for the ORF and the initial investments made into the
ORF

evaluating documentation supporting initial investments made
into the DRF, including ensuring that asset transfers were
appropriately authorised and complied with directions given by
the Treasurer under the OFF Act

assessing and confirming the appropriateness of the accounting
treatment of each transaction associated with the establishment
of the ORF including:

e accounting for the recognition and derecognition of assets
transferred between government entities in accordance with
prescribed accounting requirements

e the fair value of investments at the date of their initial
transfer into the DRF comply with the requirements of
AASB 9 Financial Instruments and AASB 13 Fair Value

e accounting for the recognition of the FRN by OTC and
confirming the fair value of the FRN as at 30 June 2021

e  confirming the appropriateness of disclosures in QTC'’s
financial statements.

As the auditor of the ORT, | engaged an auditor’s expert to assess the
value of the Queensland Titles Registry (QTR) operations transferred
to the ORF. Work performed by the auditor’s expert included:

obtaining an understanding of the valuation methodology applied
to the transfer of the QTR operations

assessing the reasonableness of techniques applied in valuing
the Queensland Titles Registry (QTR) operations

assessing the reasonableness of key assumptions and inputs
used in valuing the QTR operations

concluding on the reasonableness of the valuation applied to the
QTR operations.

As the auditor of OTC, | assessed the work performed by the auditor’s
expert to form an opinion on the value of the units issued by ORT to
OTC. This included:

evaluating their qualifications, competence, capabilities and
objectivity

assessing the nature, scope and objectives of the work
completed for appropriateness

evaluating the findings and conclusions for relevance,
reasonableness and consistency with other audit evidence
obtained.
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Valuation, presentation and disclosure of financial instruments at fair value through profit or loss for State Investment Operations
($37.8 billion as at 30 June 2021)

(Refer Notes 16, 17 and 18)

How my audit addressed this key audit

Key audit matter matter

Financial assets at fair value through profit or loss held by State My procedures included but were not limited to:
Investments Operations (SIO) (which incorporates the Long Term
Assets (L TA) and the Queensland Future Fund (QFF)) represent
investments in unlisted unit trusts (‘the trusts’) managed by QIC Limited
(QIC). The trusts in turn invest in various asset classes, some of which
are illiquid in nature (‘'underlying investments’).

e evaluating the audited assurance report on controls over
investment management services for the period 1 July 2020 to 30
June 2021 to obtain confirmation that the controls at QIC are
appropriately designed and implemented, and operating
effectively

The fair value of these underlying investments is based on the hard-

close unit prices as at 30 June 2021 as advised by QIC to QTC on e  assessing the representation letter provided by QIC to QTC

9 August 2021. confirming the following processes were performed by QIC:

In some instances, the prices advised by QIC are based on unaudited e checks performed over pricing of the underlying assets at
valuation statements provided by the external managers of the 30 June 2021

underlying investments that relate to a date prior to 30 June 2021. e checks performed post balance date on prices for highly

Significant judgement is required to determine whether the unaudited

illiquid investments
valuations advised by QIC are materially consistent with the fair value a

as at 30 June 2021, or if an adjustment is required. e  confirming the value of the investments reported at 30 June 2021
QIC continues to monitor and provides updated advice to QTC on the by:

potential impact on the value of these investments arising from the e  agreeing the reported value in QIC’s confirmation to the
subsequent receipt of updated valuations from external managers and financial statements

audited financial statements.
e  obtaining a confirmation from QIC on any changes to the

Additionally, there is a high level of subjectivity in classifying the value initially reported and assessing the impact of changes
investments in the appropriate level within the fair value hierarchy for in value to the financial statements. Where the change in
the following reasons: prices is materially different to the prices initially determined

at 30 June 2021, we request management to recognise the

a.  Some of the underlying assets are considered illiquid in nature change in the prices to reflect the correct valuation

(i.e. these are not readily convertible to cash).

e  obtaining an understanding of the underlying investments in the
trusts and the pricing mechanism adopted by QIC. This in turn
determines the appropriate fair value hierarchy disclosure in the
financial statements of QTC under AASB13 Fair Value
Measurement

b. SlIO is the sole investor in some of the trusts, and as a result there
are restrictions that may be imposed by QIC on SIO to liquidate
the investments.

e  evaluating the fair value hierarchy disclosure in note 18 to ensure
the classification is in accordance with my understanding of the
underlying investment and pricing mechanism, and in accordance
with AASB13 Fair Value Measurement.

Other information

Other information comprises financial and non-financial information (other than the audited financial report).

Those charged with governance are responsible for the other information.

My opinion on the financial report does not cover the other information and accordingly | do not express any form of assurance conclusion thereon.

In connection with my audit of the financial report, my responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial report or my knowledge obtained in the audit or otherwise appears to be materially misstated.
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If, based on the work | have performed, | conclude that there is a material misstatement of this other information, | am required to report that fact.
| have nothing to report in this regard.
Responsibilities of the entity for the financial report

The Board is responsible for the preparation of the financial report that gives a true and fair view in accordance with the Financial Accountability Act
2009, the Financial and Performance Management Standard 2019 and Australian Accounting Standards, and for such internal control as the Board
determines is necessary to enable the preparation of the financial report that is free from material misstatement, whether due to fraud or error.

The Board is also responsible for assessing the entity’s ability to continue as a going concern, disclosing, as applicable, matters relating to going
concern and using the going concern basis of accounting unless it is intended to abolish the entity or to otherwise cease operations.

Report on other legal and regulatory requirements
Auditor’s responsibilities for the audit of the financial report

My objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance but is not a guarantee
that an audit conducted in accordance with the Australian Auditing Standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, | exercise professional judgement and maintain professional scepticism
throughout the audit. | also:

e  |dentify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances,
but not for expressing an opinion on the effectiveness of the entity’s internal control.

e  FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by
the entity.

e  Conclude on the appropriateness of the entity’s use of the going concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt on the entity’s ability to continue as a
going concern. If | conclude that a material uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures
in the financial report or, if such disclosures are inadequate, to modify my opinion. | base my conclusions on the audit evidence obtained up to
the date of my auditor’s report. However, future events or conditions may cause the entity to cease to continue as a going concern.
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e  Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and whether the financial report
represents the underlying transactions and events in a manner that achieves fair presentation.

| communicate with the Board regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that | identify during my audit.

From the matters communicated with the Board, | determine those matters that were of most significance in the audit of the financial report of the
current period and are therefore the key audit matters. | describe these matters in my auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, | determine that a matter should not be communicated in my report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Statement
In accordance with s.40 of the Auditor-General Act 2009, for the year ended 30 June 2021:

a) Ireceived all the information and explanations | required.

b) I consider that, the prescribed requirements in relation to the establishment and keeping of accounts were complied with in all material
respects.

Prescribed requirements scope

The prescribed requirements for the establishment and keeping of accounts are contained in the Financial Accountability Act 2009, any other
Act and the Financial and Performance Management Standard 2019. The applicable requirements include those for keeping financial records
that correctly record and explain the entity’s transactions and account balances to enable the preparation of a true and fair financial report.

%Q G M iline B 19 August 2021

Brendan Worrall Queensland Audit Office
Auditor-General Brisbane
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Appendix A — Statutory and mandatory disclosures

QTC is required to make various disclosures in its Annual Report.
QTC is also required to make various disclosures on the
Queensland Government’s Open Data website (data.qld.gov.au) in
lieu of inclusion in its Annual Report. This appendix sets out those
mandatory disclosure statements that are not included elsewhere in
the report or made available on the Open Data website.

QTC is committed to providing accessible services to Queensland
residents from culturally and linguistically diverse backgrounds. QTC
did not receive any requests for interpreters and there was no
overseas travel in 2020-21.

Information systems and record keeping

QTC adheres to the Public Records Act 2002 and the General
Retention and Disposal Schedule with respect to information and
records management.

QTC continues to evolve its electronic document and information
management systems for improved management of both digital and
physical records particularly in relation to expanding cloud
technologies. QTC is maturing its information security capabilities to
protect internally and externally accessible records.

QTC has not experienced any serious breaches and continues to
place focus on education, communication and evolving our technical
environment to ensure the importance of information and records
management remains front-of-mind.

Public Sector Ethics Act

QTC provides the following information pursuant to obligations
under section 23 of the Public Sector Ethics Act 1994 (QId) to report
on action taken to comply with certain sections of the Act.

QTC employees are required to comply with QTC’s Code of
Conduct for employees, which aligns with the ethics principles and
values in the Public Sector Ethics Act 1994 (Qld), as well as the
Code of Conduct established by the Australian Financial Markets
Association of which QTC is a member. Both codes are available to
employees via QTC’s intranet. A copy of QTC’s Code of Conduct
can be inspected by contacting QTC’s Human Resources Group
(see Appendix D for contact details). Appropriate education and
training about the Code of Conduct has been provided to QTC staff.

QTC’s human resource management and corporate governance
policies and practices ensure that QTC:

= acts ethically with regard to the conduct of its business
activities and within appropriate law, policy and convention,
and

® addresses the systems and processes necessary for the
proper direction and management of its business and affairs.

QTC is committed to:

® observing high standards of integrity and fair-dealing in the
conduct of its business, and

= acting with due care, diligence and skill.

QTC’s Compliance Policy requires that QTC and all employees
comply with the letter and the spirit of all relevant laws and
regulations, industry standards, and relevant government policies, as
well as QTC’s own policies and procedures.

Human Rights Act

QTC'’s strategic and operational plans are in line with the objectives of
the Human Rights Act 2019 (the Act). The plans aim to ensure QTC is
respecting, protecting and promoting human rights in decision making
and actions.

The Act requires QTC to consider human rights when performing
functions of a public nature and only limit human rights after careful
consideration. QTC’s internal policies and practices are aligned to the
Act, as guided by external advice.

Remuneration: Board and Committee

For the year ending 30 June 2021, the remuneration and committee
fees of the QTC Capital Market Board members (excluding
superannuation contributions and non-monetary benefits) were as
follows:

Board Committee
Chairperson $100,527 Chairperson $6,658
Member $33,551 Member $5,152

The total remuneration payments made to the members of the QTC
Capital Markets Board was $337,873 and the total on-costs (including
travel, accommodation, car parking and professional memberships for
members) was $12,485.

For the year ending 30 June 2021, the remuneration and committee
fees of the QTC State Investment Advisory Board members
(excluding superannuation contributions and non-monetary benefits)
were as follows:

Board

Member $33,551

The total remuneration payments made to the members of the QTC
State Investment Advisory Board was $110,214 and the total on-costs
(including travel, accommodation, car parking and professional
memberships for members) was $3,303.

Related entities

The related entities in Note 23 are not equity accounted in the
financial report of the Queensland Treasury Corporation. These
entities are consolidated into Queensland Treasury’s financial report.
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Basis point: One hundredth of one per cent (0.01 per cent).

Bond: A financial instrument where the borrower agrees to pay the
investor a rate of interest for a fixed period of time.

A typical bond will involve regular interest payments and a return of
principal at maturity.

CP (commercial paper): A short-term money market instrument
issued at a discount with the full face value repaid at maturity. CP
can be issued in various currencies with a term to maturity of less
than one year.

Credit rating: Measures a borrower’s creditworthiness and
provides an international framework for comparing the credit quality
of issuers and rated debt securities. Rating agencies allocate three
kinds of ratings: issuer credit ratings, long-term debt and short-term
debt. Issuer credit ratings are among the most widely watched.
They measure the creditworthiness of the borrower including its
capacity and willingness to meet financial obligations.

Fixed Income Distribution Group: A group of financial
intermediaries who market and make prices in QTC’s debt
instruments.

Floating rate notes (FRNs): A debt instrument which pays a
variable rate of interest (coupon) at specified dates over the term of
the debt, as well as repaying the principal at the maturity date. The
floating rate is usually a money market reference rate, such as
BBSW, plus a fixed margin. Typically the interest is paid quarterly or
monthly.

GOC: Government-owned Corporation.

Green Bonds: QTC green bonds on issue are guaranteed by the
Queensland State Government, issued under the AUD Bond
Program with Rule 144A capability and certified by the Climate
Bonds Initiative (CBI). Proceeds from QTC green bonds are
allocated against eligible projects and assets in accordance with
QTC’s Green Bond Framework. Eligible projects and assets are
those funded, entirely or in part, by the Queensland Government,
State-Government related entities and local governments that
support Queensland’s pathway to climate resilience and an
environmentally sustainable economy. QTC’s Green Bond
Framework is aligned with the CBI Climate Bonds Standard 3.0 and
the International Capital Market Association (ICMA) Green Bond
Principles 2018 allowing QTC to issue both CBI certified green
bonds and ICMA Green Bond Principles certified green bonds. An
independent third party provides assurance of QTC’s framework,
eligible project and asset pool and green bonds on issue.
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Issue price: The price at which a new security is issued in the
primary market.

Liquid: Markets or instruments are described as being liquid, and
having depth, if there are enough buyers and sellers to absorb
sudden shifts in supply and demand without price distortions.

Market value: The price at which an instrument can be purchased or
sold in the current market.

MTN (Medium-Term Note): A financial debt instrument that can be
structured to meet an investor’s requirements in regards to interest
rate basis, currency and maturity. MTNs usually have maturities
between nine months and 30 years.

QTC: Queensland Treasury Corporation.
RBA: Reserve Bank of Australia.

T-Note (Treasury Note): A short-term money market instrument
issued at a discount with the full face value repaid at maturity.
T-Notes are issued in Australian dollars with a term to maturity of less
than one year.
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Appendix C — Compliance checklist

SUMMARY OF REQUIREMENT

BASIS FOR REQUIREMENT

ANNUAL REPORT REFERENCE

LETTER OF A letter of compliance from the accountable officer or statutory ARRs - section 7 Page 2
COMPLIANCE body to the relevant Minister/s
ACCESSIBILITY Table of contents ARRs — section 9.1 Page 1
Glossary ARRSs - section 9.1 Appendix B
Public availability ARRSs - section 9.2 Page 1, Appendix D
Interpreter service statement Queensland Government Appendix D
Language Services Policy
ARRs - section 9.3
Copyright notice Copyright Act 1968 Back cover
ARRs — section 9.4
GENERAL Introductory information ARRs - section 10 Page 3-7
INFORMATION
NON-FINANCIAL Government's objectives for the community ARRs - section 11.1 Pages 8-13
PERFORMANCE Agency objectives and performance indicators ARRs - section 11.2 Pages 6-133
FINANCIAL Summary of financial performance ARRs — section 12.1 Pages 6-7, Notes to Financial
PERFORMANCE Statements: Pages 28-50
GOVERNANCE - Organisational structure ARRs — section 13.1 Pages 17-21
rﬁgé?g”g.’:JRE Executive management ARRs - section 13.2 Page 21
Public Sector Ethics Public Sector Ethics Act 1994 Appendix A
ARRs - section 13.4
Human Rights Human Rights Act 2019 Appendix A
ARRs — section 13.5
GOVERNANCE - Risk management ARRs - section 14.1 Pages 14,18
EL‘SEI,( MANAGEMENT Audit committee ARRs - section 14.2 Page 18
ACCOUNTABILITY Internal audit ARRs - section 14.3 Page 1
Information systems and record keeping ARRs - section 14.5 Appendix A
GOVERNANCE - Strategic workforce planning and performance ARRs - section 15.1 Pages 14-15
HUMAN RESOURCES
OPEN DATA Statement advising publication of information ARRs - section 16 Appendix A
Consultancies ARRs - section 33.1 Appendix A
https://data.qld.gov.au
Overseas travel ARRs - section 33.2 Appendix A
Queensland Language Services Policy ARRs — section 33.2 Appendix A
FINANCIAL Certification of financial statements FAA — section 62 Page 55
STATEMENTS FPMS — sections 38, 39 and 46
ARRs — section 17.1
Independent Auditor’s Report FAA — section 62 Pages 56

FPMS — section 46
ARRs — section 17.2

Note: This checklist excludes reference to any requirements that do not apply to QTC for the current reporting period.

FAA: Financial Accountability Act 2009; FPMS: Financial and Performance Management Standard 2019;

ARRs: Annual report requirements for Queensland Government agencies
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Queensland Treasury Corporation

Level 31, 111 Eagle Street
Brisbane Queensland Australia

GPO Box 1096
Brisbane Queensland
Australia 4001

Telephone: +61 7 3842 4600
Email: enquiry@qtc.com.au

If you would like a copy of a report posted to you, please call QTC’s

reception on +61 7 3842 4600.

If you would like to comment on a report, please complete the

online enquiry form located on our website.

Queensland Treasury Corporation
(Reception)

Stock Registry (Link Market Services Ltd)

gal

Interpreter

QTC is committed to providing accessible services to Queensland
residents from culturally and linguistically diverse backgrounds. If
you have difficulty understanding this report, please contact QTC’s
reception on +61 7 3842 4600 and we will arrange for an interpreter

to assist you.

+61 7 3842 4600
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EXHIBIT (c)(ii)

Consolidated Financial Statements of the Co-Registrant for the fiscal year ended June 30, 2021



FORWARD-LOOKING STATEMENTS

This exhibit contains forward-looking statements. Statements that are not historical facts, including statements about the State of
Queensland’s (the “State” or “Queensland”) beliefs and expectations, are forward-looking statements. These statements are based on

CERNT3

current plans, budgets, estimates and projections and therefore you should not place undue reliance on them. The words “believe”, “may”,

CEINNTI CERNNT3 CERNT3

“will”, “should”, “estimate”, “continue”, “anticipate”, “intend”, “expect”, “forecast” and similar words are intended to identify forward-
looking statements. Forward-looking statements speak only as of the date they are made, and neither the Queensland Treasury Corporation
nor the State undertake any obligation to update publicly any of them in light of new information or future events.

Forward-looking statements are based on current plans, estimates and projections and, therefore, undue reliance should not be placed on
them. Although the Queensland Treasury Corporation and the State believe that the beliefs and expectations reflected in such forward-
looking statements are reasonable, no assurance can be given that such beliefs and expectations will prove to have been correct. Forward-
looking statements involve inherent risks and uncertainties. We caution you that actual results may differ materially from those contained
in any forward-looking statements.

A number of important factors could cause actual results to differ materially from those expressed in any forward-looking statement.
Factors that could cause the actual outcomes to differ materially from those expressed or implied in forward-looking statements include:

. the international and Australian economies, and in particular the rates of growth (or contraction) of the State’s major trading
partners;

. the effects, both internationally and in Australia, of any subsequent economic downturn, as well as the effect of ongoing
economic, banking and sovereign debt risk;

. the effect of the ongoing novel coronavirus (COVID-19) pandemic;

. increases or decreases in international and Australian domestic interest rates;
. changes in the State’s domestic consumption;

. changes in the State’s labor force participation and productivity;

. downgrades in the credit ratings of the State and Australia;

. changes in the rate of inflation in the State;

. changes in environmental and other regulation; and

. changes in the distribution of revenue from the Commonwealth of Australia Government to the State.
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Message from the Treasurer

| present Queensland’s 2020-21 Report on State Finances which includes the Outcomes Report and AASB 1049 Financial Statements.

Queensland’s economic recovery from the impacts of COVID-19 is well underway. The Queensland Government’s success in managing
the on-going risks of COVID-19 within the State, together with its immediate support and longer-term Economic Recovery Plan measures
have contributed to an improved fiscal position in 2020-21.

Stronger than expected revenues from the economic rebound and lower expenditure have delivered a smaller General Government
operating deficit for 2020-21 of $937 million, a reduction of $2.865 billion compared to the operating deficit of $3.803 billion estimated at
the time of the 2021-22 Budget. The reduction in the operating deficit has translated to lower borrowings.

The Outcomes Report

The Outcomes Report contains financial statements that are presented in accordance with the Uniform Presentation Framework (UPF)
which provides comparable reporting of Commonwealth, State and Territory Governments’ financial information.

Queensland’s annual Budget was prepared in accordance with the UPF. The Outcomes Report compares the 2020-21 actual results with
the revised forecasts contained in the 2021-22 Budget papers.

The UPF presentation is structured on a sectoral basis with a focus on the General Government and Public Non-financial Corporations
Sectors.

AASB 1049 Financial Statements

The AASB 1049 Financial Statements outline the operations of the Queensland Government in accordance with Australian Accounting
Standard AASB 1049 Whole of Government and General Government Sector Financial Reporting and other applicable standards and are
audited.

These statements focus on the General Government Sector (GGS) and Total State Sector (TSS) and include detailed notes.

The statements include comparatives for the 2019-20 year, as well as analysis of variances between the published 2020-21 Budget and
the 2020-21 outcome.

AASB 1049 aims to harmonise the Government Finance Statistics (GFS) and Accounting Standard frameworks. The GFS reporting
framework, developed by the Australian Bureau of Statistics (ABS), is based on international statistical standards and allows
comprehensive assessments to be made of the economic impact of government.

| note the assurances of Treasury officials that both the Outcomes Report and the audited financial statements are presented on a true
and fair basis and that the independent auditor’s report is unqualified.

In endorsing this report, | place on record my appreciation of the professionalism and co-operation extended to Queensland Treasury by
agency personnel and of the Treasury staff involved in its preparation.

The Honourable Cameron Dick MP
Treasurer
Minister for Trade and Investment

Related Publications

This report complements other key publications relating to the financial performance of the Queensland Public Sector including:
- the annual Budget papers;
- the Treasurer’s Consolidated Fund Financial Report; and

- the annual reports of the various departments, statutory bodies, Government-owned corporations and other entities that
comprise the Queensland Government.

2 Report on State Finances 2020-21 — Queensland Government



Unite & Recover

2020-21
Outcomes Report

Uniform Presentation Framework of the
Queensland Government — 30 June 2021

227 Queensland
%, Government



Outcomes Report - Overview and Analysis

Overview

Since the COVID-19 pandemic first reached Queensland, the Government has implemented a strong health response, introduced
immediate financial support for households, businesses and industry and initiated measures to secure Queensland’s long term economic
recovery. Containment of the COVID-19 virus in Queensland has contributed to Queensland’s improved economic conditions in 2020-21.

The General Government Sector (GGS) realised a Uniform Presentation Framework (UPF) net operating deficit of $937 million for
2020-21. The earlier and stronger than expected economic recovery has resulted in a $2.865 billion reduction in the net operating deficit
relative to the estimated operating deficit of $3.803 billion reported in the 2021-22 Budget, and a substantial reduction relative to the
original 2020-21 Budget operating deficit estimate of $8.633 billion. Refer Chart 3.1.

Chart 3.1: 2020-21 General Government Sector UPF net operating balance compared to budget forecasts
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Source: Queensland State Budgets 2020-21 and 2021-22 and Queensland Report on State Finances 2020-21

In 2020-21, GGS revenue totalled $62.732 billion, up $2.336 billion on the 2021-22 Budget estimated actual revenue of $60.396 billion.
The increase in revenue reflects a rebound in both the Queensland and national economy following the initial impacts of COVID-19,
contributing to higher GST receipts and taxation revenue. Dividend and taxation equivalent income from the State’s Government-owned
electricity businesses was also higher than expected.

Lower GGS expenses also contributed to the improved fiscal position in 2020-21. GGS expenses totalled $63.669 billion in 2020-21,
representing a decrease of $530 million from the 2021-22 Budget estimated actual.

GGS net debt in 2020-21 is $11.36 billion, a reduction of $4.449 billion since the 2021-22 Budget. Refer Chart 3.2.

Chart 3.2: 2020-21 General Government Sector net debt compared to budget forecasts
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Source: Queensland State Budgets 2020-21 and 2021-22 and Queensland Report on State Finances 2020-21
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Outcomes Report - Overview and Analysis

Overview continued

The stronger net debt metric mainly reflects lower borrowing requirements as result of the improved operating cash flows and lower capital
purchases and upward market value adjustments on investments held in unit trusts managed by Queensland Investment Corporation
(Qlc).

In 2020, the Government established the Queensland Future Fund (QFF) to support its economic plan, and secure Queensland’s future
economic success. In 2021, the Debt Retirement Fund (DRF) was the first fund within the QFF to be established under the Queensland
Future Fund Act 2020, with the sole purpose of debt reduction. The DRF will hold State investments for future growth and will be offset
against State debt when assessing Queensland’s credit rating. Assets contributed to the DRF totalled $7.7 billion, including a $6 billion
investment in Queensland Titles Registry Pty Ltd, $1.5 billion from the surplus assets held to support the Defined Benefit Scheme and
$206 million in securities held by the State. The investments of the DRF are included in the calculation of the State’s net debt.

GGS borrowing with QTC at 30 June 2021 was $46.153 billion, $949 million lower than the 2020-21 Budget estimate of $47.102 billion.
The lower than expected borrowing with QTC largely reflects improved operating cash flows and modestly lower purchases of
non-financial assets.

Non-financial Public Sector gross borrowing with QTC of $85.901 billion in 2020-21 was $1.427 billion lower than the forecast in the
2021-22 Budget. This decrease is predominantly due to lower GGS borrowing with QTC and the outcome of lower purchases of
non-financial assets within the Public Non-financial Corporation sector.

Fiscal principles

As part of the 2021-22 Budget strategy, the Government developed a new Charter of Fiscal Responsibility. The aim of the Charter is to
guide Budget strategy in the medium term in response to the fiscal challenges brought on by the COVID-19 pandemic. The Charter
includes new Fiscal Principles to support the delivery of net operating surpluses and the stabilisation of net debt.

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

Net debt is a key fiscal measure of the overall strength of State’s fiscal position and the net debt to revenue ratio indicates the
Government’s ability to service this debt.

Like other Australian jurisdictions, Queensland’s strong public health response to the virus and its decision to prioritise economic recovery
has resulted in an increase in gross borrowings and net debt. The Government is focussed on stabilising net debt in the medium term by
restoring operating surpluses, as per Fiscal Principle 2.

Queensland’s net debt to revenue ratio was 18 per cent in 2020-21, a reduction from the 26 per cent projected at the time of the 2021-22
Budget. The reduction in the GGS net debt to revenue ratio reflects the combined impact of stronger revenues and lower borrowings as
well upward valuations of investments in unit trusts managed by QIC.

Principle 2 — Ensure that average annual growth in General Government Sector expenditure in the medium term is below the average
annual growth in General Government Sector revenue to deliver fiscally sustainable net operating surpluses.

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

Queensland’s economic recovery is well underway with the State recording a net operating deficit of $937 million for 2020-21. This is a
reduction from the forecast deficit of $3.803 billion at the time of the 2021-22 Budget.

Revenues grew by 8.6 per cent and expenses by 0.3 per cent compared to 2019-20.

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

The capital program includes purchases of non-financial assets, capital grants and new finance leases and similar arrangements. The
capital program for the State Non-financial Sector in 2020-21 was $13.684 billion, 98.7 per cent of the estimated actual forecast in the
2021-22 Budget.

The Government’s $50 billion Infrastructure Guarantee has ensured the maintenance of a substantial capital program through the
COVID-19 crisis and a capital program of $52.216 billion is planned over the 4 years to 2024-25, as detailed in the 2021-22 Budget
papers.

In 2020-21, the GGS net investments in non-financial assets were predominantly funded through borrowings as the Government
continued to support Queensland’s COVID-19 health response and economic recovery measures.
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Outcomes Report - Overview and Analysis

Principle 4 - Maintain competitive taxation by ensuring that, on a per capita basis, Queensland has lower taxation than the average of
other states.

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

Based on the latest available outcomes, Queensland’s taxation per capita was $770 less than the average of other jurisdictions in
2019-20.

Principle 5 - Target full funding of long term liabilities such as superannuation and WorkCover in accordance with actuarial advice

Consistent with the long-standing practice of successive governments, the Queensland Government is committed to ensuring that the
State sets aside assets, on an actuarially determined basis, to meet long term liabilities such as superannuation and WorkCover. The
latest full actuarial review of the QSuper scheme was as at 30 June 2020 and was published in a report dated 2 December 2020. The
report found the scheme to be fully funded.

As at 30 June 2021, WorkCover Queensland was fully funded.
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Key UPF Financial Aggregates

Outlined in the table below are the key aggregates, by sector for 2020-21. The actual outcome for 2020-21 is compared to the estimated
actual (Est. Actual) per the 2021-22 Budget.

General Government Public Non-financial Non-financial Public
Sector Corporations Sector Sector
Est. Actual Outcome Est. Actual Outcome Est. Actual Outcome

$ million $ million $ million $ million $ million $ million
Revenue 60,396 62,732 12,418 13,240 68,464 71,228
Expenses 64,199 63,669 11,413 12,078 71,680 71,739
Net operating balance (3,803) (937) 1,006 1,162 (3,216) (511)
Capital purchases 6,965 6,835 3,491 3,157 10,456 10,007
Fiscal balance (8,159) (5,015) 230 637 (8,348) (5,141)
Borrowing with QTC 47,102 46,153 40,225 39,747 87,327 85,901
Leases and similar arrangements 7,779 7,704 448 454 8,227 8,158
Securities and derivatives 198 220 68 1,357 259 1,567
Net Debt 15,809 11,360 38,349 37,936 54,151 49,287
Notes:
1. Numbers may not add due to rounding.
2. Non-financial Public Sector consolidates the General Government and Public Non-financial Corporations Sector and excludes inter-sector

transactions and balances.

General Government Sector

Revenue

2020-21 2020-21

General Government Revenue Est. Actual Outcome
$ million $ million

Taxation revenue 15,907 16,249
Grants revenue 31,582 33,013
Sales of goods and services 6,068 6,063
Interest income 1,901 1,948
Dividend and income tax equivalent income 916 1,310
Other revenue 4,023 4,148
Total Revenue 60,396 62,732
Note:

1. Numbers may not add due to rounding.

General Government revenue totalled $62.732 billion in 2020-21, up $2.336 billion or 3.9 per cent compared to the 2021-22 Budget
estimated actual projection of $60.396 billion.

The increase in revenue since the 2021-22 Budget reflects further strengthening in Queensland and national activity following the initial
impacts of COVID-19. Most revenue lines have increased, although payroll tax collections remained broadly stable as improved receipts
were offset by payroll tax relief provided by the Government to businesses impacted by COVID-19.
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Key UPF Financial Aggregates continued
General Government Sector continued
Expenses

2020-21 2020-21

General Government Expenses Est. Actual Outcome
$ million $ million

Employee expenses 26,284 26,501
Superannuation expenses
Superannuation interest cost 246 246
Other superannuation expenses 3,116 3,073
Other operating expenses 17,102 16,335
Depreciation and amortisation 4,234 4,187
Other interest expenses 1,567 1,619
Grants expenses 11,649 11,709
Total Expenses 64,199 63,669
Note:
1. Numbers may not add due to rounding.

Total GGS expenses for 2020-21 were $530 million or 0.8 per cent lower than expected in the 2021-22 Budget estimated actual for
2020-21.

The lower expenses compared to the 2021-22 Budget are partly due to the timing of operational costs and various grant programs. Grants
made under the HomeBuilder program, which were not factored into the 2021-22 estimated actual, partly offset these expenditure
deferrals.

GGS expenditure is focused on the delivery of core services to the community. As shown in Chart 3.4 below, education and health account
for over half of the total expenses, consistent with their share in other jurisdictions.

Chart 3.4: 2020-21 General Government Sector expenses by function1
o L
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1 Refer to page 3-13 for further detail of expenses in each function.
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Key UPF Financial Aggregates continued
General Government Sector continued

Net Operating Balance

The net operating balance is the net of revenue and expenses from transactions and was an operating deficit of $937 million for 2020-21.
The deficit was a substantial reduction from $3.803 billion at the time of the 2021-22 Budget, for the reasons discussed above.

Capital Purchases

GGS purchases of non-financial assets are the actual cash outlays per the Cash Flow Statement and totalled $6.835 billion, which was
$130 million lower than the 2020-21 estimated actual.

Fiscal Balance

The fiscal deficit of $5.015 billion for 2020-21 was substantialy smaller than the estimated actual projection of an $8.159 billion deficit. The
smaller than forecast fiscal deficit is mainly due to the reduced net operating deficit and modestly lower than estimated capital purchases.

Borrowing

Gross borrowing with QTC was $46.153 billion, compared to the 2021-22 Budget projection of $47.102 billion, a decrease of $949 million.
The lower balance partly reflects the increase in cash flows from operating activities brought on by the rebound in revenues, and lower
expenses. Not all of the improved operating position flows through as a corresponding decrease in borrowings, as some of the revenue
improvement (e.g. GST and dividends) had not been received at year end.

Leases and similar arrangements were $7.705 billion at year end, $74 million lower than estimated at 2020-21 Budget.
Net Worth

The GGS net worth was $209.625 billion as at 30 June 2021, $4.934 billion higher than the estimated actual included in the 2021-22
Budget. The increase is due in large part to upward valuations of roads infrastructure, land under roads and school buildings, and market
value adjustments on investment, loans and placements. Partly offsetting the increase in both financial and non-financial assets was an
increase in the actuarial valuation of defined benefit superannuation liabilities, Long Service Leave Central Scheme liabilities and the
Government’s self-insurance liabilities, particularly for civil institutional child abuse claims.

Net Debt

Net debt is the sum of deposits held, advances received and borrowings (financial liabilities) less cash and deposits, advances paid and
investments, loans and placements (financial assets). Financial liabilities exceeded financial assets in the GGS by $11.36 billion at
30 June 2021, a $4.449 billion reduction in net debt from the 2021-22 Budget estimate.

Net debt has decreased since the 2021-22 Budget due to upward market valuation of investments, loans and placements due to strong
market returns on underlying investments and lower borrowing with QTC resulting from the improved net cash flows from operating
activities and slightly lower capital purchases.

Operating Result

The operating result measures the outcome for the State under the Accounting Standards framework, rather than the GFS framework. The
GGS operating result of $8.85 billion differs from the net operating balance as it includes valuation adjustments such as gains and losses
on financial and non-financial assets. The operating result has improved $3.911 billion since the 2021-22 Budget reflecting the better than
expected net operating deficit, and market value adjustments to investments, loans and placements, partly offset by upward actuarial
valuations of the Long Service Leave Central Scheme and the Government’s self-insurance liabilities.

Comprehensive Result - Total Change in Net Worth

The comprehensive result includes the revaluation of assets taken to reserves and actuarial adjustments to defined benefit
superannuation liabilities.

The increase in the actual comprehensive result from the 2020-21 estimated actual is mainly due to the improved operating result and
significant upward valuations of non-financial assets, offset to an extent, by the increase in the actuarial valuation of defined benefit
superannuation liabilities.
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Key UPF Financial Aggregates continued

Public Non-financial Corporations (PNFC) Sector

The Public Non-financial Corporations Sector comprises bodies such as Government-owned corporations (GOCs) that mainly engage in
the production of goods and services (of a non-financial nature) for sale in the market place at prices that aim to recover most of the costs

involved.

The PNFC Sector recorded a net operating surplus of $1.162 billion, $156 million higher than the 2021-22 Budget forecast
mainly due to higher than forecast revenue.

The fiscal balance was a surplus of $637 million, compared to an estimated surplus of $230 million reflecting the relative
increase in the net operating surplus and lower than forecast capital purchases.

PNFC borrowing with QTC was $39.747 billion at year end, $478 million lower when compared to the 2020-21 estimated
actual projection of $40.225 billion. Lower borrowings with QTC is consistent with the increase in the sector’s fiscal surplus.

State Financial Sector (SFS)

The State Financial Sector is the GFS terminology used for the consolidation of all State Government departments and other General
Government entities, Public Non-financial Corporations, Public Financial Corporations and their controlled entities. The equivalent term for
SFS used in the AASB 1049 section of this report is Total State Sector. All material inter-entity and intra-entity transactions and balances
have been eliminated to the extent practicable.

The net operating balance for 2020-21 was a deficit of $3.262 billion, while the operating result was a surplus of
$11.812 billion as it includes unrealised market value adjustments for QTC’s external borrowings and derivatives, positive
market value returns on its long term investments managed by QIC and the gain on the transfer of the Titles Registry
business.

Purchases of non-financial assets for the SFS were $10.022 billion.

The net worth was $201.71 billion, an increase of $19.105 billion compared to that published in the 2019-20 Outcomes
Report. This was mainly due to asset revaluations and the contribution of the Titles Registry business to a unit trust in the
seeding of the Debt Retirement Fund and other funds.

Report on State Finances 2020-21 — Queensland Government 3-7



2020 - 21 Operating Statement by Sector ($ million)

Public
Financial State
General Government Public Non-financial Corporations Financial
Sector Corporations Sector Non-financial Public Sector (b) Sector (b) Sector
Est. Actual Outcome  Est. Actual Outcome Est. Actual Outcome Outcome (c) Outcome (c)
Revenue from Transactions
Taxation revenue 15,907 16,249 - - 15,589 15,906 - 15,798
Grants revenue 31,582 33,013 598 615 31,605 33,020 - 32,910
Sales of goods and services 6,068 6,063 11,436 12,199 14,863 15,667 2,462 17,749
Interest income 1,901 1,948 56 65 1,939 2,007 3,679 1,228
Dividend and income tax equivalent income 916 1,310 15 15 133 150 - 15
Other revenue 4,023 4,148 313 345 4,335 4,478 134 4,611
Total Revenue from Transactions 60,396 62,732 12,418 13,240 68,464 71,228 6,276 72,311
Expenses from Transactions
Employee expenses 26,284 26,501 2,156 2,123 28,319 28,498 366 28,554
Superannuation expenses
Superannuation interest cost 246 246 - (3) 246 243 - 243
Other superannuation expenses 3,116 3,073 230 249 3,346 3,322 26 3,348
Other operating expenses 17,102 16,335 4,110 4,895 18,564 18,610 3,023 21,625
Depreciation and amortisation 4,234 4,187 2,777 2,640 7,012 6,827 30 6,857
Other interest expenses 1,567 1,619 1,732 1,691 3,095 3,114 5,337 3,821
Grants expenses 11,649 11,709 24 24 11,099 11,125 110 11,125
Other property expenses - - 383 457 - - 40 -
Total Expenses from Transactions 64,199 63,669 11,413 12,078 71,680 71,739 8,931 75,573
Net Operating Balance (3,803) (937) 1,006 1,162 (3,216) (511) (2,656) (3,262)
Other economic flows - included in operating result 8,742 9,787 (400) (466) 7,812 8,872 2,900 15,074
Operating Result 4,939 8,850 605 696 4,595 8,361 245 11,812
Other economic flows - other movements in equity 6,020 7,044 (580) (1,010) 6,364 7,632 (62) 7,383
Comprehensive Result - Total Change in Net Worth (d) 10,960 15,894 26 (315) 10,960 15,894 183 19,195
KEY FISCAL AGGREGATES
Net Operating Balance (3,803) (937) 1,006 1,162 (3,216) (511) (2,656) (3,262)
Net Acquisition/(Disposal) of Non-financial Assets
Purchases of non-financial assets 6,965 6,835 3,491 3,157 10,456 10,007 15 10,022
Less Sales of non-financial assets 206 216 41 69 247 272 2 274
Less Depreciation 4,234 4,187 2,777 2,640 7,012 6,827 30 6,857
Plus Change in inventories 48 46 13 - 61 46 - 46
Plus Other movements in non-financial assets 1,783 1,599 91 77 1,874 1,676 1 1,688
Equals Total Net Acquisition of Non-financial Assets 4,356 4,078 776 525 5,132 4,630 (6) 4,624
Fiscal Balance (8,159) (5,015) 230 637 (8,348) (5,141) (2,650) (7,886)
Notes:
(a) Numbers may not add due to rounding and have been restated where necessary to ensure comparability.
(b) The Non-financial Public Sector (NFP) consolidates the GGS and PNFC Sectors, eliminating inter-sector balances and transactions such as dividend and income tax equivalent income. The State Financial Sector
consolidates the NFP and the PFC sectors.
(c) In accordance with UPF requirements, estimates for Public Financial Corporations (PFC) and State Financial Sectors are not included in Budget documentation.
(d) For GFS, the change in Net Worth is the change from the previous published outcome. This differs from the AASB 1049 statements where prior year adjustments are permitted under IFRS.
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2020 - 21 Balance Sheet by Sector ($ million)

Public
Financial State
General Government Public Non-financial Corporations Financial
Sector Corporations Sector Non-financial Public Sector (b) Sector (b) Sector
Est. Actual Outcome Est. Actual Outcome Est. Actual Outcome Outcome (c) Outcome (c)
Assets
Financial assets
Cash and deposits 951 1,072 941 1,159 1,892 2,232 11,908 12,423
Advances paid 1,357 1,339 1,236 1,135 1,352 1,334 - 1,334
Investments, loans and placements 38,466 41,742 233 1,345 38,699 43,086 166,648 78,104
Receivables 4,198 5,521 1,486 1,829 5,121 6,418 370 6,696
Equity
Investments in other public sector entities 21,782 21,429 - - 2,788 2,775 - -
Investments - other 161 165 9 7 170 172 - 172
Total financial assets 66,917 71,267 3,906 5,474 50,023 56,016 178,927 98,729
Non-Financial Assets
Land and other fixed assets 237,808 243,075 64,667 64,054 302,474 307,128 151 307,279
Other non-financial assets 6,972 7,390 1,440 2,014 1,222 1,256 119 1,249
Total Non-financial Assets 244,780 250,464 66,107 66,068 303,696 308,385 270 308,528
Total assets 311,697 321,731 70,012 71,543 353,719 364,401 179,197 407,257
Liabilities
Payables 4,672 4,725 1,453 2,304 5,607 6,150 139 6,223
Superannuation liability 23,758 27,322 (152) (273) 23,606 27,049 - 27,049
Other employee benefits 8,339 8,914 914 963 9,253 9,877 152 10,029
Deposits held - - 13 12 13 12 8,104 6,399
Advances received 1,505 1,435 5 5 268 300 - 300
Borrowing with QTC 47,102 46,153 40,225 39,747 87,327 85,901 - -
Leases and other similar arrangements 7,779 7,705 448 454 8,227 8,158 447 8,605
Securities and derivatives 198 220 68 1,357 259 1,567 160,436 124,189
Other liabilities 13,653 15,633 8,043 8,319 14,467 15,762 7,143 22,753
Total liabilities 107,006 112,106 51,017 52,888 149,028 154,775 176,422 205,547
Net Worth 204,691 209,625 18,995 18,655 204,691 209,625 2,775 201,710
KEY FISCAL AGGREGATES
Net Financial Worth (40,089) (40,839) (47,112) (47,414) (99,005) (98,759) 2,505 (106,818)
Net Financial Liabilities 61,871 62,268 NA NA 101,793 101,534 NA 106,818
Net Debt 15,809 11,360 38,349 37,936 54,151 49,287 (9,569) 47,632
Notes:
(a) Numbers may not add due to rounding and have been restated where necessary to ensure comparability.
(b) The Non-financial Public Sector (NFP) consolidates the GGS and PNFC Sectors, eliminating inter-sector balances and transactions such as dividend and income tax equivalent income. The State Financial Sector
consolidates the NFP and the PFC sectors.
(c) In accordance with UPF requirements, estimates for Public Financial Corporations (PFC) and State Financial sectors are not included in Budget documentation.
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2020 - 21 Cash Flow Statement by Sector ($ million)

Public
Financial State
General Government Public Non-financial Corporations Financial
Sector Corporations Sector Non-financial Public Sector (b) Sector (b) Sector
Est. Actual Outcome Est. Actual Outcome Est. Actual Outcome Outcome (¢) Outcome (¢)
Cash Receipts from Operating Activities
Taxes received 15,326 15,882 - - 15,010 15,549 - 15,441
Grants and subsidies received 30,444 31,226 610 614 30,496 31,233 - 31,123
Sales of goods and services 6,508 6,217 13,126 13,555 16,630 17,166 2,630 19,417
Interest receipts 2,036 2,077 56 66 2,074 2,136 3,679 1,222
Dividends and income tax equivalents 1,669 1,673 15 15 139 121 - 15
Other receipts 5,213 5,745 232 182 5,444 5,893 145 6,037
61,196 62,820 14,039 14,433 69,792 72,098 6,454 73,255
Cash Payments for Operating Activities
Payments for employees (30,078) (30,320) (2,396) (2,295) (32,353) (32,489) (354) (32,529)
Payments for goods and services (19,247) (19,002) (5,649) (5,931) (21,903) (22,256) (1,844) (24,094)
Grants and subsidies (11,631) (11,709) (24) (24) (11,081) (11,128) (110) (11,128)
Interest paid (1,514) (1,568) (1,711) (1,684) (3,021) (3,061) (5,471) (3.778)
Other payments - ) (1,000) (1,002) (521) (490) (224) (705)
(62,471) (62,601) (10,781) (10,936) (68,879) (69,424) (8,004) (72,233)
Net Cash Flows from Operating Activities (1,275) 219 3,259 3,497 913 2,675 (1,550) 1,022
Cash Flows from Investing Activities
Non-financial Assets
Purchases of non-financial assets (6,965) (6,835) (3,491) (3,157) (10,456) (10,007) (15) (10,022)
Sales of non-financial assets 206 216 41 69 247 272 2 274
(6,759) (6,619) (3,449) (3,088) (10,208) (9,735) (13) (9,748)
Financial Assets (Policy Purposes) 34 (33) 79 262 (99) (84) - (34)
Financial Assets (Liquidity Purposes) (859) (3,513) (18) 10 (877) (3,503) 2,200 7,642
Net Cash Flows from Investing Activities (7,584) (10,165) (3,389) (2,816) (11,185) (13,321) 2,187 (2,139)
Net Cash Flows from Financing Activities
Advances received (net) (341) (411) (1) (1) (86) (55) - (55)
Borrowing (net) 8,946 10,225 1,276 806 10,221 11,031 (12,176) (1,137)
Dividends paid - - (1,071) (1,071) - - (94) -
Deposits received (net) - 1) - 1) - 1) (721) (785)
Other financing (net) - - (22) (144) (65) (191) 21,658 12,472
Net Cash Flows from Financing Activities 8,605 9,813 182 (411) 10,069 10,783 8,667 10,495
Net Increase/(Decrease) in Cash Held (254) (133) 52 270 (202) 137 9,304 9,378
KEY FISCAL AGGREGATES
Net cash from operating activities (1,275) 219 3,259 3,497 913 2,675 (1,550) 1,022
Net cash from investments in non-financial assets (6,759) (6,619) (3,449) (3,088) (10,208) (9,735) (13) (9,748)
Dividends paid - - (1,071) (1,071) - - (94) -
Cash Surplus/(Deficit) (8,033) (6,401) (1,262) (662) (9,295) (7,060) (1,657) (8,726)
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (8,033) (6,401) (1,262) (662) (9,295) (7,060) (1,657) (8,726)
Acquisitions under finance leases and similar arrangements (1,632) (1,547) 9) (18) (1,641) (1,565) (11) (1,576)
ABS GFS Cash Surplus/(Deficit) Including Finance Leases and Similar
Arrangements (9,665) (7,948) (1,2711) (680) (10,937) (8,625) (1,669) (10,302)
Notes:
(a) Numbers may not add due to rounding and have been restated where necessary to ensure comparability.
(b) The Non-financial Public Sector (NFP) consolidates the GGS and PNFC Sectors, eliminating inter-sector balances and transactions such as dividend and income tax equivalent income. The State Financial Sector consolidates the NFP and the PFC sectors.
(c) Inaccordance with UPF requirements, estimates for Public Financial Corporations (PFC) and State Financial sectors are not included in Budget documentation.
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Outcomes Report - Other General Government UPF Data

Data in the following tables is presented in accordance with the Uniform Presentation Framework.

General Government Sector

2020-21
Outcome

$ million

Taxes on employers’ payroll and labour force 4,166

Taxes on property

Land taxes 1,524

Other 581
Taxes on the provision of goods and services

Stamp duties on financial and capital transactions 3,985

Financial institutions’ transactions taxes 292

Taxes on gambling 1,586

Taxes on insurance 1,139

Taxes on use of goods and performance of activities

Motor vehicle taxes 2,672

Other 304
Total Taxation Revenue 16,249
Note:

1. Numbers may not add due to rounding.

2020-21
Dividend and Income Tax Equivalent Income Outcome

$ million
Dividend and Income Tax Equivalent income from PNFC sector 1,176
Dividend and Income Tax Equivalent income from PFC sector 135
Total Dividend and Income Tax Equivalent income 1,310

Note:
1. Numbers may not add due to rounding.
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Outcomes Report - Other General Government UPF Data

General Government Sector continued

Grants Revenue

2020-21
Outcome

Current grants revenue

Current grants from the Commonwealth
General purpose grants
Specific purpose grants
Specific purpose grants for on-passing

Other contributions and grants
Total current grants revenue

Capital grants revenue

Capital grants from the Commonwealth
Specific purpose grants

Other contributions and grants

Total capital grants revenue

Total grants revenue

Total current grants from the Commonwealth

$ million

15,456
10,091
3,682
29,229
337
29,566

3,420
3,447

33,013

Note:

1. Numbers may not add due to rounding.

Grants Expense

Current grants expenses
Private and not-for-profit sector

Local Government
Local Government on-passing
Grants to other sectors of Government
Other
Total current grants expense

Capital grants expenses

Private and not-for-profit sector
Local Government
Grants to other sectors of Government
Other
Total capital grants expenses

Total grants expenses

Private and not-for-profit sector on-passing

2020-21
Outcome
$ million

2,568
3,215
21
505
2,643
433
9,574

594
1,048

449
2,135

11,709

Note:
1. Numbers may not add due to rounding.
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Outcomes Report - Other General Government UPF Data

General Government Sector continued

Expenses by Function 2020-21 2020-21
Outcome Outcome
$ million $ million

General Public Services 4,802 | Health 20,148

Executive and legislative organs, financial and Outpatient services 3,050
fiscal affairs, external affairs 839 Hospital services 11,310
General services 243 Mental health institutions 597
Public debt transactions 1,536 Community health services 4,051
Transfers of a general character between level Public health services 438
of government 520 R&D - Health 188
General public services n.e.c. 1,664 Health n.e.c. 515
Public Order and Safety 5,973 | Recreation, Culture and Religion 815
Police services 2,491 Recreation and sporting services 378
Civil and fire protection services 798 Cultural services 350
Law courts 936 Recreation, culture and religion n.e.c. 87
Prisons 1,393
Public order and safety n.e.c. 355 | Education 15,430
Pre-primary and primary education 7,454
Economic Affairs 1,958 Secondary education 5,069
General economic, commercial and labour Tertiary education 1,317
affairs 355 Subsidiary services to education 172
Agriculture, forestry, fishing and hunting 403 Education n.e.c. 1,418
Fuel and energy 485
Mining, manufacturing and construction 276 | Social Protection 5,577
R&D - Economic affairs 189 Sickness and disability 2,157
Other industries 250 Old age 16
Family and children 1,607
Environmental Protection 977 Housing 750
Protection of biodiversity and landscape 623 Social exclusion n.e.c. 189
Environmental protection n.e.c. 354 Social protection n.e.c. 859
Housing and Community Amenities 1,049 | Transport 6,940
Housing development 677 Road transport 2,933
Community development 75 Bus transport 81
Water supply 215 Water transport 161
Housing and community amenities n.e.c. 82 Railway transport 2,178
Multi-mode urban transport 922
Transport n.e.c. 665
Total 63,669
Note:
1. Numbers may not add due to rounding.
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Outcomes Report - Other General Government UPF Data

General Government Sector continued

2020-21
Purchases of Non-financial Assets by Function Outcome

$ million
General public services 175
Public order and safety 417
Economic affairs 18
Environmental protection 20
Housing and community amenities 409
Health 760
Recreation, culture and religion 81
Education 1,221
Social protection 48
Transport 3,687
Total 6,835
Note:
1. Numbers may not add due to rounding.
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Certification of Outcomes Report
Management Certification

The foregoing Outcomes Report contains financial statements for the Queensland State Government, prepared and presented in
accordance with the Uniform Presentation Framework (UPF) agreed to at the 1991 Premiers’ Conference and revised in 2008 to align with
AASB 1049 Whole of Government and General Government Sector Financial Reporting.

This report separately discloses outcomes for the General Government, Public Non-financial Corporations, Public Financial Corporations
and State Financial Sectors within Queensland. Entities excluded from this report include local governments and universities. Queensland
public sector entities consolidated for this report are listed in the AASB 1049 Financial Statements, taking into account intra and inter-
agency eliminations.

Only those agencies considered material by virtue of their financial transactions and balances are consolidated in this report.

We certify that, in our opinion, the Outcomes Report has been properly drawn up, in accordance with UPF requirements, to present a true
and fair view of:

(i) the Operating Statement and Cash Flows of the Queensland State Government for the financial year; and
(i) the Balance Sheet of the Government at 30 June 2021.

At the date of certification of this report, we are not aware of any material circumstances that would render any particulars included in the
Outcomes Report misleading or inaccurate.

William Ryan Leon Allen
Head of Fiscal Under Treasurer
Queensland Treasury Queensland Treasury

22 October 2021

Report on State Finances 2020-21 — Queensland Government 3-15



Unite & Recover

2020-21
AASB 1049

Financial Statements
Overview and Analysis — 30 June 2021

::;t!."l:' P
s+ Queensland

Ji‘! Government



AASB 1049 - Overview and Analysis

The following analysis compares current year General Government Sector (GGS) and Total State Sector (TSS) performance with last
year’s balances, restated for changes in accounting policies, presentational and timing differences and errors.

AASB 1049 Whole of Government and General Government Sector Financial Reporting aims to harmonise the disclosure presentation to
be consistent with the Uniform Presentation Framework disclosed in the Outcomes Report.

Summary of Key Financial Aggregates of the Consolidated Financial Statements

The table below provides aggregate information under AASB1049:

General Government Total State
Sector Sector
2021 2020 2021 2020
$ million $ million  $ million  $ million
Taxation revenue 16,249 14,585 15,798 14,146
Grants revenue 33,013 27,645 32,910 27,575
Sales of goods and services 6,063 5,618 17,749 17,674
Interest income 1,948 2,088 1,228 948
Dividend and income tax equivalent income 1,310 1,926 15 14
Other revenue 4,148 5,915 4,611 6,425
Continuing Revenue from Transactions 62,732 57,778 72,311 66,782
Employee expenses 26,501 25,662 28,554 27,7112
Superannuation expenses 3,319 3,637 3,591 3,795
Other operating expenses 16,335 17,085 21,625 22,750
Depreciation and amortisation 4,187 4,033 6,857 6,780
Other interest expenses 1,619 1,486 3,821 3,868
Grants expenses 11,709 11,702 11,125 11,068
Continuing Expenses from Transactions 63,669 63,505 75,573 75,973
Net Operating Balance (937) (5,728) (3,262) (9,191)
Other Economic Flows - Included in Operating Result 9,787 (4,925) 15,074 (4,879)
Operating Result 8,850 (10,653) 11,812 (14,070)
Other Economic Flows - Other Movements in Equity 5,129 5,632 5,468 7,491
Comprehensive Result 1 13,979 (5,121) 17,280 (6,579)
Purchases of non-financial assets 6,835 6,306 10,022 9,498
Fiscal Balance (5,015) (9,164) (7,886) (13,263)
Borrowing with QTC 46,153 37,570 - -
Leases and other loans 7,705 6,485 8,605 7,383
Securities and derivatives 220 198 124,189 115,025
Assets 321,731 298,262 407,257 379,691
Liabilities 112,106 102,616 205,547 195,261
Net Worth 209,625 195,646 201,710 184,430
Net Debt 11,360 14,036 47,632 53,470
Note:
1. Comprehensive result is different to the Outcomes Report as it reflects the movement from the 2020 recast position, rather than the 2020
published position.
2 Numbers may not add due to rounding.
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AASB 1049 - Overview and Analysis

Net Operating Balance

The GGS net operating balance was a deficit of $937 million compared to a restated deficit of $5.728 billion in 2019-20. The COVID-19
pandemic severely impacted Queensland’s 2019-20 net operating balance, substantially reducing revenues following the downturn in
domestic economic activity and increasing expenses as the Government sought to support households and businesses and stimulate the
Queensland economy in the wake of the crisis. A rebound in Queensland and national activity in the first half of 2021 has delivered a
partial recovery in revenue and a relative improvement in the net operating deficit.

GGS revenue rose by around 9 per cent ($4.954 billion) while expenses growth remained relatively flat over the year as the Government
continued with Queensland’s health response and economic recovery measures.

The Total State Sector (TSS) net operating balance showed a deficit of $3.262 billion compared to a restated deficit of $9.191 billion in
2019-20.

The variances are explained below.
Revenue

Revenue from transactions increased from $57.778 billion in 2019-20 to be $62.732 billion in the GGS and totals
$72.311 billion in the TSS, a rise of $5.529 billion over 2019-20.

Revenues by type for the GGS and TSS are shown in the following chart:
Chart 4.1: General Government Sector and Total State Revenue by Type compared to 2019-20
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* Other revenue includes dividend and tax equivalents income.

Taxation revenue increased in 2020-21 by $1.664 billion for GGS and $1.652 billion for the TSS.

The increase in GGS taxation revenue is a result of the improved economic conditions following the initial impacts of COVID-19. Improved
taxation revenue was driven by a $913 million recovery in transfer duty due to higher turnover of residential properties, stronger gambling
taxes of $328 million, higher motor vehicle duties and registration of $128 million and $101 million respectively, as well as a $117 million
increase in land tax.
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AASB 1049 - Overview and Analysis

Revenue continued

Commonwealth and other grants comprised 53 per cent of GGS revenue and 46 per cent of TSS revenue. Grant revenue increased
$5.369 billion from 2019-20 for the GGS and $5.335 billion for the TSS. The increase was due to

- higher GST revenue of $2.658 billion reflective of stronger national household spending and dwelling investment as the economy
recovered from the initial effects of the COVID-19 pandemic in 2020;

- uplift in National Partnership Payments with an additional $1.6 billion in funding in 2020-21 mainly for roads infrastructure including
stimulus and accelerated funding packages in response to COVID-19; and

—  further Specific Purpose payments of $1.114 billion including National Health Reform funding, incorporating funding the COVID-19
health response, Skills and Workforce Development, Quality Schools and HomeBuilder grants.

GGS sales of goods and services were $445 million higher than 2019-20 partly due to higher revenue from hospital fees and
reimbursement of signalling system costs for the Cross River Rail project by Queensland Rail. Higher sales of goods and service revenue
in the GGS is offset to an extent for the TSS by lower electricity sales revenue.

Dividend and income tax equivalent revenue for the GGS decreased $616 million in comparison to 2019-20 largely to due to lower returns
in the electricity sector.

GGS other revenue was $1.767 billion lower in 2020-21 mainly due to lower coal and oil prices and a moderation in coal export volumes.
This decrease flows through to the TSS.

Expenses

Total expenses for 2020-21 were $63.669 billion for the GGS and $75.573 billion for the TSS, $164 million higher and $400 million lower
than the previous year respectively.

Expenses by type are shown in the following chart:

Chart 4.2: General Government Sector and Total State Expenses by Type compared to 2019-20
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Expenses growth remained relatively flat in 2020-21 despite the Government’s continuing COVID-19 health response and economic
recovery measures. Expenses were contained partly due to departments achieving $750 million in savings under the Government'’s
Savings and Debt plan as well as the public service wage increases being deferred.

GGS employee and superannuation expenses were 2.1 per cent higher in 2020-21, broadly consistent with the estimate in the 2021-22
Budget. The Government implemented a deferral of scheduled increases in GGS wages from 2020-21 into the following two years to
assist in funding its response to the COVID-19 pandemic, moderating growth in employee and superannuation expenses relative to
previous financial years. The increases are predominately in key frontline services.
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AASB 1049 - Overview and Analysis

Expenses continued

Other operating expenses were $750 million lower than 2019-20 for the GGS mainly due to self-insurance costs related to historical
physical and sexual child abuse claims and other litigation costs provided for in 2019-20. Partly offsetting lower claim costs in 2020-21
were COVID-19 health response measures, including quarantine activities. TSS other operating expenses were $1.125 billion lower in
comparison to 2019-20 due to the lower costs in the GGS and lower claim costs in the PNFC sector.

Depreciation and amortisation increased by $154 million for the GGS mainly due to increases in infrastructure.

Interest costs increased by $133 million to $1.619 billion for the GGS in 2020-21, mainly due to higher borrowings at the end of 2019-20
as a result of the COVID-19 support and recovery measures and lower cash inflows from taxes, GST and royalties in the immediate wake
of the pandemic.

Grant expenses totalled $11.709 billion in the GGS and $11.125 billion in the TSS for 2020-21, similar to overall grant expenses in
2019-20.

Operating Result

The operating result is the surplus or deficit for the year under the Australian Accounting Standards framework. Valuation and other
adjustments such as deferred tax, capital returns and market value interest are shown as other economic flows and are included in the
operating result.

The GGS operating result for the 2020-21 year was a surplus of $8.85 billion, compared to a deficit of

$10.653 billion in 2019-20. The significant turnaround in the operating result compared to 2019-20 is mainly due to the improved net
operating balance, discussed above, the gain on transfer of the Titles Registry business to a QIC managed unit trust, the market value
adjustment to the fixed rate notes with QTC, deferred tax revenue from Government-owned businesses and higher capital return dividends
from Powerlink and Queensland Treasury Holdings Pty Ltd. An upward actuarial adjustment to self-insurance liabilities partly offset the
improvements to operating result.

The TSS operating result was a surplus of $11.812 billion compared to a deficit of $14.07 billion in 2019-20. The turnaround in 2020-21
arose mainly from the improved net operating balance, the gain on transfer of the Titles Registry business to a QIC managed unit trust, as
well as the net effect of realised and unrealised market value adjustments to borrowings, investments, derivatives and non-financial
assets, offset in part by an actuarial adjustment to self-insurance liabilities.

Fiscal Balance

The GGS fiscal deficit was $5.015 billion for 2020-21 compared to a deficit of $9.164 billion for 2019-20. The TSS fiscal deficit was
$7.886 billion for 2020-21 compared to a deficit of $13.263 billion for 2019-20. The changes are driven by the improved net operating
balances offset to an extent by higher purchases of non-financial assets in each case.

Assets

Assets controlled by the GGS at 30 June 2021 totalled $321.731 billion, an increase of $23.470 billion on 2019-20, while assets controlled
by the TSS at 30 June 2021 totalled $407.257 billion. This is an increase of $27.566 billion from the 2020 balance of $379.691 billion.

Financial assets in the GGS were $12.990 billion higher than 2019-20, boosted by the contribution of the Titles Registry business to a unit
trust in the seeding of the Debt Retirement Fund and other funds, and higher balances on the long term asset fixed rate note.

Financial assets of the State increased by $17.011 billion, reflecting the contribution of the Titles Registry business to a unit trust, higher
cash balances of $9.378 billion, mainly in QTC, held for liquidity and pre-funding purposes, and higher balances on QIC trusts following
market value adjustments offset in part by lower holdings of securities and bonds by QTC.

Non-financial assets increased by $10.48 billion in the GGS due to revaluations of land under roads, road infrastructure and schools, as
well as capital purchases exceeding depreciation. The increase at the TSS level was $10.555 billion.
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AASB 1049 - Overview and Analysis

Assets continued

Of the TSS assets, GGS assets comprised 79 per cent. Total assets are made up of:

General Total State
Government

™ $M

Financial 71,267 98,729
Infrastructure 64,527 17,377
Land and buildings 143,550 148,023
Plant and equipment and other 42,387 43,128
321,731 407,257

The main types of assets owned by the State are detailed in the following chart:
Chart 4.3: Total State Assets by Type
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Liabilities
Liabilities at 30 June 2021 totalled $112.106 billion for the GGS and $205.547 billion for the TSS, an increase of $9.491 billion over
2019-20 for the GGS and an increase of $10.286 billion for the State.

The overall increase in liabilities for the GGS arose largely from additional borrowing from QTC ($8.583 billion), increased leases and
other loans ($1.219 billion) mainly associated with tunnels, stations and development works of the Cross River Rail project, deferred tax
liabilities ($568 million) mainly for electricity generation businesses and further increases in provisions ($525 million) largely for institutional
child abuse claims. Partly offsetting these increases were lower payables and advances from GOCs.

For the TSS, securities and derivatives, largely held by QTC, have increased $9.164 billion, mainly to fund additional on-lending
requirements as well as being impacted by market value adjustments. Lease and other loans increased $1.222 billion largely related to
Cross River Rail project as discussed above. Provisions have increased by $1.342 billion, mainly for WorkCover and the National Injury
Insurance Scheme and other claims, in addition to the increase in the GGS.
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AASB 1049 - Overview and Analysis

Liabilities continued
Of the TSS liabilities, GGS liabilities comprised 55 per cent. Total liabilities are made up of:

General Total State

Government
$M $M
Securities and derivatives 220 124,189
Deposits held, borrowings and advances 55,292 15,304
Employee benefit obligations 36,235 37,078
Other liabilities 20,358 28,976

112,106 205,547

The components of State liabilities are shown in the following chart:

Chart 4.4: Total State Liabilities by Type
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Net Debt

The GGS net debt was $11.36 billion at 30 June 2021, compared to $14.036 billion in 2019-20. The comparative improvement of
$2.676 billion in net debt is due to an increase in securities other than shares of $12.171 billion, which was mainly the result of the
contribution of the Titles Registry business to a unit trust and market value adjustment on the long term asset fixed rate note, partially
offset by higher borrowings with QTC of $8.583 billion and an increase in leases and other loans of $1.219 billion.

TSS net debt at 30 June 2021 was $47.632 billion, an improvement of $5.838 billion on 2020. The decrease in net debt is due to higher
cash and deposits and securities other than shares, partially offset by securities and derivative liabilities, mainly with QTC, and leases and
other loans, discussed above.

Cash Flow Statement

The Government continued with its COVID-19 health response and economic support measures and despite a rebound in revenue in the
first half of 2021, the GGS recorded a small positive net cash flow from operating activities of $219 million for the 2020-21 financial year.
When this is added to the net investments in non-financial assets of $6.619 billion, the cash deficit totals $6.401 billion, compared to a
cash deficit in 2020 of $6.228 billion.

The TSS recorded net cash outflows from operating activities for the 2020-21 financial year of $1.022 billion. After net investments in
non-financial assets of $9.748 billion, the resulting cash deficit is $8.726 billion, compared to a $9.317 billion cash deficit for 2019-20.
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Operating Statement for Queensland

for the Year Ended 30 June 2021

General Government Total State
Notes 2021 2020 2021 2020
M M M M
Continuing Operations
Revenue from Transactions
Taxation revenue 3 16,249 14,585 15,798 14,146
Grants revenue 4 33,013 27,645 32,910 27,575
Sales of goods and services 5 6,063 5,618 17,749 17,674
Interest income 6 1,948 2,088 1,228 948
Dividend and income tax equivalent income 7 1,310 1,926 15 14
Other revenue 8 4,148 5,915 4,611 6,425
Total Revenue from Transactions 62,732 57,778 72,311 66,782
Expenses from Transactions
Employee expenses 9 26,501 25,662 28,554 27,712
Superannuation expenses 10 3,319 3,537 3,591 3,795
Other operating expenses 11 16,335 17,085 21,625 22,750
Depreciation and amortisation 12 4,187 4,033 6,857 6,780
Other interest expenses 13 1,619 1,486 3,821 3,868
Grants expenses 14 11,709 11,702 11,125 11,068
Total Expenses from Transactions 63,669 63,505 75,573 75,973
Net Operating Balance from Continuing Operations (937) (5,728) (3,262) (9,191)
Other Economic Flows - Included in Operating Result
Gains/(losses) on sale of assets/settlement of liabilities 15 8,004 (24) 8,434 914
Revaluation increments/(decrements) and impairment (losses)/reversals 16 2,700 (3,395) 5,265 (3,170)
Asset write-downs 17 (228) (255) (252) (267)
Actuarial adjustments to liabilities 18 (1,318) (411) (1,227) (364)
Deferred income tax equivalents 31 (809) - -
Dividends and tax equivalents treated as capital returns 19 449 74 - -
Other 20 150 (105) 2,854 (1,992)
Total Other Economic Flows - Included in Operating Result 9,787 (4,925) 15,074 (4,879)
Operating Result from Continuing Operations 8,850 (10,653) 11,812 (14,070)
Other Economic Flows - Other Movements in Equity
Adjustments to opening balances * - 1,508 - 1,508
Revaluations 5,212 4,024 5,551 5,983
Other (82) - (82) -
Total Other Economic Flows - Other Movements in Equity 21 5,129 5,532 5,468 7,491
Comprehensive Result/Total Change in Net Worth 13,979 (5,121) 17,280 (6,579)
KEY FISCAL AGGREGATES
Net Operating Balance (937) (5,728) (3,262) (9,191)
Net Acquisition/(Disposal) of Non-Financial Assets
Purchases of non-financial assets 6,835 6,306 10,022 9,498
Less Sales of non-financial assets 216 230 274 264
Less Depreciation 4,187 4,033 6,857 6,780
Plus Change in inventories 46 112 46 161
Plus Other movement in non-financial assets 1,599 1,282 1,688 1,456
Equals Total Net Acquisition/(Disposal) of Non-Financial Assets 4,078 3,436 4,624 4,072
Fiscal Balance (5,015) (9,164) (7,886) (13,263)

This Operating Statement should be read in conjunction with the accompanying notes. Note 2 provides disaggregated information in relation to the above

components.

* Refer to Statement of Changes in Equity (Net Worth).
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Balance Sheet for Queensland
as at 30 June 2021

General Government Total State
2021 2020 2021 2020
Notes M M M M
Assets
Financial Assets
Cash and deposits 22 1,072 1,205 12,423 3,045
Receivables and loans
Receivables 23(a) 5,521 4,483 6,696 4,800
Advances paid 23(b) 1,339 1,278 1,334 1,272
Loans paid 23(c) 375 383 11,367 11,205
Securities other than shares 24(a) 41,366 29,195 66,738 60,954
Shares and other equity investments
Investments in public sector entities 24(b) 21,429 21,570 - -
Investments in other entities 24(c) 6 6 6 276
Investments accounted for using the equity method 25(a) 159 156 166 166
Total Financial Assets 71,267 58,277 98,729 81,718
Non-Financial Assets
Inventories 27 725 677 1,456 1,403
Assets held for sale 28 172 159 176 175
Investment properties 29 348 340 675 654
Property, plant and equipment 31 230,962 221,065 293,414 283,131
Intangibles 32 953 828 1,915 1,664
Service concession assets - GORTO 33 9,939 10,030 9,939 10,030
Deferred tax asset 6,549 6,121 - -
Other non-financial assets 34 815 764 952 916
Total Non-Financial Assets 250,464 239,984 308,528 297,973
Total Assets 321,731 298,262 407,257 379,691
Liabilities
Payables 35 4,725 5,683 6,223 6,700
Employee benefit obligations
Superannuation liability 36(a) 27,322 27,800 27,049 27,648
Other employee benefits 36(b) 8,914 8,327 10,029 9,359
Deposits held 37(a) - - 6,399 7,185
Advances received 37(b) 1,435 1,845 300 354
Borrowing with QTC 37(c) 46,153 37,570 - -
Leases and other loans 37(d) 7,705 6,485 8,605 7,383
Securities and derivatives 37(e) 220 198 124,189 115,025
Deferred tax liability 1,642 1,074 - -
Provisions 38 5,368 4,843 13,376 12,034
Service concession liabilities - GORTO 33 7,633 7,867 7,633 7,867
Other liabilities 39 990 925 1,744 1,708
Total Liabilities 112,106 102,616 205,547 195,261
Net Assets 209,625 195,646 201,710 184,430
Net Worth
Accumulated surplus 87,388 78,590 78,889 67,021
Reserves 122,237 117,056 122,821 117,409
Total Net Worth 209,625 195,646 201,710 184,430
KEY FISCAL AGGREGATES
Net Financial Worth (40,839) (44,339) (106,818) (113,542)
Net Financial Liabilities 62,268 65,908 106,818 113,542
Net Debt 11,360 14,036 47,632 53,470

This Balance Sheet should be read in conjunction with the accompanying notes. Note 2 provides disaggregated information in relation to the components
of the net assets.
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Statement of Changes in Equity (Net Worth) for Queensland General Government Sector
for the Year ended 30 June 2021
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Statement of Changes in Equity (Net Worth) for Queensland General Government Sector
for the Year Ended 30 June 2021 continued
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2021
Accumulated surplus
Revaluation reserve - financial
asset
Revaluation reserve -
non-financial assets
Other reserves
Total equity at the end of the
financial year

2020
Accumulated surplus 3
Revaluation reserve - financial
assets
Revaluation reserve -
non-financial assets 4
Other reserves
Total equity at the end of the
financial year

Statement of Changes in Equity (Net Worth) for Queensland Total State Sector

for the Year ended 30 June 2021

Adjustments to

Comprehensive Result for Period

Opening Balance Opening Actuarial Gain / Closing Balance
Balances Movements Transfers / Entity Loss on
Cessation Superannuation '
M M M M M M
67,021 - 11,812 112 (55) 78,889
1,401 - (725) (70) - 606
114,642 - 6,331 (235) - 120,738
1,366 - - 111 - 1,477
184,430 - 17,418 (82) (55) 201,710

Adjustments to

Comprehensive Result for Period

Opening Balance 2 Opening Actuarial Gain / Closing Balance
Balances Movements Transfers / Entity Loss on
Cessation Superannuation '
M M M M M M
79,268 1,543 (14,070) 989 (709) 67,021
743 - 663 (5) - 1,401
109,101 (36) 6,029 (451) - 114,642
1,898 - - (532) - 1,366
191,010 1,508 (7,378) - (709) 184,430
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Statement of Changes in Equity (Net Worth) for Queensland Total State Sector
for the Year Ended 30 June 2021 continued

Notes:

1. Refer to Note 48 - Retirement Benefit Obligations.

2. Opening balance above includes the prior year adjustments per the published 2019-20 Report on State Finances.
The following notes relate to prior year adjustments to equity arising during the 2020-21 year:

3. The opening accumulated surplus at 1 July 2019 has increased by $1.543 billion, primarily as a result of the adoption of AASB 1059
Service Concession Arrangements: Grantors (refer Note 1(e)), partially offset by adjustments to land valuations. The movement in
accumulated surplus for the period includes a prior year increase of $125 million mainly due to the initial adoption of AASB 1059.

4.  The non-financial asset revaluation reserve opening balance has decreased by $36 million, due to an adjustment for land under
roads. The movement in non-financial asset revaluation reserve for the period includes a prior year increase of $277 million due to
the initial adoption of AASB 1059.
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Cash Flow Statement for Queensland

for the Year Ended 30 June 2021

General Government Total State
2021 2020 2021 2020
Notes M M M M
Cash Flows from Operating Activities
Cash received
Taxes received 15,882 13,870 15,441 13,460
Grants and subsidies received 31,226 28,845 31,123 28,775
Sales of goods and services 6,217 6,055 19,417 20,538
Interest receipts 2,077 2,009 1,222 945
Dividends and income tax equivalents 1,673 2,756 15 14
Other receipts 5,745 7,505 6,037 8,036
62,820 61,039 73,255 71,769
Cash paid
Payments for employees (30,320) (29,335) (32,529) (31,564)
Payments for goods and services (19,002) (19,461) (24,094) (25,072)
Grants and subsidies paid (11,709) (10,928) (11,128) (10,580)
Interest paid (1,568) (1,460) (3,778) (3,840)
Other payments (2) (8) (705) (796)
(62,601) (61,192) (72,233) (71,852)
Net Cash Flows from Operating Activities 40(a) 219 (152) 1,022 (83)
Cash Flows from Investing Activities
Non-Financial Assets
Purchases of non-financial assets (6,835) (6,306) (10,022) (9,498)
Sales of non-financial assets 216 230 274 264
(6,619) (6,076) (9,748) (9,234)
Financial Assets (Policy Purposes)
Equity acquisitions (242) (100) 1 -
Equity disposals 223 76 (20) 2
Advances and concessional loans paid (257) (1,102) (257) (1,101)
Advances and concessional loans received 243 184 242 183
(33) (941) (34) (916)
Financial Assets (Liquidity Purposes)
Purchases of investments (15,656) (2,358) (41,408) (44,227)
Sales of investments 12,143 6,736 49,050 45,598
(3,513) 4,378 7,642 1,371
Net Cash Flows from Investing Activities (10,165) (2,639) (2,139) (8,780)
Cash Flows from Financing Activities
Cash received
Advances received 1,629 2,627 5 8
Proceeds of borrowing 10,916 3,710 1,813 581
Deposits received - - 937 1,975
Other financing (including interest bearing liabilities) - - 37,000 62,306
12,545 6,337 39,755 64,871
Cash paid
Advances paid (2,039) (3,473) (60) (72)
Borrowing repaid (692) (735) (2,950) (2,075)
Deposits withdrawn - - (1,722) (24)
Other financing (including interest bearing liabilities) - - (24,527) (53,083)
(2,731) (4,208) (29,260) (55,254)
Net Cash Flows from Financing Activities 9,813 2,128 10,495 9,617
Net Increase/(Decrease) in Cash and Deposits Held (133) (663) 9,378 754
Cash and deposits at the beginning of the financial year 1,205 1,868 3,045 2,291
Cash and Cash Equivalents Held at the End of the Financial Year 22 1,072 1,205 12,423 3,045
Audited Consolidated Financial Statements 2020-21 — Queensland Government 5-7



Cash Flow Statement for Queensland
for the Year Ended 30 June 2021 continued

General Government Total State
2021 2020 2021 2020
Notes M M M $m
KEY FISCAL AGGREGATES
Net Cash from Operating Activities 219 (152) 1,022 (83)
Net Cash Flow from Investments in Non-Financial Assets (6,619) (6,076) (9,748) (9,234)
CASH SURPLUS/(DEFICIT) (6,401) (6,228) (8,726) (9,317)
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (6,401) (6,228) (8,726) (9,317)
Acquisitions under finance leases and similar arrangements (1,547) (1,263) (1,576) (1,320)
ABS GFS Cash Surplus/(Deficit) Including Finance Leases and Similar
Arrangements (7,948) (7,491) (10,303) (10,638)

This Cash Flow Statement should be read in conjunction with the accompanying notes. Note 2 provides disaggregated information in relation to the
components of the net cash flows.
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(a)

(b)

(c)

Notes to the Financial Statements

Basis of financial statements preparation
General information

This financial report is prepared for the Queensland General Government Sector (GGS) and the consolidated Total State Sector
(TSS).

The GGS is a component of the TSS. The GGS is determined in accordance with the principles and rules contained in the Australian
Bureau of Statistics’ (ABS) Australian System of Government Finance Statistics: Concepts, Sources and Methods 2015 (ABS GFS
Manual). According to the ABS GFS Manual, the GGS consists of all government units and non-profit institutions controlled and
mainly financed by government. Government units are legal entities established by political processes that have legislative, judicial
or executive authority over other units and which provide goods and services to the community or to individuals on a non-market
basis and make transfer payments to redistribute income and wealth. Non-profit institutions are created for the purpose of producing
or distributing goods and services but are not a source of income, profit or other financial gain for the Government. Refer Note 1(c)
for further information on sectors.

Unless otherwise stated, references in this report to “the State” include both the GGS and TSS.
The Government reporting entity

The Queensland Government economic entity (Total State Sector) includes all State Government departments, other General
Government entities, Public Non-financial Corporations (PNFC), Public Financial Corporations (PFC) and their controlled entities.
Refer Note 50 for a full list of controlled entities included in each sector.

Under AASB 1049 Whole of Government and General Government Sector Financial Reporting, the preparation of the GGS financial
report does not require full application of AASB 10 Consolidated Financial Statements and AASB 9 Financial Instruments. The GGS
includes the value of all material assets, liabilities, equity, revenue and expenses of entities controlled by the GGS of Queensland.
Assets, liabilities, revenue, expenses and cash flows of Government controlled entities that are in the PNFC and the PFC are not
separately recognised in the GGS.

Instead, the GGS recognises an asset, being the controlling equity investment in those entities and recognises an increment or
decrement relating to changes in the carrying amount of that asset, measured in accordance with AASB 1049.

Where control of an entity is obtained during the financial year, its results are included in the Operating Statement from the date
control commences. Where control of an entity ceases during a financial year, its results are included for that part of the year during
which control existed.

Generally, only those agencies considered material by virtue of the size of their financial transactions and/or resources managed are
consolidated for the purposes of this report (refer Note 50 for further details).

In the process of reporting the Queensland Government as a single economic entity, all material inter-entity and intra-entity
transactions and balances have been eliminated to the extent practicable.

The ABS GFS Manual provides the basis upon which GFS information contained in the financial report is prepared. In particular,
notes disclosing key fiscal aggregates of net worth, net operating balance, fiscal balance and cash surplus/(deficit), determined using
the principles and rules in the ABS GFS Manual are included in this financial report together with a reconciliation of those key fiscal
aggregates to the corresponding key fiscal aggregates determined in accordance with AASB 1049 (refer Note 51).

Sectors

Assets, liabilities, revenue and expenses that are attributed reliably to each sector of the Queensland Government economic entity
are disclosed in Note 2. For disclosure purposes, transactions and balances between entities within each sector have been
eliminated in the sector. The financial impact of inter-sector transactions and balances is also disclosed under the heading of
Consolidation Adjustments.

A brief description of each broad sector of the Government’s activities, determined in accordance with the ABS GFS Manual follows:
General Government Sector (GGS)

The primary function of GGS agencies is to provide public services that:

— are non-trading in nature and that are for the collective benefit of the community;

— are largely financed by way of taxes, fees and other compulsory charges; and

— involve the transfer or redistribution of income.
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Notes to the Financial Statements

1. Basis of financial statements preparation continued
(c) Sectors continued
Public Non-financial Corporations Sector (PNFC Sector)
The primary function of enterprises in the PNFC Sector is to provide goods and services that:
— are trading, non-regulatory or non-financial in nature; and
— are financed by way of sales of goods and services to consumers.
Public Financial Corporations Sector (PFC Sector)
The PFC Sector comprises publicly-owned institutions which provide financial services, usually on a commercial basis.

Functions they perform may include:

central bank functions;
— accepting on-call, term or savings deposits;
— investment fund management;
— having the authority to incur liabilities and acquire financial assets in the market on their own account; or
— providing insurance services.
(d) Compliance with prescribed requirements

This financial report has been prepared in accordance with the Financial Accountability Act 2009. In addition, the financial statements
comply with AASB 1049 which requires compliance with all Australian Accounting Standards and Concepts, Interpretations and other
authoritative pronouncements, except those identified below.

With respect to compliance with Australian Accounting Standards and Interpretations, the GGS and the TSS have applied those
requirements applicable to not-for-profit entities, as the GGS and the TSS are classified as such. It is, however, recognised that the
TSS is an aggregation of both for-profit and not-for-profit entities.

Unless otherwise stated, the accounting policies adopted for the reporting period are consistent with those of the previous reporting
period. In accordance with AASB 101 Presentation of Financial Statements and AASB 108 Accounting Policies, Changes in
Accounting Estimates and Errors, changes to accounting policies are applied retrospectively unless specific transitional provisions
apply.

The financial report of the TSS is a general purpose financial report. The financial report of the GGS is included as two separate
columns adjacent to the TSS financial information. GGS information is shaded.

The statements have been prepared on an accrual basis that recognises the financial effects of transactions and events when they
occur.

AASB 1049 harmonises GFS with Generally Accepted Accounting Principles (GAAP) to the extent that GFS does not conflict with
GAAP. This requires the selection of options within the Australian Accounting Standards that harmonise with the ABS GFS Manual.

The purpose of this financial report is to provide users with information about the stewardship by the Government in relation to the
GGS and TSS and accountability for the resources entrusted to it, information about the financial performance, position and cash
flows of the GGS and TSS and information that facilitates assessments of the macro-economic impact of the Government.

(e) New and changed accounting standards
Accounting Standards applied for the first time in 2020-21
AASB 1059 Service Concession Arrangements: Grantors

AASB 1059 became effective in 2020-21, with retrospective restatement of comparative opening balances at 1 July 2019. This
standard requires the State (the grantor) to recognise an asset and a corresponding liability for Service Concession Arrangements
(SCAs), also known as Public Private Partnerships (PPP), where certain criteria are met. The impacts of adopting AASB 1059 are
summarised below.

(i) SCAs recognised for the first time

Arrangements where the State grants or has granted the operator a right to charge for third party usage of an asset that provides
public services, such as a toll road, or a right to access a revenue-generating asset located on State land, in return for the
construction and operation of that asset and return of the asset to the State at the end of the PPP were previously classified as
‘Economic Infrastructure Arrangements’ and not recognised on the State’s Balance Sheet. For convenience, this class of service
concession assets has been referred to as Grant of Right to Operate (GORTOs) in this document.
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(e)

Notes to the Financial Statements

Basis of financial statements preparation continued

New and changed accounting standards continued

Accounting Standards applied for the first time in 2020-21 continued
AASB 1059 Service Concession Arrangements: Grantors continued

(i) SCAs recognised for the first time continued

Under AASB 1059, the following GORTO arrangements, primarily toll roads and tunnels, were brought onto the Balance Sheet for
the first time.

. Airport Link M7

. Gateway Motorway

. Logan Motorway

. Brisbane Airport Rail Link

. Port Drive

. Noosa Hospital

. Princess Alexandra Hospital car park

The financial impact of recognising these SCAs for the first time on 1 July 2019 are as follows. These assets and liabilities are
included in Note 33.

Line item $M Measurement basis

Service concession asset — $ 9,871 | Current replacement cost at 1 July 2019.
GORTO
Service concession liability — $ 8,101 | Current replacement cost of service concession assets at 1 July 2019 adjusted
GORTO to reflect the remaining period of the SCA.

Accumulated surplus $ 1,770 | Difference between assets and liabilities recognised, this reflects revenue
earned prior to 1 July 2019.

(i) Property, plant and equipment reclassified as service concession assets

Arrangements where the State pays the operator to construct and maintain an infrastructure asset (such as a school or hospital
building) were previously classified as ‘Social Infrastructure Arrangements’ and were recognised as property, plant and equipment
and loans. For convenience, this class of service concession assets is referred to as non-GORTOs in this document, to distinguish
them from the GORTO assets in (i) above.

Assets totalling $2.4 billion relating to the following arrangements that now fall within the scope of AASB 1059 have been reclassified
within property, plant and equipment to ‘service concession assets — non-GORTO’ on 1 July 2019, per Note 31.

. Toowoomba Bypass

. Gold Coast Light Rail

Liabilities have been reclassified from lease liabilities to other loans within Note 37(d).
There was no impact on opening accumulated surplus from these reclassifications.
(iii) PPPs outside of AASB 1059 recognised for the first time

AASB 1059 also provides guidance on possible accounting treatments for PPP arrangements that are not within the scope of the
new standard. Following a review of the State’s other PPP arrangements in light of this additional guidance, the State implemented a
change in accounting policy with respect to the accounting for the following arrangements, which were previously unrecognised:

. Butterfield Street car park (at the Royal Brisbane and Women’s Hospital)

. The Prince Charles Hospital car park

These car parks have been recognised as property, plant and equipment for the first time on 1 July 2019, but the amounts are not
material.
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Notes to the Financial Statements

1. Basis of financial statements preparation continued
(e) New and changed accounting standards continued
Future impact of accounting standards not yet effective
The following are the significant new and revised standards that apply in future reporting periods.

Configuration or Customisation Costs in a Cloud Computing Arrangement (IFRIC agenda decision)

In April 2021, the International Financial Reporting Standards (IFRS) Interpretation Committee (IFRIC) issued an agenda decision on
whether configuration or customisation costs in cloud computing or software-as-a-service arrangements should be capitalised as
intangible assets, and if not, whether the expense should be recognised upfront or over the life of the contract. The State intends to
adopt this agenda decision in 2021-22.

The State is currently assessing the impact of this IFRIC agenda decision and does not yet have an estimate of the quantitative
impact or whether it will be material. At a high level, the expected accounting adjustments will be:

a) writing off some costs that have been capitalised as intangible assets, and
b) reclassifying some costs that have been capitalised as intangible assets as prepayment assets.
AASB 17 Insurance Contracts

This standard applies to insurance contracts and is effective for annual reporting periods beginning on or after 1 January 2023.
However, the Australian Accounting Standards Board (AASB) is currently excluding not-for-profit public sector entities from the scope
of AASB 17 while it deliberates on how the standard will be applied in the public sector and what public sector specific modifications
or guidance are required. As such, the State has yet to commence analysis of the potential accounting impact of AASB 17 for its
insurance contracts and will continue to monitor the progress of this standard.

The State’s insurance liabilities are currently accounted for under AASB 1023 General Insurance Contracts or AASB 137 Provisions,
Contingent Liabilities and Contingent Assets, and are reported in Note 38.

(f) Reporting period

The reporting period of the GGS and TSS is the financial year ended 30 June 2021.
(g) Presentation

Currency and rounding

All amounts in these statements are in Australian dollars and have been rounded to the nearest $1 million or where the amount is
less than $500,000, to zero, unless otherwise indicated. Accordingly, numbers may not add due to rounding.

Comparative information and errors

Where applicable, comparatives have been restated, to be consistent with changes in presentation for the current reporting period.
The impact of any prior year adjustments on net worth is noted in the Statement of Changes in Equity.

AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors requires that material prior period errors be corrected
retrospectively by either restating comparative amounts if the errors occurred in the prior year or restating the opening balances of
assets, liabilities and equity of the prior year where the error occurred before the prior year.

Foreign currency

Foreign currency transactions are translated into Australian dollars at the rate of exchange prevailing at the date of the transaction.
Amounts payable and receivable in foreign currencies at balance date are translated to Australian dollars at rates of exchange
current at 30 June 2021.

Translation differences relating to amounts payable and receivable in foreign currencies are brought to account as exchange gains or
losses in other economic flows in the operating result, except when deferred in equity as qualifying cash flow hedges and net
investment hedges.

Translation differences on non-monetary assets and liabilities such as equities held at fair value through profit or loss are recognised
in other economic flows in the operating result as part of the fair value gain or loss. Translation differences on non-monetary assets
such as equities at fair value through other comprehensive income are included in the fair value reserve in equity.

Translation differences relating to borrowings are accounted for as exchange gains or losses in other economic flows in the operating
result.
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(h)

U)

1)

Notes to the Financial Statements

Basis of financial statements preparation continued
Basis of measurement

These financial statements use historical cost accounting principles as the measurement basis unless otherwise stated in the report.
Other significant valuation methodologies used include:

— Financial assets;
. receivables and loans (except onlendings) are measured at amortised cost;
. term deposits are measured at amortised cost;

. securities and bonds and investments in other public sector entities within GGS are measured at fair value through other
comprehensive income (FVTOCI); and

. other financial assets, including onlendings by QTC, securities and derivatives, are recorded at fair value through profit
or loss;

— Financial liabilities;
. payables are measured at amortised cost;

. lease liabilities, SCA - non-GORTO liabilities, advances, interest bearing deposits and GGS loans from QTC are
measured at amortised cost; and

. other financial liabilities, including securities and derivatives, are recorded at fair value through profit or loss;
- Non-financial assets;

. inventories (other than those held for distribution) are valued at the lower of cost and net realisable value under AASB
102 Inventories; and

. land, buildings, infrastructure, major plant and equipment and heritage and cultural assets are valued at fair value. Other
classes of assets are valued at cost, which approximates fair value; and

. service concession assets are recorded at fair value; and
- Non-financial liabilities

. provisions in relation to superannuation, WorkCover, National Injury Insurance Scheme Queensland, motor vehicle
accidents, Queensland Government Insurance Fund, the national Redress Scheme and the Queensland Government
Long Service Leave Central Scheme are based on actuarial valuations, measured at the present value of the estimate of
the expenditure required to settle the present obligation at the reporting date. Refer Notes 36 and 38; and

. Service concession liabilities in relation to GORTOs are valued at amortised cost.
Business combinations

Business combinations are recognised in accordance with AASB 3 Business Combinations and accounted for using the acquisition
method, regardless of whether equity instruments or other assets and liabilities are acquired.

Cost is measured as the fair value of the assets given or liabilities incurred or assumed at the date of exchange plus costs directly
attributable to the acquisition.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their
fair value at the acquisition date, irrespective of the extent of any minority interest. The excess of cost of acquisition over the fair
value of the State’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the
State’s share of the fair value of the identifiable net assets of the subsidiary acquired, the difference is recognised directly in other
economic flows in the operating result but only after a reassessment of the identification and measurement of net assets acquired.

Commonwealth taxation and income tax equivalents

The Government is exempt from Commonwealth taxation except for Fringe Benefits Tax and Goods and Services Tax (GST).
Revenue, expenses and assets are recognised net of GST, except where the amount of GST incurred is not recoverable from the
Australian Taxation Office (ATO), in which case, the GST is recognised as part of the acquisition cost of the asset or as part of the
item of expense.

Receivables and payables include GST. The amounts of GST receivable from, or payable to, the ATO are included as a current asset
or liability in the Balance Sheet. Cash flows are included in the Cash Flow Statement on a gross basis. The GST components of
cash flows arising from investing and financing activities which are recoverable from, or payable to, the ATO are classified as
operating cash flows.

The GGS is the collector of income tax equivalents from the PNFC and PFC Sectors. Current income tax is included in the net
operating balance while deferred tax is treated as an other economic flow. The deferred tax assets and liabilities with other public
sector entities are reflected on the face of the GGS Balance Sheet and are eliminated in the TSS.
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Notes to the Financial Statements
1. Basis of financial statements preparation continued
(k) Classification

AASB 1049 requires the Operating Statement to include all items of revenue and expenses recognised in a period. All amounts
relating to an item included in the determination of comprehensive result (total change in net worth) are classified as transactions or
other economic flows in a manner that is consistent with the ABS GFS Manual. Key technical terms from the ABS GFS Manual that
are used in this financial report are outlined in Notes 1(c) and 1(l).

Transactions are interactions between two units by mutual agreement or an action within a unit that is analytically useful to treat as a
transaction. Other economic flows are changes in the volume or value of an asset or liability that do not result from transactions (e.g.
revaluations and other changes in the volume of assets).

Where application of accounting standards results in a variance to GFS, a reconciliation to GFS is provided in Note 51.
() Key GFS technical terms
ABS GFS Manual

The ABS GFS Manual refers to the ABS publication Australian System of Government Finance Statistics: Concepts, Sources and
Methods 2015 as updated from time to time.

Cash surplus/(deficit)

The cash surplus/(deficit) is calculated as net cash flows from operating activities plus net cash flows from acquisition and disposal of
non-financial assets less distributions paid. GFS cash surplus/(deficit) also deducts the value of assets acquired under finance
leases and similar arrangements.

Convergence differences

Convergence differences are differences between the amounts recognised in the financial statements compared with the amounts
determined for GFS purposes as a result of differences in definition, recognition, measurement and classification principles and
rules.

Comprehensive result - total change in net worth before transactions with owners as owners

This is the net result of all items of revenue and expenses recognised for the period. It is the aggregate of the operating result and
other movements in equity, other than transactions with owners as owners.

Financial asset
Afinancial asset is any asset that is:
— cash;
— an equity instrument of another entity;
— acontractual right:
(a) toreceive cash or another financial asset from another entity; or

(b)  to exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable to
the entity; or

— a contract that will or may be settled in the entity’s own equity instruments and is:

(a) a non-derivative for which the entity is or may be obliged to receive a variable number of the entity’s own equity
instruments; or

(b)  a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial asset
for a fixed number of the entity’s own equity instruments. For this purpose, the entity’s own equity instruments do not
include instruments that are themselves contracts for the future receipt or delivery of the entity’s own equity instruments.

Key fiscal aggregates

Key fiscal aggregates are referred to as analytical balances in the ABS GFS Manual. These are data identified in the ABS GFS
Manual as useful for macro-economic analysis purposes, including assessing the impact of a Government on the economy. They are
opening net worth, net operating balance (which equals change in net worth due to transactions), fiscal balance, change in net worth
due to revaluations and changes in the volume of assets, total change in net worth, closing net worth and cash surplus/(deficit).

Net debt

Net debt in these statements equals (deposit liabilities held plus advances and borrowing liabilities) less (cash and deposits plus
investments and loans plus asset advances outstanding). (GFS now has a wider definition of net debt which includes all liabilities in
the calculation.)
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Notes to the Financial Statements

1. Basis of financial statements preparation continued
() Key GFS technical terms continued
Fiscal balance
Also known as Net lending/(borrowing), this measures the financing requirements of a Government and is calculated as the net
operating balance, less the net acquisition of non-financial assets. A positive result reflects a fiscal surplus (net lending position) and
a negative result reflects a fiscal deficit (net borrowing position), based on the definition in the ABS GFS Manual.
Net operating balance
This is calculated as income from transactions less expenses from transactions, based on the definition in the
ABS GFS Manual.
Net worth
For the GGS, net worth is the result of assets less liabilities and shares/contributed capital. For the State, net worth is assets less
liabilities since shares and contributed capital is zero. It is an economic measure of wealth and reflects the contribution of
Governments to the wealth of Australia.
Non-profit institution
A non-profit institution is a legal or social entity that is created for the purpose of producing or distributing goods and services but is
not permitted to be a source of income, profit or other financial gain for the units that establish, control or finance it.
Non-financial assets
These are all assets that are not ‘financial assets’.
Operating result
Operating result is a measure of financial performance of the operations of the State for the period. It is the net result of items of
revenue, gains and expenses (including losses) recognised for the period, excluding those that are classified as other movements in
equity.
Other economic flows
Changes in the volume or value of an asset or liability that do not result from transactions (e.g. revaluations and other changes in the
volume of assets) are other economic flows.
(m) Significant financial impacts from the COVID-19 pandemic
The outbreak of the novel coronavirus disease (COVID-19) was declared by the World Health Organisation as a global pandemic on
11 March 2020. The Queensland Government has implemented measures to support Queenslanders’ health, jobs and businesses in
response to the COVID-19 pandemic and the resulting global economic downturn.
The pandemic has had significant financial impacts on the State in 2020-21 through health responses, economic stimulus packages
and reductions in revenue. Major impacts are summarised below.
Additional expenditure incurred
- The cost of health services increased by $533 million (2020: $347 million) from COVID-19 specific expenses, which are
included in employee expenses in Note 9 and/or supplies and services in Note 11. As per below, additional funding has been
received from the Australian Government. Refer Note 4.
- The State incurred $180 million (2020: $25 million) in hotel quarantine costs and $66 million (2020: $22 million) in additional
policing costs.
- The State incurred expenses on the following COVID-19 response, recovery and support programs. These expenses are
included across Notes 9, 11 and 14.
. $173 million for the Small Business COVID-19 Adaption Grants Scheme
. $139 million on the COVID Works for Queensland (W4Q) Program
. $37 million for COVID-19 Safe Active Restart Recovery
. $29 million for the Unite and Recover Community Stimulus Package
. $25 million for Queensland Tourism Icons Program 2020
. $19 million for the COVID-19 Taxi and Limousine Industry Assistance Scheme
. $17 million for the Growing Tourism Infrastructure Fund
. $11 million (2020: $404 million) in rebates under the Household Utility Assistance Package
. $7 million (2020: $86 million) in rebates under the Power Bill Relief Package
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Notes to the Financial Statements

Basis of financial statements preparation continued
Significant financial impacts from the COVID-19 pandemic continued
Additional expenditure incurred continued

- In addition to the above, the State incurred over $42 million in other grants and rebates in support of Queensland’s tourism
industry.

- The State provided $38 million (2020: $393 million) in payroll tax refunds for 2 months and $19 million (2020: $71 million) in
land tax rebates of 25% on eligible properties, included in recurrent grants in Note 14.

Income lost or foregone

- Revenue foregone by the State includes $260 million (2020: $234 million) of payroll tax as a result of payroll tax holidays
offered during 2020-21 and 2019-20, and the exclusion of JobKeeper payments for payroll tax; $55 million in land tax from
reducing land tax liabilities by 25% for the 2020-21 and 2019-20 assessment years; and $158 million of land tax in 2019-20
due to a waiver of 2% land tax surcharge for foreign entities. These are in addition to the payroll tax refunds and land tax
rebates mentioned above. Refer to Note 3.

- Fare revenue earned by the Department of Transport and Main Roads is estimated to be $173 million (2020: $88 million)
lower than expected due to reduced passenger transport patronage. Refer to Note 5.

- $18 million (2020: $47 million) revenue was lost on various events, exhibitions, courses and programs that were cancelled due
to the pandemic.

- The State provided $92 million (2020: $28 million) in rent relief and other waived fees. Refer to Note 5.
Impacts on the State’s assets

- $926 million of concessional COVID-19 Jobs Support Loans, issued through the Queensland Rural and Industry Development
Authority, remain outstanding as at 30 June 2021 (2020: $928 million). The State recorded a $4 million (2020: $185 million)
fair value loss on recognition and an impairment reversal gain of $9 million (2020: impairment loss of $103 million) on these
loans. Refer to Note 23(e).

- In 2020-21, the State through Queensland Treasury Corporation provided Industry Support Package loans to assist industry
and businesses through COVID-19. $36.5 million of the loans remain outstanding as of 30 June 2021 and are included in
Onlendings in Note 23(c).

- The COVID-19 pandemic’s repercussions on the global economy and financial markets have materially impacted the values of
the State’s investments. In 2020-21, many investments have seen a recovery of value lost during 2019-20. However, the
movements specifically attributable to COVID-19 cannot be reliably quantified. The State’s investments are disclosed in Note
24.

- As at 30 June 2021, the State is holding an additional approximately $90 million of inventories of medical supplies and drugs
to mitigate potential supply chain interruptions from COVID-19.

- The State continues to assist suppliers with the financial impact of the pandemic by ordering Government agencies to pay
suppliers as soon as possible after the goods or services are received and following receipt of a tax invoice.

- The State Penalties Enforcement Registry ceased enforcement action for outstanding fees and fines from 19 March 2020 to
31 August 2020. There were no new driver licence suspensions, fine collections from wages or bank accounts, vehicle
immobilisations or seizures of property during that period.

- Certain tax receivables recognised at 30 June 2021 are deferred from collection until future dates. This includes $667 million
(2020: $428 million) of payroll tax, $85 million (2020: nil) of land tax and $25 million (2020: $49 million) of gaming machine tax.
Tax receivables are reported in Note 23(a).

Impacts on the State’s debt

- The State’s overall debt has increased significantly as a result of the additional expenses and lost revenue arising from the
pandemic. However, the amount of the increase that is specifically attributable to COVID-19 cannot be reliably quantified. The
State’s debt is disclosed in Note 37.

The COVID-19 pandemic is an ongoing event and, as of the time of preparation of these financial statements, some states and
territories are imposing lockdowns to contain increasing numbers of Delta variant cases. There will be further significant financial
impacts from the pandemic in the 2021-22 financial year.
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Notes to the Financial Statements

2. Disaggregated information

Operating Statement

General Public Non-financial = Public Financial Consolidation Total State
Government* Corporations* Corporations* Adjustments
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M M M
Continuing Operations
Revenue from Transactions
Taxation revenue 16,249 14,585 - - - - (451) (439) 15,798 14,146
Grants revenue 33,013 27,645 615 646 - 1 (718) (717) 32,910 27,575
Sales of goods and services 6,063 5,618 12,199 12,359 2,462 2,429  (2,975) (2,732) 17,749 17,674
Interest income 1,948 2,088 65 87 3,679 3,398  (4,464) (4,626) 1,228 948
Dividend and income tax equivalent income 1,310 1,926 15 14 - - (1,311) (1,926) 15 14
Other revenue 4,148 5,915 345 482 134 76 (17) (48) 4,611 6,425
Total Revenue from Transactions 62,732 57,778 13,240 13,589 6,276 5,904 (9,936) (10,488) 72,311 66,782
Expenses from Transactions
Employee expenses 26,501 25,662 2,123 2,087 366 371 (436) (409) 28,554 27,712
Superannuation expenses 3,319 3,537 247 232 26 26 - - 3,591 3,795
Other operating expenses 16,335 17,085 4,895 5,129 3,023 2,992 (2,629) (2,456) 21,625 22,750
Depreciation and amortisation 4,187 4,033 2,640 2,719 30 28 - - 6,857 6,780
Other interest expenses 1,619 1,486 1,691 1,776 5,337 5,564  (4,825) (4,959) 3,821 3,868
Grants expenses 11,709 11,702 24 (19) 110 103 (718) (717) 11,125 11,068
Other property expenses - - 457 736 40 31 (497) (767) - -
Total Expenses from Transactions 63,669 63,505 12,078 12,661 8,931 9,115 (9,106) (9,308) 75,573 75,973
Net Operating Balance from Continuing Operations (937) (5,728) 1,162 928 (2,656) (3,211) (831) (1,180) (3,262) (9,191)
Other Economic Flows - Included in Operating
Result
Gains/(losses) on sale of assets/settlement of
liabilities 8,004 (24) 6 21 425 918 - - 8,434 914
Revaluation increments/(decrements) and
impairment (losses)/reversals 2,700 (3,395) (384) (1,641) 2,949 1,867 - - 5,265 (3,170)
Asset write-downs (228) (255) (12) (4) (12) 8) - - (252) (267)
Actuarial adjustments to liabilities (1,318) (411) - - 91 47 - - (1,227) (364)
Deferred income tax equivalents 31 (809) 12 608 (42) 200 - - - -
Dividends and tax equivalents treated as capital
returns 449 74 - - - - (449) (74) - -
Other 150 (105) (88) 92 (509) (521) 3,301 (1,459) 2,854 (1,992)
Total Other Economic Flows - Included in
Operating Result 9,787  (4,925) (466) (924) 2,900 2,503 2,852 (1,533) 15,074  (4,879)

* See Note 1(c) for explanation of sectors
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Disaggregated information continued
Operating Statement continued

Notes to the Financial Statements

General Public Non-financial = Public Financial Consolidation Total State
Government* Corporations* Corporations* Adjustments
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M M M
Operating Result from Continuing Operations 8,850 (10,653) 696 4 245 (709) 2,021 (2,713) 11,812 (14,070)
Other Economic Flows - Other Movements in Equity
Adjustments to opening balances - 1,508 - (23) - (34) - 56 - 1,508
Revaluations 5,212 4,024 (34) 216 (5) 5 378 1,738 5,551 5,983
Other (82) - - - - - - - (82) -
Total Other Economic Flows - Other Movements in
Equity 5,129 5,532 (34) 193 (5) (29) 378 1,795 5,468 7,491
Comprehensive Result/Total Change in Net Worth 13,979 (5,121) 662 197 240 (738) 2,399 (918) 17,280 (6,579)
Transactions With Owners In Their
Capacity as Owners
Ordinary dividends provided or paid - - (735) (1,086) (95) (94) 831 1,180 - -
Dividends treated as capital returns paid or provided - - (449) (74) - - 449 74 - -
Equity injections/(withdrawals) - - 187 358 50 - (237) (358) - -
Total Transactions With Owners In Their Capacity as
Owners - - (998) (802) (45) (94) 1,043 897 - -
Total Change In Net Worth 13,979 (5,121) (336) (605) 195 (832) 3,442 (22) 17,280 (6,579)
KEY FISCAL AGGREGATES
Net Operating Balance (937) (5,728) 1,162 928 (2,656) (3,211) (831) (1,180) (3,262) (9,191)
Net Acquisition/(Disposal) of Non-Financial Assets
Purchases of non-financial assets 6,835 6,306 3,157 3,156 15 17 15 19 10,022 9,498
Less Sales of non-financial assets 216 230 69 34 2 - (12) - 274 264
Less Depreciation 4,187 4,033 2,640 2,719 30 28 - - 6,857 6,780
Plus Change in inventories 46 112 - 50 - - - - 46 161
Plus Other movement in non-financial assets 1,599 1,282 77 170 1" 4 - - 1,688 1,456
Equals Total Net Acquisition/(Disposal) of
Non-Financial Assets 4,077 3,436 525 623 (6) (7) 27 19 4,624 4,072

* See Note 1(c) for explanation of sectors
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Notes to the Financial Statements

2. Disaggregated information continued

Balance Sheet

General Public Non-financial  Public Financial Consolidation Total State
Government* Corporations* Corporations* Adjustments
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M ™M ™M M
Assets
Financial Assets
Cash and deposits 1,072 1,205 1,159 889 11,908 2,604 (1,717) (1,654) 12,423 3,045
Receivables and loans
Receivables 5,521 4,483 1,829 1,505 370 321 (1,024) (1,509) 6,696 4,800
Advances paid 1,339 1,278 1,135 1,491 - - (1,140) (1,497) 1,334 1,272
Loans paid 375 383 140 112 104,667 98,389 (93,815) (87,679) 11,367 11,205
Securities other than shares 41,366 29,195 1,205 1,675 61,981 56,301 (37,815) (26,217) 66,738 60,954
Shares and other equity investments
Investments in public sector entities 21,429 21,570 - - - - (21,429) (21,570) - -
Investments in other entities 6 6 - 270 - - - - 6 276
Investments accounted for using the
equity method 159 156 7 9 - - - - 166 166
Total Financial Assets 71,267 58,277 5,474 5,951 178,927 157,615 (156,939) (140,125) 98,729 81,718
Non-Financial Assets
Inventories 725 677 731 726 - - - - 1,456 1,403
Assets held for sale 172 159 3 15 - - - - 176 175
Investment properties 348 340 326 314 - - - - 675 654
Property, plant and equipment 230,962 221,065 62,330 61,931 123 136 (1) (1) 293,414 283,131
Intangibles 953 828 935 807 28 29 - - 1,915 1,664
Service concession assets - GORTO 9,939 10,030 - - - - - - 9,939 10,030
Deferred tax asset 6,549 6,121 1,535 908 108 167 (8,192) (7,196) - -
Other non-financial assets 815 764 208 211 11 15 (82) (75) 952 916
Total Non-Financial Assets 250,464 239,984 66,068 64,912 270 347 (8,275) (7,271) 308,528 297,973
Total Assets 321,731 298,262 71,543 70,863 179,197 157,963 (165,214) (147,397) 407,257 379,691

* See Note 1(c) for explanation of sectors
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Notes to the Financial Statements

2. Disaggregated information continued
Balance Sheet continued
General Public Non-financial Public Financial Consolidation Total State
Government* Corporations* Corporations* Adjustments
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M M M
Liabilities
Payables 4,725 5,683 2,304 2,210 139 245 (946) (1,439) 6,223 6,700
Employee benefit obligations
Superannuation liability 27,322 27,800 (273) (152) - - - - 27,049 27,648
Other employee benefits 8,914 8,327 963 917 152 115 - - 10,029 9,359
Deposits held - - 12 13 8,104 8,826 (1,717) (1,654) 6,399 7,185
Advances received 1,435 1,845 5 6 - - (1,140) (1,497) 300 354
Borrowing with QTC 46,153 37,570 39,747 38,894 - - (85,901) (76,464) - -
Leases and other loans 7,705 6,485 454 492 447 405 - - 8,605 7,383
Securities and derivatives 220 198 1,357 1,313 160,436 139,739 (37,824)  (26,224) 124,189 115,025
Deferred tax liability 1,642 1,074 6,530 6,091 19 29 (8,192) (7,195) - -
Provisions 5,368 4,843 999 1,299 7,078 5,956 (69) (64) 13,376 12,034
Service concession liabilities -
GORTO 7,633 7,867 - - - - - - 7,633 7,867
Other liabilities 990 925 790 791 47 68 (82) (76) 1,744 1,708
Total Liab 112,106 102,616 52,888 51,872 176,422 155,383  (135,870) (114,611) 205,547 195,261
Net Assets 209,625 195,646 18,655 18,991 2,775 2,580 (29,344) (32,786) 201,710 184,430
Net Worth
Contributed equity - - 8,824 8,638 690 640 (9,514) (9,278) - -
Accumulated surplus 87,388 78,590 (1,178) (909) 696 658 (8,017)  (11,318) 78,889 67,021
Reserves 122,237 117,056 11,008 11,262 1,389 1,282 (11,813)  (12,191) 122,821 117,409
Total Net Worth 209,625 195,646 18,655 18,991 2,775 2,580 (29,344)  (32,786) 201,710 184,430
KEY FISCAL AGGREGATES
Net Financial Worth (40,839) (44,339) (47,414) (45,922) 2,505 2,233 (21,069) (25,515) (106,818) (113,542)
Net Financial Liabilities 62,268 65,908 NA NA NA NA NA NA 106,818 113,542
Net Debt 11,360 14,036 37,936 36,550 (9,569) (8,325) 7,905 11,209 47,632 53,470
* See Note 1(c) for explanation of sectors
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2. Disaggregated information continued

Cashflow Statement

Cash Flows from Operating Activities
Cash received
Taxes received
Grants and subsidies received
Sales of goods and services
Interest receipts
Dividends and income tax equivalents
Other receipts

Cash paid
Payments for employees
Payments for goods and services
Grants and subsidies paid
Interest paid
Other payments

Net Cash Flows from Operating Activities

Cash Flows from Investing Activities
Non-Financial Assets
Purchases of non-financial assets
Sales of non-financial assets

Financial Assets (Policy Purposes)
Equity acquisitions
Equity disposals
Advances and concessional loans paid
Advances and concessional loans received

Financial Assets (Liquidity Purposes)
Purchases of investments
Sales of investments

Net Cash Flows from Investing Activities

* See Note 1(c) for explanation of sectors

Notes to the Financial Statements

General Public Non-financial Public Financial Consolidation Total State
Government* Corporations* Corporations* Adjustments
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
™M M M ™M M M M M M M
15,882 13,870 - - - - (441) (410) 15,441 13,460
31,226 28,845 614 643 - 1 (718) (714) 31,123 28,775
6,217 6,055 13,555 14,582 2,630 2,667 (2,985) (2,766) 19,417 20,538
2,077 2,009 66 88 3,679 3,398 (4,600)  (4,550) 1,222 945
1,673 2,756 15 14 - - (1,674)  (2,756) 15 14
5,745 7,505 182 376 145 140 (36) 15 6,037 8,036
62,820 61,039 14,433 15,704 6,454 6,206 (10,452) (11,180) 73,255 71,769
(30,320) (29,335) (2,295) (2,219) (354) (420) 441 409 (32,529) (31,564)
(19,002) (19,461) (5,931) (6,306) (1,844) (1,764) 2,683 2,460 (24,094) (25,072)
(11,709) (10,928) (24) (263) (110) (103) 716 714 (11,128) (10,580)
(1,568) (1,460) (1,684) 1,771) (5,471) (5,462) 4,946 4,853 (3,778) (3,840)
(2) (8) (1,002) (1,472) (224) (182) 523 866 (705) (796)
(62,601) (61,192) (10,936) (12,030) (8,004) (7,931) 9,308 9,301 (72,233) (71,852)
219 (152) 3,497 3,673 (1,550) (1,725) (1,144) (1,879) 1,022 (83)
(6,835) (6,306) (3,157) (3,156) (15) 17) (15) (19) (10,022) (9,498)
216 230 69 34 2 - (12) - 274 264
(6,619) (6,076) (3,088) (3,122) (13) (17) (27) (19) (9,748) (9,234)
(242) (100) 1 - - - 242 100 1 -
223 76 (96) (74) - - (147) - (20) 2
(257) (1,102) (1,621) (2,603) - - 1,621 2,604 (257) (1,101)
243 184 1,978 3,384 - - (1,979)  (3,385) 242 183
(33) (941) 262 707 - - (262) (682) (34) (916)
(15,656) (2,358) (65) (35) (38,086) (43,864) 12,400 2,029  (41,408) (44,227)
12,143 6,736 75 5 40,286 40,905 (3,455) (2,049) 49,050 45,598
(3,513) 4,378 10 (29) 2,200 (2,959) 8,945 (19) 7,642 1,371
(10,165) (2,639) (2,816) (2,444) 2,187 (2,976) 8,655 (721) (2,139) (8,780)
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Notes to the Financial Statements

2. Disaggregated information continued
Cashflow Statement continued
General Public Non-financial Public Financial Consolidation Total State
Government * Corporations * Corporations * Adjustments
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M M M
Cash Flows from Financing Activities
Advances received (net) (411) (847) 1) 5 - - 357 778 (55) (64)
Proceeds of borrowing (net) 10,225 2,975 806 733 (12,176) (5,203) 9 1 (1,137) (1,494)
Dividends paid (net) - - (1,071) (1,799) (94) (109) 1,165 1,907 - -
Deposits received (net) (1) - (1) (1) (721) 1,652 (63) 300 (785) 1,951
Other financing (net) - - (144) 19 21,658 9,291  (9,042) (87) 12,472 9,223
Net Cash Flows from Financing Activities 9,813 2,128 (411) (1,043) 8,667 5,631 (7,574) 2,900 10,495 9,617
Net Increase/(Decrease) in Cash and Deposits
Held (133) (663) 270 186 9,304 931 (63) 300 9,378 754
Cash and deposits at the beginning of the financial
year 1,205 1,868 889 704 2,604 1,674 (1,654) (1,954) 3,045 2,291
Cash and Cash Equivalents Held at the End of the
Financial Year 1,072 1,205 1,159 890 11,908 2,604 (1,717) (1,654) 12,423 3,045
KEY FISCAL AGGREGATES
Net Cash from Operating Activities 219 (152) 3,497 3,673 (1,550) (1,725) (1,144) (1,879) 1,022 (83)
Net Cash Flow from Investments in Non-Financial
Assets (6,619) (6,076) (3,088) (3,122) (13) (17) (27) (19) (9,748) (9,234)
Dividends Paid - - (1,071) (1,799) (94) (109) 1,165 1,907 - -
CASH SURPLUS/(DEFICIT) (6,401) (6,228) (662) (1,247) (1,658) (1,851) (6) 9 (8,726) (9,317)
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (6,401) (6,228) (662) (1,247) (1,658) (1,851) (6) 9 (8,726) (9,317)
Acquisitions under finance leases and similar
arrangements (1,547) (1,263) (18) (54) (11) (4) - - (1,576) (1,320)
ABS GFS Cash Surplus/(Deficit) Including Finance
Leases and Similar Arrangements (7,948) (7,491) (680) (1,301) (1,669) (1,854) (6) 9 (10,303) (10,638)
* See Note 1(c) for explanation of sectors
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Notes to the Financial Statements

Taxation revenue

General Government Total State
2021 2020 2021 2020
M M wm M
Stamp duties
Transfer 3,954 3,041 3,954 3,024
Motor vehicles 662 533 662 533
Insurance 1,095 1,016 1,095 1,016
Other duties 31 34 31 34
5,742 4,624 5,742 4,607
Payroll tax 4,166 4,211 4,034 4,086
Vehicle registration fees 2,011 1,910 2,009 1,908
Gaming taxes and levies 1,586 1,258 1,586 1,258
Land tax 1,524 1,406 1,499 1,382
Fire levy 581 562 581 562
Guarantee fees 292 272 - -
Other taxes 348 341 348 341
16,249 14,585 15,798 14,146

Taxation revenue is recognised when one or more of the following events are satisfied:

— the underlying transaction or event which gives rise to the right to collect the revenue occurs and can be measured reliably;

— the assessment is raised by the self-assessor (a person who lodges transactions online); and/or

— the assessment is issued as a result of Commissioner-assessed transactions or following compliance activities such as reviews

and audits.

Grants revenue

General Government Total State
2021 2020 2021 2020
M M M M
Commonwealth
General purpose payments
GST revenue grants 15,419 12,761 15,419 12,761
Other general purpose payments 37 34 37 35
Specific purpose payments 9,848 8,758 9,851 8,760
National partnership payments 3,663 2,064 3,663 2,064
Grants for on-passing to non-Queensland Government entities 3,682 3,658 3,682 3,658
32,649 27,274 32,652 27,278
Other
Other grants 228 236 119 134
Industry/community contributions 136 135 139 163

364 370 257 296
33,013 27,645 32,910 27,575

Commonwealth and other grants are recognised as revenue when the State obtains control over the grant, usually upon receipt.
Where the grant is enforceable and contains sufficiently specific performance obligations for the State to transfer goods or services,
revenue is recognised as and when the obligations are satisfied.

Specific purpose payments include $4.7 billion (2020: $4.4 billion) of activity based funding for health services received from the
Australian Government’s National Health Funding Pool. This funding is assessed as sufficiently specific and enforceable and is
classified as revenue from contracts with customers. Substantially all of the performance obligations under this funding contract are
satisfied in the same financial year that the funding is received, through health services delivered by Queensland Health. A contract
liability of $58 million (2020: $48 million) is recognised at year end reflecting unfulfilled performance obligations, included in unearned
revenue in Note 39. The State does not have other material grants revenue that are revenue from contracts with customers.
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5. Sales of goods and services

General Government Total State
2021 2020 2021 2020
M M M M
User charges
Sale of goods and services 3,868 3,460 15,056 15,032
Rental income 533 583 595 646
Other sales of goods and services 2 1 2 1
4,403 4,044 15,652 15,679
Fees
Transport and other licences and permits 854 837 854 837
Other regulatory fees 807 738 1,243 1,159
1,661 1,574 2,097 1,996
6,063 5,618 17,749 17,674

Revenue from sales of goods and services and licences are recognised when the State satisfies performance obligations for the
transfer of goods or services to the customer. When revenue has been received in advance for services or works still to be
completed at balance date, this revenue is considered to be unearned and is reported in other liabilities (refer Note 39).

Sales of goods and services includes revenue from contracts with customers totalling $5.3 billion (2020: $4.9 billion) for the GGS and
$15.3 billion (2020: $15.1 billion) for the TSS. Below are details about the nature and timing of the satisfaction of performance
obligations and related revenue recognition policies for the State’s major types of revenue from contracts with customers.

Electricity supply and distribution

- Electricity wholesale revenue is recognised at a point in time when the electricity is dispatched to the National Electricity
Market. Retail sales revenue is recognised either at a point in time when the electricity is dispatched to the customer or over
time where there are a series of performance obligations in the contract. Progress is measured based on units of electricity
delivered.

- Network tariffs revenue is recognised over time as customers are provided with access to the network and simultaneously
receive and consume energy delivered to their premises.

- Payment terms are usually 10 business days.

- Fare revenue and grid sales revenue are recognised as the services are provided to the customer and the performance
obligations are met.

- Revenue from bulk water sales to distributor retailers is recognised monthly based on the actual megalitres supplied to the
grid customer during the calendar month.

- Port cargo handling charges are recognised over time based on tonnage processed and payment is generally due upon
completion of cargo handling services. To the extent that customers carry forward unused take-or- pay, revenue is deferred
until such time that the tonnes have been utilised by the customers.

Rental income from operating leases is recognised on a straight-line basis over the lease term. Revenue from regulatory fees is
recognised when the taxable event giving rise to the receivable occurs.

6. Interestincome
General Government Total State

2021 2020 2021 2020

$Mm M M M

Interest on fixed rate notes 1,865 1,825 - -
Distributions from managed funds 157 70 481 362
Other interest (74) 194 747 585

1,948 2,088 1,228 948

Other interest is negative in 2021 due to the reversal of an interest accrual resulting from the change in timing of the Assets / Liability

Management Portfolio sweep for GGS.
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Dividend and income tax equivalent income

General Government Total State
2021 2020 2021 2020
M M M M
Dividends 831 1,180 15 14
Income tax equivalents 480 746 - -
1,310 1,926 15 14

For the GGS, dividends from PNFC and PFC sector entities are recorded as revenue from transactions where the dividends are
declared out of current profits. Dividends paid out of prior accumulated profits and reserves or from the sale of businesses represent
a return of Government's initial equity investment under ABS GFS principles and are disclosed as other economic flows (refer Note

19).
Dividends from the PNFC and PFC sectors are eliminated in the TSS.

Other revenue

General Government Total State

2021 2020 2021 2020

M M M M

Royalties 2,527 4,496 2,515 4,496
Land rents 135 190 136 190
Donations, gifts and services received at below fair value 150 168 157 169
Contributed assets 235 230 295 346
Fines 450 406 450 406
Other 650 426 1,059 817
4,148 5,915 4,611 6,425

Royalties are recognised when one or more of the following events are satisfied:
the underlying transaction or event which gives rise to the right to collect the revenue occurs and can be measured reliably;

- the assessment is raised by the self-assessor (a person who lodges transactions online); and/or
- the assessment is issued as a result of Commissioner-assessed transactions or following compliance activities such as
reviews and audits.

Assets received at below fair value, including those received free of charge and that can be measured reliably, are recognised as
revenue at their fair value when control over the assets is obtained, normally either on receipt of the assets or on natification that the

assets have been secured.

Employee expenses

General Government Total State
2021 2020 2021 2020
M $Mm M M
Salaries and wages 23,272 22,542 25,289 24,519
Annual leave 2,151 2,059 2,322 2,232
Long service leave 611 598 664 668
Workers’ compensation 293 275 13 8
Other employee related expenses 173 188 267 285
26,501 25,662 28,554 27,712
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10. Superannuation expenses

Defined Benefit (refer Note 48 for additional disclosures)
Current service cost
Interest cost

Accumulation contributions

11. Other operating expenses

Supplies and services

Transport service contract
WorkCover QId and other claims
Other expenses

Audit fees charged by the Queensland Audit Office to entities included in these financial
statements amounted to:

12. Depreciation and amortisation

Depreciation and amortisation expenses for the financial year were charged in respect of:
Buildings
Infrastructure
Major plant and equipment
Other plant and equipment
Heritage and cultural assets
ROU assets
SCA - non-GORTO
Software development
Capitalised depreciation expense

General Government Total State
2021 2020 2021 2020
M M M M
806 964 837 995
246 354 243 349
1,052 1,318 1,080 1,343
2,266 2,219 2,511 2,452
3,319 3,537 3,591 3,795
General Government Total State
2021 2020 2021 2020
M M M M
13,231 12,867 17,753 17,347
1,913 1,795 - -
235 1,242 3,064 4,445
956 1,181 808 958
16,335 17,085 21,625 22,750
14 14 19 20
General Government Total State
2021 2020 2021 2020
M M M M
1,758 1,652 1,891 1,780
989 1,013 3,026 3,110
50 45 94 92
605 569 890 873
37 39 37 39
552 519 625 590
51 63 51 63
144 133 280 258
= S (38) (25)
4,187 4,033 6,857 6,780

A number of assets held by the State have been determined to have indefinite useful lives and are therefore not depreciated. Such
assets include land, certain road formation earthworks, the Reference Collection of the Library Board of Queensland, the Art
Collection and Library Heritage Collection held by the Queensland Art Gallery Board of Trustees, the State Collection and Library
Heritage Collection of the Board of the Queensland Museum and certain other heritage and cultural assets that are subject to

preservation requirements to maintain these assets in perpetuity.

Other non-financial assets are depreciated or amortised on a straight-line basis, from their date of acquisition (or in respect of
internally constructed assets, from the time the asset is completed and held ready for use), over their estimated useful lives to the

agency.

Where assets have separately identifiable components that are subject to regular replacement, these components are assigned
useful lives distinct from the asset to which they relate and are depreciated accordingly. Any expenditure which increases the
originally assessed capacity or service potential of an asset is capitalised and the new depreciable value is depreciated over the

remaining useful life of the asset.
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12. Depreciation and amortisation continued
Right-of-use (ROU) assets are depreciated over the lease term, except where the State expects to obtain ownership of the asset at
the end of the lease, in which case depreciation is over the useful life of the underlying asset.

Leasehold improvements are amortised over the estimated useful lives of the improvements or the unexpired period of the lease,
whichever is shorter. The unexpired period of the lease includes any option period where exercise of the option is reasonably certain.

Capital work in progress is not depreciated until it reaches service delivery capacity.
Maijor spares purchased specifically for particular assets are capitalised and depreciated on the same basis as the asset to which

they relate.

Estimated useful lives, residual values and depreciation methods are reviewed at the end of each annual reporting period. Reference

should be made to individual agency reports for details of depreciation and amortisation methodologies.

The State has a broad range of property, plant and equipment and estimated useful lives vary widely depending on the agency. The
following provides an indication of the average estimated useful lives of the different non-financial asset classes held by the State:

Asset class

Useful life range

Property, plant and equipment
Buildings
Infrastructure
Plant and equipment
Heritage and cultural assets
ROU assets

Intangibles

Computer software
Other intangibles (including intellectual property, licences and access rights)

up to 80 years

up to 80 years

up to 50 years

up to 100 years
Per lease agreement

up to 30 years
up to 150 years

13. Other interest expenses
General Government Total State
2021 2020 2021 2020
M M M M
Interest 1,481 1,341 3,690 3,721
Leases and service concession finance charges 104 120 112 128
Other 34 26 18 18
1,619 1,486 3,821 3,868
Interest and other finance charges are recognised as expenses in the period in which they are incurred.
14. Grants expenses
General Government Total State
2021 2020 2021 2020
M M M M
Grants - recurrent 8,900 9,278 8,834 9,186
Grants - capital 1,952 1,643 1,908 1,610
Grants to first home owners 183 96 183 96
Personal benefit payments 200 177 200 177
Community service obligations 474 508 - -
11,709 11,702 11,125 11,068
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15. Gains/(losses) on sale of assets/settlement of liabilities

General Government Total State
2021 2020 2021 2020
M M M M
Financial assets/settlement of liabilities
Financial assets at FVTOCI 3 1 3 1
Derivatives - - (767) 158
Other investments/settlement of liabilities 7,992 (16) 9,197 763
7,995 (14) 8,433 923
Non-financial assets
Property, plant and equipment 9 9) - (20)
Intangibles and other - (1) 1 12
9 (10) 1 (8)
8,004 (24) 8,434 914
16. Revaluation increments/(decrements) and impairment (losses)/reversals
General Government Total State
2021 2020 2021 2020
M $M M M
Revaluation increments/(decrements)
Financial assets
Derivatives (22) (76) 697 (262)
Fixed rate notes 2,653 (3,109) - -
Other investments (mainly managed funds) 74 (99) 4,912 (1,515)
2,705 (3,284) 5,609 (1,777)
Non-financial assets
Investment property 1 (14) 6 (15)
Property, plant and equipment - - (18) 3)
Intangibles and other - - 14 (14)
1 (14) 3 (31)
Self generating and regenerating assets 2 3 2 3
Impairment (losses)/reversals
Receivables and loans 2) (94) (8) (152)
Assets held for sale (5) (4) (5) (6)
Property, plant and equipment - - (336) (1,198)
Intangible assets - (1) (1) (9)
(8) (99) (349) (1,365)
2,700 (3,395) 5,265 (3,170)

At each reporting date, an assessment is undertaken as to whether there are any indications that an asset is impaired. The carrying
values of assets that have previously been impaired are assessed annually to determine if there has been a reversal in impairment.
Where this exists, the impairment is reversed only to the extent that the re-assessed value does not exceed the original carrying
value net of the depreciation and amortisation. Impairment on goodwill is not reversed.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations
of future events that may have a financial impact on the State and that are believed to be reasonable under the circumstances. The
resulting accounting estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amount of assets and liabilities within the next financial year are
discussed below.
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Notes to the Financial Statements

Revaluation increments/(decrements) and impairment (losses)/reversals continued

Impairment of non-financial assets

An impairment loss is recognised when an asset’s carrying amount exceeds its recoverable amount. The recoverable amount of the
impaired asset is determined as the higher of the asset’s fair value less costs to sell and value in use. Value in use is based on
discounted cash flows using a risk adjusted discount rate where assets are held primarily for the generation of cash flows.

Impairment - electricity generators

The value-in-use of electricity generators is determined on the estimated future cash flows based on the continuing use of the asset,
discounted to a present value.

The cash flow projections are prepared using forecast economic, market and industry trends, market based assumptions (such as
demand, pricing and operational costs), and capital expenditure programs that willing market participants might reasonably adopt.
The present value of projected cash flows is determined using a discount rate which is based on the weighted-average cost of capital
(WACC). Determination of the WACC is based on separate analysis of debt and equity costs, utilising information (some of which is
publicly available), including the risk free interest rate, an industry risk premium, and the underlying cost of debt.

Stanwell Corporation Limited’s year end valuation assessment of its generation assets has resulted in an impairment of $119 million
(2020: $720 million) due to a reduction in the future earning potential of generation assets for the Tarong Precinct.

CS Energy Limited recognised an impairment of assets at its Callide B and C cash generating units of $123 million (2020: $353
million), largely reflecting the forecast cost of rebuilding the damaged Callide C4 Unit.

Impairment - water assets

Queensland Bulk Water Supply Authority (Seqwater) charges South East Queensland distributor-retailers, local governments and
other customers for the supply of bulk water, with bulk water prices passed through to customers. From 2007-08, a price path was
implemented to phase in price rises associated with the construction of the South East Queensland water grid. Under the price path,
prices progressively transitioned to full cost recovery, with price path debt to be repaid by 2027-28.

Seqwater has performed an impairment assessment on its bulk water asset base reflecting the three most likely bulk water pricing
scenarios up to and post 2028, consistent with the previous year’s methodology, and no impairment is necessary.

SunWater Limited recognised an impairment loss of $85 million, largely in relation to its Dam Improvement Program which will likely
not generate future revenue.

Impairment of financial assets

Impairment for financial assets is determined on the basis of lifetime expected credit losses based on reasonable and supportable
forward-looking information that is available without undue cost or effort. Expected credit losses are a probability weighted estimate
of the present value of the difference between the cash flows that are due to the entity and the cash flows it expects to receive.
Lifetime expected credit losses refers to the expected credit losses that result from all possible default events over the expected life
of the financial asset.

Significant judgement is applied in determining the effects of future changes to macroeconomic factors (e.g. economic growth,
unemployment, household debt levels, etc.) on the measurement of expected credit losses. The amount of expected credit losses (or
reversal) is recognised in profit or loss as an impairment gain or loss.

Queensland Rural and Industry Development Authority recognised a $9 million gain on reversal of part of the impairment loss of
$103 million made in the prior year on the COVID-19 Jobs Support loans as a result of higher than expected principal repayments
and a revision of the loan model. Also refer to Notes 1(m) and 23(e).

Asset write-downs

General Government Total State
2021 2020 2021 2020
M M M M
Bad debts written off not previously impaired (106) (154) (119) (162)
Inventory write-down (net) (92) (79) (92) (80)
Other assets written off/scrapped (30) (22) (42) (26)

(228) (255) (252)  (267)
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Actuarial adjustments to liabilities

General Government Total State
2021 2020 2021 2020
M $M $M M
Long service leave - gains/(losses) (428) (477) (428) (477)
Insurances and other - gains/(losses) (890) 66 (799) 113
(1,318) (411) (1,227) (364)

Dividends and tax equivalents treated as capital returns

For GGS, dividends and tax equivalents from PNFC and PFC sector entities paid out of prior accumulated profits and reserves or
from the sale of businesses represent a return of Government’s initial equity investment under ABS GFS principles and are disclosed

as other economic flows.
There were no tax equivalents treated as capital returns in 2020-21 or 2019-20.

Other economic flows - included in operating result - other

General Government Total State
2021 2020 2021 2020
77 M M M
Net market value interest revenue/(expense) (13) - 2,778 (1,980)
Time value adjustments 47 (214) 40 (250)
Share of net profit/(loss) of associates and joint ventures accounted for using the equity
method 3 2) 2 2)
Onerous contracts expense - - (71) 138
SCA - assets - GORTO depreciation (134) (132) (134) (132)
SCA - liabilities - GORTO amortisation 233 234 233 234
Other economic flows not elsewhere classified 14 10 7 (1)
150 (105) 2,854 (1,992)
Other economic flows - other movements in equity
General Government Total State
2021 2020 2021 2020
M M M M
Revaluations
Revaluations of financial assets - increments/(decrements)
Financial assets at FVTOCI 9) 5 9) 5
Investments in Public Sector entities (377) (1,729) - -
Cash flow hedges (209) 192 (716) 658
(596) (1,532) (725) 664
Revaluations of non-financial assets - increments/(decrements)
Property, plant and equipment 5,890 5,910 6,256 5,738
SCA- GORTO 75 291 75 291
5,965 6,201 6,331 6,029
Actuarial gain/(loss) on defined benefit superannuation plans (158) (645) (55) (709)
5,212 4,024 5,551 5,983
Other
Equity transfers and adjustments including those from ceased entities (82) - (82) -

Of the above revaluation movements, balances relating to financial assets at fair value through other comprehensive income and

cash flow hedges may subsequently be recycled to the Operating Result.
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22. Cash and deposits

General Government Total State

2021 2020 2021 2020
$M M M M
Cash 137 179 12,380 3,015
Deposits on call 15 13 43 30
QTC cash funds 920 1,013 - -
1,072 1,205 12,423 3,045

Reconciliation to Cash Flow Statement
Balances per Cash Flow Statement 1,072 1,205 12,423 3,045

All material cash balances held by agencies are managed and invested by QTC daily to maximise returns in accordance with agreed risk
profiles on a whole of Government basis.

Cash and deposits include cash on hand, cash at bank, deposits at call (which are readily convertible to cash on hand and are subject to an
insignificant risk of changes in value) and money market deposits, net of outstanding bank overdrafts. Where a net overdraft arises on cash
at bank, the overdraft is included in loans - other on the Balance Sheet.

23. Receivables and loans

(a) Receivables

General Government Total State
2021 2020 2021 2020
M M M M
Current

Trade debtors 1,118 937 2,841 2,335
Interest receivable 1 146 1" 11
GST input tax credits receivable 304 256 340 289
Dividends and guarantee fees receivable 850 1,180 - -
Royalties and land rents revenue receivable 26 36 26 36
Taxes receivable 1,344 982 1,339 983
Income tax equivalents receivable 29 45 - -
Other receivables 2,375 1,443 2,317 1,384
6,056 5,025 6,874 5,037
Less: Loss allowance 614 613 678 698
5,442 4,412 6,196 4,339

Non-current
Trade debtors 26 23 324 318
Other 76 75 203 174
102 98 528 492
Less: Loss allowance 23 26 28 31
79 72 500 462
5,521 4,483 6,696 4,800
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(b) Advances paid

Current
Advances
Less: Loss allowance

Non-current
Advances
Less: Loss allowance

(c) Loans paid

Current
Finance leases
Other loans

Non-current
Onlendings
Finance leases
Other loans

Less: Loss allowance

Notes to the Financial Statements

General Government Total State
2021 2020 2021 2020
M M M M
157 122 157 121
15 13 15 13
142 109 141 108
1,297 1,278 1,294 1,275
100 109 102 110
1,197 1,169 1,193 1,164
1,339 1,278 1,334 1,272
General Government Total State
2021 2020 2021 2020
M M M M
17 15 19 19
20 20 27 20
37 35 46 39
- - 10,851 10,710
195 210 296 318
145 138 175 138
340 348 11,322 11,166
1 - 1 -
339 348 11,321 11,166
375 383 11,367 11,205

Loans include finance leases and loans supporting policy objectives of the Government rather than for liquidity management purposes.
Settlement on finance leases is within the terms of the lease, ranging from 2 to 99 years. Title is passed to the purchaser on full repayment.

Receivables and loans are initially measured at fair value plus any directly attributable transaction costs. Subsequently, receivables and
loans (except onlendings by QTC) are recorded at amortised cost using the effective interest method less any loss allowances. Onlendings
are recognised at fair value through profit or loss.

Any interest income is recognised in the operating result in the period in which it accrues. For further details on the State revenue
recognition policies, refer to the relevant revenue notes (Notes 3 to 8).
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23. Receivables and loans continued
(d) Contractual maturities of lease receivables
Finance lease receivables due:
General Government Total State
2021 2020 2021 2020
M M M M
Not later than 1 year 20 19 28 28
Later than 1 year but not later than 2 years 18 16 25 24
Later than 2 year but not later than 3 years 18 16 24 24
Later than 3 year but not later than 4 years 17 15 24 23
Later than 4 year but not later than 5 years 23 25 29 32
Later than 5 years 159 160 322 330
256 251 452 461
Less: Future finance revenue 44 25 136 124
212 225 316 337
Minimum operating lease receivable not recognised in the financial statements:
General Government Total State
2021 2020 2021 2020
M $Mm $m M
Not later than 1 year 45 33 98 85
Later than 1 year but not later than 2 years 35 35 84 83
Later than 2 year but not later than 3 years 29 31 76 75
Later than 3 year but not later than 4 years 28 28 69 70
Later than 4 year but not later than 5 years 25 27 65 60
Later than 5 years 168 176 825 856
330 330 1,216 1,229
(e) Impairment of receivables and loans
The loss allowances for receivables reflect lifetime expected credit losses, while the loss allowances for loans and advances reflect either
12-month expected credit losses or lifetime expected credit losses depending on whether there has been a significant increase in credit risk.
Expected credit loss calculations incorporate both historical credit loss data and reasonable and supportable forward-looking information.
Forward-looking information includes forecast economic changes expected to impact the State’s debtors, along with relevant industry and
statistical data where applicable. At the reporting date, the impact of the COVID-19 pandemic is reflected in the forward-looking rates
applied in the estimate of credit losses. Some impairment reversals occurred during the year due to improved economic conditions
compared to last year.
Loss allowances for receivables are assessed by agencies either individually by debtor or on a collective basis using provision matrices.
Where a provision matrix is used, loss rates are determined separately for groupings of customers with similar loss patterns.
Areas of significant credit risk concentrations for the GGS and TSS are unpaid penalties and fines within the State Penalties Enforcement
Registry (SPER), COVID-19 Jobs Support Loans issued by the Queensland Rural and Industry Development Authority (QRIDA), and hotel
quarantine fee recoveries.
SPER penalties and fines and quarantine fee receivables both exhibit high credit loss rates due to their nature.
The COVID-19 Jobs Support Loans scheme was launched in March 2020. The interest repayment cycle only commenced for these loans
on 30 April 2021, with no principal repayments required until April 2023. The loss allowance for COVID-19 Jobs Support Loans is subject to
significant estimation uncertainty due to its dependence on data that is not yet observable, the current economic environment, and the
nature of the scheme. There is therefore a significant risk of a material adjustment to the carrying amount of the loans within the next
financial year. These uncertainties were not resolved by 30 June 2021 as principal repayments do not commence until April 2023.
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23.

Receivables and loans continued

(e) Impairment of receivables and loans continued

2021

Receivables

SPER penalties and fines receivable
Quarantine fee recoveries

Other receivables*

Loans and advances paid
QRIDA COVID-19 Job Support Loans receivable
Loans and other advances

2020

Receivables
SPER penalties and fines receivable
Other receivables

Loans and advances paid
QRIDA COVID-19 Job Support Loans receivable
Loans and other advances

Notes to the Financial Statements

Gross
receivables
M

1,082
137
6,184

7,402

795
656

1,451

Gross
receivables
M

1,053
4,476

5,529

756
640

1,396

Average
loss rate

27.4%
39.8%
5.7%

11.9%
3.6%

Average
loss rate

30.5%
9.1%

13.7%
3.1%

Expected
credit Carrying
losses amount
M $Mm
296 786
55 82
355 5,828
706 6,696
95 700
24 634
118 1,334
Expected
credit Carrying
losses amount
M M
322 732
407 4,069
729 4,800
103 652
20 620
123 1,272

* Other receivables include $667 million of payroll tax debts which have been deferred from collection until January 2022 as part of
the COVID-19 relief measure — see Note 1(m). A loss rate of 1.2% has been applied to the receivables.

The State typically considers a financial asset to be in default when it is over 90 days past due. However, debts referred to SPER are
usually over 90 days past due, and SPER will continue enforcement activity on those debts as long as it is cost effective to do so. A
financial asset can also be in default before becoming 90 days past due if information indicates that the State is unlikely to receive

the outstanding amounts in full.

Where the State has no reasonable expectation of recovering an amount owed by a debtor, the debt is written off by directly reducing
the receivable against the loss allowance. SPER debts are written off in accordance with internal policy guidelines when it becomes
unlikely that the debts could be recovered cost-effectively. If the amount of debt written off exceeds the loss allowance, the excess is

recognised as an impairment loss.

General Government Total State

2021 2020 2021 2020

M M M M

Loss allowance as at 1 July 761 608 852 658
Amounts written off during the year (72) (121) (98) (137)

Increase/decrease in allowance recognised in operating result 65 274 70 331

Loss allowance as at 30 June 754 761 824 852
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Securities and shares

(a) Securities other than shares

General Government Total State
2021 2020 2021 2020
M M M M
Current
Term deposits and other investments held at amortised cost 81 94 202 175
Rental purchase plan 6 6 6 6
Securities/bonds 264 424 2,822 9,641
Fixed rate notes 2,208 3,225 - -
Investments managed by QIC Limited* 1,920 1,338 7,850 6,942
Derivatives
Cash flow hedges - - 66 349
Other derivatives - - 671 685
Other 31 18 3,060 4,340
4,510 5,105 14,676 22,140
Non-current
Term deposits and other investments held at amortised cost 111 165 118 173
Rental purchase plan 178 180 178 180
Securities/bonds - - 8,942 7,895
Fixed rate notes 35,607 22,991 - -
Investments managed by QIC Limited* 799 599 41,604 28,786
Derivatives
Cash flow hedges - - 56 240
Other derivatives - - 528 620
Other 162 155 635 921
36,857 24,091 52,061 38,814
41,366 29,195 66,738 60,954
* Investments managed by QIC Limited were allocated over the following categories:
Debt Retirement Fund Total State
2021 2020 2021 2020
M M M ™
Cash 2,731 - 11,235 7,411
Fixed interest 585 - 6,588 6,204
Global equities 2,117 - 9,596 7,440
Property and infrastructure 1,950 - 11,966 5,651
Other 360 - 10,069 9,022
7,742 - 49,454 35,728

The Debt Retirement Fund (DRF) is a sub fund of the Queensland Future Fund (QFF). The DRF was established for the purpose of
providing funding for reducing the State’s debt. Funds invested in the DRF are held for future growth and are offset against state
debt to support Queensland’s credit rating. In accordance with the Queensland Future Fund Act 2020 (QFF Act), payments from the
DRF may only be made to reduce the State’s debt or pay fees or expenses relating to the administration of the fund.

Under Section 10 of the QFF Act, the Treasurer may direct that specific state assets be contributed to the DRF. In June 2021, title
registry operations previously performed by the Department of Resources were transferred to Queensland Titles Registry Pty Ltd and
75% of the shares in the new company, valued at $6 billion, were transferred to the DRF. In addition, $1.5 billion from surplus assets
held to support the Defined Benefit Scheme and Aurizon shares valued at $206 million were transferred to the DRF in 2020-21.

These assets were transferred to QTC in exchange for a Fixed Rate Note (FRN). QTC then exchanged the assets for units in trusts
managed by QIC. Subsequent to the initial contribution, the seed assets were redistributed among the other QIC-managed trusts
resulting in the asset allocation shown above.
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24. Securities and shares continued

(a) Securities other than shares continued

The remaining 25% of shares in the Queensland Titles Registry Pty Ltd operations held by the Consolidated Fund were transferred
in a similar manner to QTC in exchange for an FRN. The returns on this $2 billion investment will be used to support the Path to
Treaty Fund, the Carbon Reduction Investment Fund and the Housing Investment Fund.

(b) Investments in public sector entities

General Government

2021 2020
M M
General Government Sector investment in public sector entities 21,429 21,570

The GGS has equity investments in PNFCs and PFCs that are measured at fair value as the Government’s proportional share of the
carrying amount of net assets of the PNFC and PFC Sector entities on a GAAP basis. Investments in public sector entities on this
basis differ from valuations under GFS. Refer to Note 51 for the reconciliation to GFS.

Note 1(c) outlines the functions of the PNFC and PFC Sectors. Refer to Note 50 for a comprehensive list of entities within each
sector. Investments in the PNFC and PFC Sectors are eliminated on consolidation of the TSS.

(c) Share investments in other entities that are not controlled or associated

General Government Total State
2021 2020 2021 2020
M M M M
Current
Shares at fair value through profit or loss - - - 270
Non-current
Shares at fair value through other comprehensive income 6 6 6 6
6 6 6 276

Financial assets disclosed above are classified as either financial assets held at amortised cost, financial assets at fair value through
other comprehensive income or financial assets at fair value through profit or loss. The carrying amount of financial assets in each of
the categories is disclosed in Note 47.

Financial assets at amortised cost

Term deposits are measured at amortised cost as the contractual cash flows represent solely payments of principal and interest, and
the State holds the deposits with the objective of collecting all contractual cash flows.

Financial assets at fair value through other comprehensive income (FVOCI)

Financial assets at FVOCI include equity instruments designated so upon initial recognition and debt instruments whose contractual
cash flows represent solely payments of principal and interest and are held with the objective of both collecting contractual cash
flows and selling the instruments. Financial assets at FVOCI are valued at fair value at balance date. Unrealised gains and losses
are brought to account in equity and included as Other economic flows - other movements in equity on the Operating Statement.

Securities/bonds within GGS include corporate bonds, corporate notes and government bonds. These are measured at FVOCI as
the GGS holds these investments for the purpose of both selling and collecting contractual cash flows.

For GGS, controlling investments in other public sector entities (PNFCs and PFCs) are also measured at FVOCI. The State has not
disposed of any FVOCI equity investments during this reporting period.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets at FVTPL include instruments designated so upon initial recognition and all other financial assets that are not
measured at amortised cost or FVOCI. Financial assets at FVTPL are valued at fair value at balance date. Unrealised gains and
losses are brought to account as Other economic flows included in operating result on the Operating Statement.
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Securities and shares continued
Financial assets at fair value through profit or loss (FVTPL) continued

Under Rental Purchase Plan agreements and Pathways Shared Equity program, the State has a proportional interest in the
underlying properties and those interests meet the definition of a financial instrument. They are measured at FVTPL with fair value
being based on the net market value of the State’s proportion of the underlying properties.

For GGS, fixed rate notes held with QTC are measured at FVTPL because the cash flows do not solely represent payments of
principal and interest. Fixed rate notes are eliminated on consolidation of the TSS.

Other financial assets at fair value through profit or loss held by the State include discount securities, Commonwealth and State
securities, floating rate notes, medium term notes, fixed interest deposits, investments managed by QIC Limited, other investments
in managed funds, shares and derivatives. The accounting policy for derivatives is further discussed in Note 37.

Other investments

Other investments refer to claims on other entities (or arrangements) entitling the State to a share of the income of the entity and a
right to a share of the residual assets of the entity should it be wound up (in the case of associates and joint ventures) or a share of
revenue, expenses, assets and liabilities of the arrangement (in the case of joint operations). These investments are held at fair
value.

(a) Investments accounted for using the equity method

Associates are those entities over which the State has significant influence but not control. Joint ventures are joint arrangements
whereby the State has joint control and rights to the net assets of the arrangements. Such entities are accounted for using the equity
method of accounting in accordance with AASB 128 Investments in Associates and Joint Ventures. The State’s share of its
associates’ or joint ventures’ post-acquisition profits or losses (less dividends) is recognised in the Operating Statement as an other
economic flow and its share of post-acquisition movements in reserves is recognised in the reserves. The cumulative post-
acquisition movements are recognised against the carrying amount of the investment. Dividends from associates and joint ventures
are recognised as revenue from transactions in the Operating Statement.

The State has a number of investments in unlisted associated and joint venture entities that are accounted for using the equity
method.

The most material of these are the 50% share in the Dumaresg-Barwon Border Rivers Commission and the 25% interest in the
Translational Research Institute Trust.

(i) Dumaresg-Barwon Border Rivers Commission is a joint authority constituted by an agreement between the Queensland and New
South Wales Governments.

(i) Translational Research Institute (TRI) Trust is a Discretionary Unit Trust founded by four members, of which Queensland Health is
one. Each founding member holds 25 units in the TRI Trust and equal voting rights. The TRI Trust's objectives are to operate and
manage the TRI Facility to promote medical study, research and education.

(b) Investments in joint operations

Joint operations are joint arrangements whereby the State has control and rights to the assets and obligations for the liabilities
relating to the arrangements. Such arrangements are accounted for in accordance with AASB 11 Joint Arrangements. The State
recognises its share of jointly held or incurred assets, liabilities, revenue and expenses in the joint operations.

General Government Sector
Joint arrangements are as follows:
Department of State Development, Infrastructure, Local Government and Planning

The Department of State Development, Infrastructure, Local Government and Planning holds a 50% interest in a joint operation
with the Mackay Regional Council to develop residential land within the Andergrove Urban Development Area.

The department also holds a 50% interest in a joint operation with the Redland City Council to facilitate land development within the
Toondah Harbour Priority Development Area.
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Other investments continued

(b) Investments in joint operations continued
General Government Sector continued
Queensland Health

Queensland Health is a partner to the Australian e-Health Research Centre (AEHRC) joint operation under the current agreement
which runs to 30 June 2022.

Sunshine Coast Hospital and Health Service

The Sunshine Coast Hospital and Health Service has a 28.9% (2020: 28.9%) interest in the Sunshine Coast Health Institute
(SCHI). TAFE Queensland, Griffith University and the University of the Sunshine Coast each have a 23.7% interest in the SCHI.
SCHI's primary aims are to advance the education of trainee medical officers, nurses, midwives and other health care professional,
while providing outstanding patient care and extending research knowledge.

Metro North Hospital and Health Service

Metro North HHS has joint control over two arrangements, namely Herston Imaging Research Facility (HIRF) and the Oral Health
Centre (OHC).

Total State Sector
Joint arrangements for the TSS include the GGS joint arrangements above, as well as the following:
CS Energy Limited

The following are the joint operations in which CS Energy Limited has an interest:

Name of entity Principal activity Ownership interest
2021 2020
% %
Callide Power Management Pty Ltd Joint Operation Manager 50 50
Callide Power Trading Pty Ltd Electricity Marketing Agent 50 50

CS Energy Limited, has a 50% interest in Callide C Power Station through the unincorporated Callide Power Project Joint Venture
and is entitled to 50% of the earnings generated by Alinta Energy Retail Sales Pty Ltd in the residential retail energy market in South
East Queensland.

CleanCo Queensland Limited

CleanCo Queensland Limited has a 50% interest in Kogan North Joint Venture operation with the principal activities being
exploration and production of gas.

Public private partnerships

The State has entered into a number of Public Private Partnerships (PPPs) over time. The accounting treatment of these PPPs
varies according to the terms of the arrangements. They may be:

- Directly owned by the State, but partly privately financed;
- Right of use (ROU) assets held through leases and similar arrangements;
- SCA assets and liabilities either GORTO or non-GORTO (refer to note 1(e)).

The purpose of this note is to describe the various arrangements the state has entered into and how and when they are accounted
for as well as aggregating the future cash flows the state is committed to under these arrangements.

The following PPPs apply to both the GGS and TSS statements.
Education

(a) South East Queensland schools - Aspire

In April 2009, the State Government entered into a contractual arrangement with Aspire Schools (Qld) Pty Limited (Aspire) to design,
construct, maintain and partially finance seven State schools for a period of 30 years on the State’s land.
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Public private partnerships continued
Education continued

(a) South East Queensland schools - Aspire continued

Construction work commenced in May 2009 and was finalised in January 2014. This is a social infrastructure arrangement whereby
the State pays for the third party use of the asset through regular service payments to Aspire over the life of the contract.

The State pays Aspire abatable, undissected service payments for the operation, maintenance and provision of the schools. At the
expiry of the agreement in 2039, the buildings will revert to the State for nil consideration. The land on which the schools are
constructed is owned and recognised as an asset of the State.

The fair value of the buildings is recognised as an asset in Note 31 with the corresponding recognition for future payments as a loan
liability in Note 37(d).

(b) Queensland schools - Plenary

In December 2013, the State Government entered into a contractual arrangement with Plenary Schools Pty Ltd (Plenary) for the
construction and management of 10 schools in South East Queensland on State land. This is a social infrastructure arrangement

whereby the State pays for the third party use of the asset through regular service payments to Plenary over the life of the contract.
The project period is for 30 years and is expected to end in December 2043.

Construction work commenced in January 2014 and was finalised in January 2019. The State paid a series of capital contributions
during the construction phase of the project totalling $190 million. These contribution payments result in lower service payments over
the period of the concession.

The fair value of the buildings is recognised as an asset in Note 31 with the corresponding recognition for future payments as a loan
liability in Note 37(d).

Employment, Small Business & Training

Southbank Education and Training Precinct

In April 2005, the State Government entered into a contractual arrangement with Axiom Education Queensland Pty Ltd (Axiom) to
design, construct, maintain and finance the Southbank Education and Training Precinct for a period of 34 years on State land. This is
a social infrastructure arrangement whereby the State pays for the third party use of the asset through regular service payments to
Axiom over the life of the contract. The arrangement involved the refurbishment or demolition of existing buildings and the
development of new buildings.

Construction work was completed on 31 October 2008. The State pays abatable, undissected service payments to Axiom for the
operation, maintenance and provision of the precinct. At the expiry of the agreement in 2039, the buildings will revert to the State for
nil consideration. The land on which the facility is constructed is owned by the State.

The fair value of the buildings is recognised as an asset in Note 31 with the corresponding recognition for future payments as a loan
liability in Note 37(d).

Queensland Health and Hospital and Health Services (HHSs)
(a) Sunshine Coast University Hospital (SCUH)

In 2012, the State entered into a PPP with Exemplar Health (EH) to finance, design, build and operate the Sunshine Coast University
Hospital (SCUH). The 25-year operating phase of the PPP commenced on 16 November 2016, the date of Commercial Acceptance.
The fair value of the liability payable to EH for the construction of SCUH was $538 million. Other than certain assets contained within
the Sunshine Coast Health Institute, Sunshine Coast HHS (SCHHS) has full control of all SCUH buildings, land, specialist medical
assets and all other equipment. EH ensures all infrastructure is fit for use throughout the operating term, but SCHHS operates the
facility and manages all healthcare provided. At the end of the 25-year term, the assets will remain in the control of SCHHS. These
assets are included in the building asset class in Note 31.

As part of the SCUH PPP, EH constructed two carparks on the SCUH site. These carparks are legally owned by the SCHHS and
recorded in the building asset class in Note 31. The State has granted EH a licence to undertake carparking operations for the
duration of the 25-year operating term which entitles EH to generate revenue from the operations themselves. The State has
unearned revenue from the carpark licence included in Note 39.
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26. Public private partnerships continued

Queensland Health and Hospital and Health Services (HHSs) continued
(b) Surgical,_Treatment and Rehabilitation Service (STARS)

In 2017, the State entered into a PPP with Australian Unity. Australian Unity’s scope of work includes the construction of a new
Surgical, Treatment and Rehabilitation Service (STARS) at Herston. The land on which STARS was developed is owned by the State
and leased to Australian Unity for 99 years. The State was contractually obligated to occupy the STARS building upon completion
and entered into a lease on 4 November 2020 for an initial 20-year period, with an option to extend this lease by two periods of 10
years. The assets are included as right of use (ROU) assets in Note 31 and the lease liability is included in Note 37(d).

(c) Other public infrastructure facilities

The State Government has entered into a number of other contractual arrangements with private sector entities for the construction
and operation of public infrastructure facilities on State land for a period of time. After an agreed period of time, ownership of these
facilities will pass to State.

. - Term of Commencement
Entity Facility Counterparty Agreement Date
Metro North HHS Butterfield Street car park International Parking Group Pty| 30 years January 1998
Ltd
Metro North HHS The Prince Charles Hospital car International Parking Group Pty| 22 years November 2000
park Ltd
Metro South HHS The Princess Alexandra Hospital | International Parking Group Pty| 25 years February 2008
multi storey car park Ltd
Sunshine Coast HHS Noosa Hospital Noosa Privatised Hospital Pty 10 years July 2020
Limited
Townsville HHS Medilink Three Islands Pty Ltd 30 years April 2002
Townsville HHS Goodstart Early Learning Three Islands Pty Ltd 32 years September 2004

The Metro North car parks are not considered SCAs under AASB 1059 and are included in land and buildings in Note 31, with
unearned revenue included in Note 39.

The Princess Alexandra Hospital car park is a SCA under AASB 1059 and is included in Note 33 as a GORTO asset.

The SCHHS funds Noosa Hospital Pty Limited for the provision of Combined Services which includes Public Patient Services and
Ambulatory Services This is not a SCA under AASB 1059. In the prior year, the previous arrangement with Ramsay HealthCare was
treated as a SCA under AASB 1059.

The Medilink and GoodStart Early Learning centres are not controlled by the Townsville HHS and are not included on the Balance
Sheet.

(d) Co-location agreements

The State has also entered into a number of contractual arrangements (termed co-location agreements) with private sector entities
for the construction and operation of private health facilities for a period of time on State land. After an agreed period, ownership of
these facilities will pass to the State. The State does not control the facilities associated with these arrangements and accordingly,
does not recognise these facilities and any rights or obligations that may attach to these arrangements, other than those recognised
under generally accepted accounting principles.
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26. Public private partnerships continued
Queensland Health and Hospital and Health Services (HHSs) continued
(d) Co-location agreements continued
. - Term of Commencement
Entity Facility Counterparty Agreement Date
Metro North HHS Caboolture Private Hospital Affinity Health Ltd 25 years May 1998
Metro North HHS St Vincent's Private Hospital St Vincent's Private Hospital| 66 years September 1999
Northside (formerly known as Holy | Northside Ltd
Spirit Northside Private Hospital)
Metro South HHS Mater Private Hospital Redland Sisters of Mercy in 25 years August 1999
Queensland + 30 years
Metro South HHS Translational Research Institute Translational Research 30 years May 2013
Building Institute Pty Ltd + 20 years
Metro South HHS University of Queensland Training | University of Queensland 20 years August 2015
Facility — Redland Hospital
Metro South HHS University of Queensland Training | University of Queensland 20 years September 2015
Facility — Queen Elizabeth Il Jubilee
Hospital
Gold Coast HHS Gold Coast Private Hospital Healthscope Ltd 50 years March 2016
Transport and Main Roads
(a) Gold Coast Light Rail - G:link (GCLR)
In May 2011, the State entered into a contractual arrangement with GoldLinQ Consortium (GoldLinQ) to finance, design, build,
operate and maintain the Gold Coast light rail system linking key activity centres from Griffith University (Gold Coast Campus) and
the Gold Coast University Hospital to Broadbeach via Southport. The operation of the system commenced in July 2014. At the end of
the 15-year operations period, ownership of the system will be transferred to the State.
GoldLinQ Consortium partially financed construction of the system, with the State providing a capital contribution. During operations,
GoldLinQ Consortium is paid monthly performance-based payments for operations, maintenance and repayment of the debt finance
used to construct the system. The State receives fare-box and advertising revenue generated by the system.
In April 2016, the State entered into a contractual arrangement with GoldLinQ for stage two of the Gold Coast Light Rail system.
Stage two connects the existing light rail system at Gold Coast University Hospital Light Rail station to heavy rail at the Helensvale
station. Stage two of the system commenced operations on
18 December 2017.
The State has begun preparation for the next stage of the Gold Coast Light Rail System to extend the light rail from Broadbeach
South Station to Burleigh Heads.
Planning has also begun for Stage 4, a 13km extension south of stage three, linking Burleigh Heads to Coolangatta via the Gold
Coast Airport.
The GCLR assets are disclosed as non-GORTO service concession assets in Note 31 and liabilities in Note 37(d).
(b) Toowoomba Second Range Crossing (TSRC)
In August 2015, the State entered into a contractual arrangement with Nexus Infrastructure Consortium to finance, design, build,
operate and maintain a range crossing connecting the Warrego Highway at Helidon Spa in the east with the Gore Highway at Athol
in the west, via Charlton.
The bypass opened to traffic in September 2019 and toll collection commenced in December 2019, with Transurban Queensland
contracted to provide the tolling collection service on behalf of the State.
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Transport and Main Roads continued

(b) Toowoomba Second Range Crossing (TSRC) continued

The State will make ongoing quarterly service payments over the 25-year operation and maintenance period, which includes
repayment of the debt finance used to construct the bypass. Maintenance payments will be expensed during the relevant year.

At the expiry of the concession period, the State will retain ownership of the range crossing.
The TSRC assets are disclosed as non-GORTO service concession assets in Note 31 and liabilities in Note 37(d).

(c) New Generation Rollingstock

In January 2014, the State entered into a 32-year contractual arrangement with NGR Project Company Pty Ltd (Bombardier NGR
Consortium) for the design, construction and maintenance of 75 new six car train sets and a new purpose-built maintenance centre.
The arrangement will involve the State paying the consortium a series of availability payments over the concession period.

In June 2016, the maintenance centre was accepted by the State. By December 2019, all 75 train sets had been accepted and
recognised on the Balance Sheet.

In March 2019, an amendment deed was signed to modify the trains in accordance with the Disability Standards for Accessible
Public Transport 2002. Modifications to all 75 trains will be completed by 2024.

At the expiry of the concession period, the State will retain ownership of the trains and the maintenance centre.
The rollingstock assets are disclosed in Note 31 as major plant and equipment and liabilities as other loans in Note 37(d).
(d) Airportlink M7

In June 2008, the State entered into a 45-year SCA with Bris Connections to design, construct and maintain the Airport Link toll road
(Airportlink). In April 2016, Transurban Queensland assumed responsibility for Airportlink and now operates Airportlink under the
SCA.

In return for collecting the tolls, Transurban Queensland must maintain, operate and manage the toll road for the concession period
and also assume the demand and patronage risk. At the end of the service concession period, Airportlink assets will be transferred at
no cost to the State.

Airportlink is disclosed as a GORTO in Note 33.

(e) Gateway and Logan Motorways and Port Drive

A Road Franchise Agreement (RFA) was established between the State and Queensland Motorways Limited (QML) in April 2011 for
the operation, maintenance and management of the Gateway and Logan Motorways for a period of 40 years. In 2014, Transurban
Queensland acquired QML and now operates the Gateway Motorway and Logan Motorway toll roads under the RFA with the State.

In return for collecting the tolls, Transurban Queensland must maintain, operate and manage the toll roads for the period of the
franchise and also assumes the demand and patronage risk for the franchise period. The State does not recognise any assets
associated with the arrangement. At the end of the RFA concession period, the toll roads infrastructure assets will be transferred to
the State.

An RFA was also established with Port of Brisbane to maintain and manage the Port Drive motorway. The operator obtains indirect
benefits from ongoing maintenance through this increased capacity and access to the port precinct.

All the Gateway and Logan Motorways and Port Drive assets and liabilities are disclosed as GORTOs in Note 33.
(f) Brisbane Airport Rail Link

In 1998, the State Government entered into a 35-year concession agreement with Airtrain Citylink Limited (Airtrain) to design,
construct, maintain and operate the Brisbane Airport Rail Link (BARL), a public passenger rail system connecting the Queensland
Rail City network to the Brisbane Domestic and International Airports. The BARL is currently in the maintenance and operating phase
of the agreement after commencement of operations on 7 May 2001.

Audited Consolidated Financial Statements 2020-21 — Queensland Government 5-43



26. Public private partnerships continued
Transport and Main Roads continued
(f) Brisbane Airport Rail Link continued
In return for collecting passenger fares, Airtrain must maintain, operate and manage the BARL for the period of the concession and
also assume the demand and patronage risk for the concession period. At the end of this period, the agreement provides for Airtrain
to transfer the BARL assets at no cost to the State.
The State Government leases airport land from the Brisbane Airport Corporation and sub-leases the land to Airtrain. The State
recognises the assets and liabilities associated with the arrangement as GORTOs in Note 33.
Energy and Public Works
(a) Development at 1 William Street Brisbane
1 William Street is a commercial office tower development. Cbus Property was the successful tenderer with a bid of $653 million and
on 21 December 2012, the State entered into a sublease pre commitment via a series of transaction documents involving a project
deed, development lease, 99-year ground lease and a sub-lease from the developer for 15 years.
The asset is disclosed as a ROU asset in Note 31 and the lease liability is included in Note 37(d).
(b) Queen’s Wharf Precinct
On 16 November 2015, the State entered into contractual arrangements with the Destination Brisbane Consortium (the Consortium)
to redevelop the Queen’s Wharf Precinct in the centre of Brisbane into an Integrated Resort Development (IRD) Project. A leasehold
development lease and a freehold development lease for the project commenced on 22 February 2018, transferring responsibility of
the whole of the site from the State to the Consortium. As at 30 June 2021, the land and buildings in the precinct have been valued
on the basis that the contractual arrangements are considered to be non-cancellable and the highest and best use of the land and
buildings in the precinct is that of an IRD.
Cross River Rail Delivery Authority
On 4 April 2019, the State announced the companies selected to build one of the key Cross River Rail Project works packages. The
Tunnel, Stations and Development (TSD) PPP will be delivered by the Pulse consortium.
The TSD PPP will deliver the underground section of the project, including the tunnel from Dutton Park to Normanby and the
construction of four new underground stations at Boggo Road, Woolloongabba, Albert Street and Roma Street.
The TSD package reached financial close on 1 July 2019 and is accounted for as a construction contract with a service outsourcing
arrangement. The State is contracted to make payments between 2019-20 and 2049-50 covering the capital cost and financing of
the TSD component, as well as maintenance.
The asset is included in Note 31 and the liability as other loans in Note 37(d).
The estimated net cash flows resulting from PPPs are reflected below:
General Government Total State
2021 2020 2021 2020
M $m M M
Inflows
Not later than 1 year 83 78 83 78
Later than 1 year but not later than 5 years 342 343 342 343
Later than 5 years but not later than 10 years 437 447 437 447
Later than 10 years 862 772 862 772
1,725 1,640 1,725 1,640
Outflows
Not later than 1 year (1,545) (577) (1,545) (577)
Later than 1 year but not later than 5 years (4,318) (4,229) (4,318) (4,229)
Later than 5 years but not later than 10 years (3,097) (4,454) (3,097) (4,454)
Later than 10 years (7,438) (8,782) (7,438) (8,782)
(16,398) (18,042) (16,398) (18,042)
Net Cash Outflows (14,673) (16,402) (14,673) (16,402)
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Inventories
General Government Total State
2021 2020 2021 2020
M M M M
Current
Raw materials 20 16 469 450
Work in progress and finished goods 237 175 328 290
Land held for resale 316 340 317 340
Inventories held for distribution 143 132 143 132
Assets formerly held for lease 4 9 4 9
Environmental certificates held for sale/surrender - - 102 97
Other 4 4 94 85
725 677 1,456 1,403

Inventories (other than those held for distribution) are carried at the lower of cost and net realisable value under AASB 102
Inventories. Cost is determined on the weighted average cost basis and includes expenditure incurred in acquiring the inventories
and bringing them to their present location and condition, except for training costs which are expensed as incurred. Where
inventories are acquired for nil or nominal consideration, the cost is the current replacement cost as at the date of acquisition.

Land held for resale is stated at the lower of cost and net realisable value. Such cost is assigned by specific identification and
includes the cost of acquisition and development. Inventories held for distribution are those inventories which the State distributes for
nil or nominal consideration. These are measured at cost, adjusted for any loss of service potential.

Environmental certificates are recognised in the financial statements at fair market value where fair value is determined by reference
to observable market prices at reporting date.

All inventories are classified as current non-financial assets.
Assets held for sale
Assets held for sale are mainly land and buildings.

Non-current assets classified as held for sale consist of those assets that are determined to be available for immediate sale in their
present condition and where their sale is highly probable within the next twelve months.

In accordance with AASB 5 Non-current Assets Held for Sale and Discontinued Operations, non-current assets held for sale are
measured at the lower of carrying amount and fair value less costs to sell and are not depreciated or amortised.

While an asset is classified as held for sale, an impairment loss is recognised for any write downs of the asset to fair value less
estimated costs to sell. A gain is recognised for any subsequent increases in fair value less costs to sell of an asset but not in excess
of any cumulative impairment loss previously recognised.

Investment properties

Pursuant to AASB 140 Investment Property, properties held to earn rental income or for capital gains purposes are classified as
investment properties. Such properties are valued at fair value. Changes in fair value are recognised in the Operating Statement as
other economic flows and no depreciation expense or asset impairment is recognised. Movements in investment properties were not
material.

Restricted assets

A number of assets included in the consolidated financial statements are classified as restricted assets because their use is wholly or
partially restricted by externally imposed requirements. These assets include:

General Government Total State
2021 2020 2021 2020
M M M M
Rental bond receipts held in managed funds restricted by legislation 960 871 960 871
Funding held for specific assistance programs approved under regulation 253 232 253 232
Cash and property, plant and equipment to be used for other specific purposes 219 217 219 221

1,432 1,320 1,432 1,324
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31. Property, plant and equipment continued
Total State Sector

Gross Accumulated Written down value
depreciation/impairment
2021 2020 2021 2020 2021 2020
M M M M M M
Land 104,779 102,572 (70) (57) 104,709 102,515
Buildings 70,242 66,180 (26,928) (24,924) 43,314 41,256
Infrastructure 173,390 169,203 (56,013) (53,739) 117,377 115,464
Major plant and
equipment 3,032 2,811 (885) (880) 2,147 1,931
Other plant and
equipment 12,334 12,031 (7,503) (7,387) 4,831 4,645
Heritage and cultural
assets 2,368 2,285 (773) (728) 1,596 1,558
ROU assets - Buildings 5,026 4,428 (1,220) (698) 3,806 3,731
ROU assets -
Infrastructure and
other 317 292 (147) (111) 170 182
SCA - non-GORTO 2,565 2,885 (272) (471) 2,293 2,414
Capital work in progress 13,171 9,437 - - 13,171 9,437
387,225 372,125 (93,811) (88,993) 293,414 283,131

Reconciliations of the carrying amount for each class of property, plant and equipment are set out below:

Land Buildings Infrastructure Major plant and
equipment
2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M
Carrying amount at
beginning of year 102,515 101,273 41,256 38,960 115,464 111,838 1,931 1,745
Acquisitions 153 139 790 837 68 254 - -
Disposals (74) (94) (14) 9) (41) (22) - -
Revaluation
increments/(decrements) 2,133 1,097 1,487 1,157 2,240 3,440 201 (21)
Impairment
(losses)/reversals (13) (12) (10) (16) (210) (933) - -
Depreciation and
amortisation - - (1,891) (1,780) (3,026) (3,110) (94) (92)
Net asset transfers (4) 110 1,695 2,105 2,881 3,996 110 299
Carrying amount at end
of year 104,709 102,515 43,314 41,256 117,377 115,464 2,147 1,931

5-48 Audited Consolidated Financial Statements 2020-21 — Queensland Government



31. Property, plant and equipment continued

Total State Sector continued

Reconciliations of the carrying amount for each class of property, plant and equipment are set out below continued:

Notes to the Financial Statements

Other Heritage and cultural assets ROU assets ROU assets
Plant and equipment Buildings Infrastructure and other
2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M
Carrying amount at
beginning of year 4,645 4,765 1,558 1,525 3,731 4,330 182 185
Acquisitions 503 445 2 3 500 83 1,076 1,238
Disposals (27) (37) - - (1) (2) - -
Revaluation
increments/(decrements) (3) (2) 59 60 4 161 1 2
Impairment
(losses)/reversals (51) (148) - - - - - -
Depreciation and
amortisation (890) (873) (37) (39) (581) (547) (44) (43)
Net asset transfers 654 496 14 8 153 (294) (1,045) (1,200)
Carrying amount at end
of year 4,831 4,645 1,596 1,558 3,806 3,731 170 182
SCA - non-GORTO Capital work in Total
progress
2021 2020 2021 2020 2021 2020
$M M M M M M
Carrying amount at
beginning of year 2,414 1,827 9,437 7,806 283,131 274,255
Acquisitions - - 8,109 7,360 11,202 10,359
Disposals - - 4) (5) (160) (168)
Revaluation
increments/(decrements) 131 15 - - 6,253 5,910
Impairment
(losses)/reversals - - (58) (87) (341) (1,195)
Depreciation and
amortisation (51) (63) - - (6,615) (6,547)
Net asset transfers (200) 635 (4,314) (5,638) (56) 517
Carrying amount at end
of year 2,293 2,414 13,171 9,437 293,414 283,131
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31.

Notes to the Financial Statements

Property, plant and equipment continued
Recognition and measurement
Acquisition

Items of property, plant and equipment with a cost or other value greater than the asset recognition threshold of the agency are
initially capitalised and recorded at cost. Queensland Treasury’s Non-Current Asset Policies for the Queensland Public Sector
mandates asset recognition thresholds for departments and not-for-profit statutory bodies as follows:

Asset class Asset recognition threshold

Land $1 (all land)

Buildings $10,000

Infrastructure $10,000

Plant & equipment $5,000

Major plant & equipment An amount greater than or equal to $5,000, the exact amount of which is at the agency’s
discretion.

Heritage & cultural assets $5,000

Work in progress n/a

Library reference collections $1,000,000

Asset recognition thresholds for other entities within the TSS do not exceed the thresholds above.

Items with a cost or other value below each entity’s recognition threshold are expensed in the year of acquisition. Cost is determined
as the value given as consideration, plus costs incidental to the acquisition including all other costs incurred in getting the assets
ready for use. Training, marketing and advertising costs are expensed as incurred.

In accordance with AASB 116 Property, Plant and Equipment, administration and other general overhead costs are expensed in the
year they are incurred. Overhauls and major inspections are only capitalised if it is probable that future economic benefits associated
with them will flow to the entity and their cost can be measured reliably. Any remaining carrying amount of the cost of the previous
inspection/overhaul (as distinct from physical parts) is derecognised.

Assets acquired at no cost or for nominal consideration that can be measured reliably, are recognised initially as assets and
revenues at their fair value at the date of acquisition.

Recording and valuation

Land, buildings, infrastructure, major plant and equipment, heritage and cultural assets, and SCA assets are valued at fair value in
accordance with AASB 13 Fair Value Measurement, AASB 116 and Queensland Treasury’s Non-Current Asset Policies for the
Queensland Public Sector.

Other classes of assets are valued at cost which approximates fair value.

On initial recognition, all costs incurred in purchasing or constructing the asset and getting it ready for use are capitalised to the
value of the asset. Costs also include the initial estimate of the costs of dismantling and restoring the site on which it is located,
where that obligation is recognised and measured in accordance with AASB 137 Provisions, Contingent Liabilities and Contingent
Assets.

Subsequent costs are added to the carrying amount of the asset when it improves the condition of the asset beyond its originally
assessed standard of performance or capacity. Otherwise, subsequent costs are expensed.

Non-current physical assets measured at fair value are comprehensively revalued once every five years or as appropriate, with
interim valuations using relevant indices being otherwise performed on an annual basis. Separately identified components of assets
are measured on the same basis as the assets to which they relate.

Any revaluation increment arising on the revaluation of an asset is credited to the asset revaluation reserve for that class of assets,
except to the extent it reverses a revaluation decrement for the class of assets previously recognised as an other economic flow
included in the operating result. A decrease in the carrying amount on revaluation is charged as an other economic flow included in
the operating result, to the extent it exceeds the balance of the relevant asset revaluation reserve for the same class of assets.
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31. Property, plant and equipment continued
Recognition and measurement continued

Recording and valuation continued

Items or components that form an integral part of an asset are recognised as a single asset (functional asset). The recognition
threshold is applied to the aggregate cost of each functional asset. Energy entities’ easements are disclosed as part of property,
plant and equipment because they are considered to be an integral part of the property, plant and equipment of those entities.

Land under roads
The value included in the balance of land under roads is approximately $63 billion (2020: $62.3 billion).

All land under roads acquired is recorded at fair value in accordance with AASB 13 and AASB 116 using an englobo basis based on
the statutory land valuations (as agreed by all state Valuers-General in 2009).

The englobo method reflects the characteristics that would be taken into account by a potential buyer of land under roads that is
made available for sale (after having the legislative restriction removed). Englobo valuation is inclusive of all potential land uses and
assumes that if removal of the legislative restriction occurred, land under roads would revert to its original state before subdivision.
The methodology is appropriate for all land under roads, regardless of its location or whatever type of road infrastructure (if any) is
currently on it.

Fair value is determined by the State Valuation Services using an acceptable, reliable valuation methodology which is undertaken by
multiplying the total area of land under roads within each local government area by the average statutory value of all freehold and
leasehold land within the corresponding local government area. The statutory valuations for non-rural land are determined on the
basis of site value, with the unimproved value used for rural land.

Property, plant and equipment held for rental

Items of property, plant and equipment that have been held for rental to others are routinely sold in the course of the State’s ordinary
business. These assets are transferred to inventories at their carrying amount when they cease to be rented and become held for
sale. Cash flows received from the subsequent sale of assets that were previously held for rental to others and cash paid to
purchase these assets are recognised as operating activities rather than investing activities.

Right-of-use (ROU) assets

Right-of-use assets, including those from concessionary leases, are measured at cost on initial recognition, and are subsequently
measured using the cost model. ROU assets are depreciated over the lease term, except where the State expects to obtain
ownership of the asset at the end of the lease, in which case depreciation is over the useful life of the underlying asset.

The State has elected not to recognise ROU assets arising from short-term leases and leases of low value assets. The lease
payments are instead expensed on a straight-line basis over the lease term. An asset is considered low value if it is expected to cost
less than $10,000 when new.

Where a contract contains both lease and non-lease components such as asset maintenance services, the State allocates the
contractual payments to each component on the basis of their stand-alone prices, except for leases of plant and equipment, where
the State accounts for them as a single lease component. This is also the case for accommodation leases where the base rent is ‘all
inclusive’ as the non-lease component cannot be reliably measured.
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Notes to the Financial Statements

Property, plant and equipment continued
Recognition and measurement continued
Recording and valuation continued

Right-of-use (ROU) assets continued

Details of major leasing activities

Commercial office | The State leases a portfolio of commercial accommodation, primarily through the Queensland Government
accommodation - | Accommodation Office, represented by ROU assets (buildings).

1.9 billion
$ t These leases are negotiated on an individual basis and contain a wide range of different terms and conditions in

order to achieve the best whole of Government outcome. The State is exposed to potential future increases in
variable lease payments based on CPI or market rates, which make up approximately 12% of the portfolio and these
are not included in the lease liability until they take effect. When adjustments to lease payments based on CPI or
market rates do take effect, the lease liability is reassessed and adjusted against the ROU asset.

Extension options are included in the majority of office accommodation leases, however these are not included in
the lease term assessed at commencement date due to the State not being reasonably certain that they will be
used. In determining whether these options should be included in the lease term assessed at commencement date,
the State considers its current office accommodation strategic plan and its history of exercising extension options.
The lease term is reassessed if the State becomes reasonably certain that an extension option will be exercised.

The lease agreements do not impose any covenants other than the security interests in the leased assets that may
be held by the lessor.

Buildings on Deed | The State has concessionary leases consisting of buildings on Deed of Grant in Trust land. These buildings are
of Grant in Trust leased from a number of Aboriginal and Torres Strait Islander councils on below-market rental terms.

land - $820 million
$ The leases facilitate the construction and/or refurbishment of properties on communal land in accordance with the

National Partnership on Remote Housing, entered into between the Australian Government and the Queensland
Government. The State is responsible for construction, upgrades, maintenance and insurance of the properties and
the use of the properties is restricted to social housing purposes.

The State also entered into a lease during the year with Australian Unity for the Surgical, Treatment and Rehabilitation Services (STARS)
facility. See Note 26 for further details.

Due to the adoption of AASB 1059 Service Concession Arrangements: Grantors this year, previously reported ROU assets at 30 June 2020
of $1.87 billion relating to the Toowoomba Bypass and Gold Coast Light Rail have been transferred to service concession assets —
non-GORTO.

The accounting for the New Generation Rollingstock assets was also reviewed and a further $1.353 billion previously reported ROU assets
at 30 June 2020 have been transferred to major plant and equipment and buildings, as the State has ownership of the assets throughout
the term of the contract.

Interest expense on lease liabilities is disclosed in Note 13. Cash outflows for leases are disclosed in Note 40(b). The State’s expenses
relating to short-term leases, leases of low value assets and variable lease payments are not material.

Service concession assets — non-GORTO

The State applied AASB 1059 for the first time in 2020-21; transitional policies and impacts are disclosed in Note 1(e).

Non-GORTO refers to those SCAs where the State pays the operator to construct, maintain and operate an asset that delivers public
services. This is distinct from Grant of Right to Operate (GORTO) arrangements where the State grants the operator a right to charge for
third party usage of the asset or a right to access a revenue-generating asset located on State land. Service concession assets and
liabilities arising from GORTO arrangements are separately disclosed in Note 33 because they do not fit within the Government Finance
Statistics framework.
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Notes to the Financial Statements

Property, plant and equipment continued
Recognition and measurement continued
Recording and valuation continued

Service concession assets — non-GORTO continued

The State’s non-GORTO arrangements at 30 June 2021 are the Toowoomba Bypass and Gold Coast Light Rail - G:link. More details about
these arrangements can be found in Note 26.

Service concession assets are measured at current replacement cost on initial recognition or reclassification and are subsequently
measured at fair value determined using current replacement cost. The assets are depreciated on a straight-line basis over their
components’ useful lives which range from 29 to 82 years. The assets are categorised at level 3 in the fair value hierarchy. The valuation
methodology and significant unobservable inputs are the same as for level 3 buildings and roads and track infrastructure, as disclosed in
this note.

Impairment

Property, plant and equipment assets are assessed for indicators of impairment on an annual basis. If an indicator of possible impairment
exists, the State determines the asset’s recoverable amount, being the higher of the asset’s fair value less costs to sell and current
replacement cost. Any amount by which the asset’s carrying amount exceeds the recoverable amount is recorded as an impairment loss.

An impairment loss is recognised as an other economic flow included in the operating result, unless the asset is carried at a revalued
amount. When assets are measured at a revalued amount, the impairment loss is offset against the asset revaluation surplus of the relevant
class. Impairment losses are reversed when there is an indication that the impairment loss may no longer exist and there has been a
change in the estimated recoverable amount.

Refer to Note 16 for further information on the State’s policy on impairment and for any impairment losses recognised in the Operating
Statement.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date under current market conditions (i.e. an exit price) regardless of whether that price is directly derived
from observable inputs or estimated using another valuation technique.

Observable inputs are publicly available data that are relevant to the characteristics of the assets/liabilities being valued. Observable inputs
used by the State include, but are not limited to, published sales data for land and general office buildings.

Unobservable inputs are data, assumptions and judgements that are not available publicly but are relevant to the characteristics of the
assets/liabilities being valued. Significant unobservable inputs used by the State include, but are not limited to, subjective adjustments made
to observable data to take account of the characteristics of the State’s assets/liabilities, internal records of recent construction costs (and/or
estimates of such costs) for assets’ characteristics/functionality, and assessments of physical condition and remaining useful life.
Unobservable inputs are used to the extent that sufficient relevant and reliable observable inputs are not available for similar
assets/liabilities.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic benefits by using
the asset in its highest and best use.

All assets and liabilities of the State for which fair value is measured or disclosed in the financial statements are categorised within the

following fair value hierarchy, based on the data and assumptions used in the most recent specific appraisals:

- Level 1: represents fair value measurements that reflect unadjusted quoted market prices in active markets for identical assets and
liabilities;

- Level 2: represents fair value measurements that are substantially derived from inputs (other than quoted prices included within level
1) that are observable, either directly or indirectly; and

- Level 3: represents fair value measurements that are substantially derived from unobservable inputs.

None of the State’s valuations of non-financial assets are eligible for categorisation into level 1 of the fair value hierarchy.

More specific fair value information about the State’s property, plant and equipment is outlined below.
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31. Property, plant and equipment continued

Level 3 fair value reconciliation
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Notes to the Financial Statements

Property, plant and equipment continued

Level 3 fair value reconciliation continued

Total State Sector

Carrying amount at beginning of year
Acquisitions

Disposals

Revaluation increments/(decrements)
Impairment (losses)/reversals
Depreciation and amortisation

Net asset transfers

Carrying amount at end of year

Carrying amount at beginning of year
Acquisitions

Disposals

Revaluation increments/(decrements)
Impairment (losses)/reversals
Depreciation and amortisation

Net asset transfers

Carrying amount at end of year

Land Buildings Infrastructure Major plant and
equipment
2021 2020 2021 2020 2021 2020 2021 2020
M M M M M M M M
14,987 14,702 37,349 34,614 115,304 111,790 1,850 1,653
10 5 725 762 63 250 - -
(56) (30) (35) (82) (42) (21) - -
953 109 1,404 1,266 2,243 3,439 218 (15)
(6) () (10) (13) (130) (908) - -
- - (1,728) (1,654) (3,010) (3,094) (84) (84)
(5) 208 708 2,455 2,782 3,848 106 297
15,882 14,987 38,412 37,349 117,209 115,304 2,090 1,850
Heritage and cultural SCA - non-GORTO ROU assets Total
assets
2021 2020 2021 2020 2021 2020 2021 2020
M S M M M &Y M M
1,542 1,514 2,209 1,626 - 682 173,240 166,581
6 7 - - - - 804 1,025
- - - - - - (133) (133)
56 51 136 15 - - 5,009 4,864
- - - - - - (147) (928)
(21) (37) (51) (54) - - (4,895) (4,924)
(26) 7 - 622 - (682) 3,565 6,755
1,557 1,542 2,293 2,209 - - 177,444 173,240
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Notes to the Financial Statements

Property, plant and equipment continued

Level 3 significant valuation inputs and relationship to fair value

General Government Sector

Description

Fair
value
2021
$M

Significant unobservable inputs

Land

14,597

Level 3 land assets are mainly held by the Department of Resources and Department of Environment
and Science. These assets are classified as reserves, unallocated state land, national parks and
leasehold land.

The valuation of reserves and unallocated state land is based, where possible, on recent sales in the
general location of the land, adjusted for specific attributes of, and restrictions on, the land being
valued. As such, the most significant unobservable input into the valuation of reserves and unallocated
state land is the valuers’ professional judgement applied in determining the fair value.

National park land is valued with reference to sales of land with a similar topography and location.
This market data is adjusted by the valuer to reflect the nature of restrictions upon national park land.
Accordingly, the most significant input to the valuation of national park land is the valuers’ judgement in
relation to the adjustments potential market participants would make to the price paid for this land in
light of the restrictions.

Leasehold land is valued using the present value of the future income from leases over the land. In
calculating the value of leasehold land, the discount rate applied to the leases is a significant
unobservable input.

Buildings

36,288

Buildings classified as Level 3 are those which, due to their specialised nature and/or construction, do
not have an active market. These assets are generally valued using a current replacement cost
approach.

Within level 3 buildings, major sub-groups exist which are valued using similar methods. The most
significant of these groups are schools and early childhood buildings, correctional centres, court
houses and juvenile justice facilities, health services buildings (including hospitals) and social housing.

Schools and early childhood buildings are valued on a current replacement cost basis, utilising
published current construction costs for the standard components of the buildings. Adjustment and
allowances are made for specialised fit out requirements and more contemporary construction/design
approaches. Significant judgement is also required in determining the remaining service life of these
buildings.

Correctional centres, court houses and juvenile justice facilities are valued using a current
replacement cost approach. Significant inputs into this approach are construction costs, locality
allowances for regional and remote facilities, remaining useful life and current condition assessments.

Social housing is valued using market based inputs. However, because multi-unit properties do not
have separate titles, significant adjustments are made by valuers. Significant unobservable inputs to
the valuers’ adjustments are the discount rate applied to represent the cost of obtaining strata title.

Health services buildings (including hospitals) are valued using current replacement cost. In
determining the replacement cost of each building, the estimated replacement cost of the asset, or the
likely cost of construction including fees and on costs at the valuation date, is assessed based on
historical records and adjusted for contemporary design/construction practices. The resulting values
are adjusted using published locality indices to allow for regional and remote location. The valuers
apply professional judgement in assessing the assets’ current condition and remaining service lives.
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31. Property, plant and equipment continued

Level 3 significant valuation inputs and relationship to fair value continued
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31. Property, plant and equipment continued

Level 3 significant valuation inputs and relationship to fair value continued

Total State Sector

Description

Fair
value
2021

$M

Significant unobservable inputs

Infrastructure
SCA -
non-GORTO

117,209

2,293

In addition to the infrastructure assets identified above in the GGS, level 3 infrastructure and
SCA non-GORTOs for the TSS includes rail, ports, electricity and water infrastructure assets.

The majority of water infrastructure assets (mainly Seqwater) are valued using an income-
based approach. Unobservable inputs in this type of valuation include assumptions about future
market conditions and selection of an appropriate discount rate. The discount rate is a
significant unobservable input to the valuation of water infrastructure.

Port infrastructure has been largely valued using an income-based approach. Inherent in this
valuation process are assumptions in relation to future operating cash flows, projected capital
replacement and selection of an appropriate discount rate (equal to the Weighted Average Cost
of Capital) for the organisation holding the assets. The discount rate has a significant impact
upon the final valuation and, being based upon professional judgement, is an unobservable
input.

The valuation of electricity distribution and transmission infrastructure is undertaken using
an income-based approach. Being regulated assets, significant professional judgement is
required in forecasting future cash flows. The significant unobservable inputs affecting the
valuation of electricity infrastructure include assumptions about future revenue cash flows, future
capital expenditure requirements and selection of an appropriate discount rate.

The valuation of National Electricity Market connected power stations is based on an
income approach using a pre-tax nominal cash flow and discount rate model and various
demand, supply and Renewable Energy Target scenarios. The significant unobservable inputs
affecting the valuation include assumptions about electricity spot prices, contract load and
premium and discount rate.

The majority of rail infrastructure is valued using a current replacement cost methodology
except for regional freight assets which are valued on a discounted cash flow basis. The
significant unobservable inputs to the current replacement cost valuation are costs to replace
existing assets and the assessments of current asset condition and remaining useful life.

Major plant and
equipment

2,090

Maijor plant and equipment in the TSS, in addition to that in the GGS, is primarily Queensland
Rail rollingstock.

Rollingstock is valued using a current replacement cost approach. The significant
unobservable inputs to the valuation of rollingstock are estimated costs to replace existing
assets and the assumptions made about current asset condition and remaining useful life.

Assets not recognised

The following assets are not recognised in the Balance Sheet:

Railway corridor land

Under the Transport Infrastructure Act 1994, railway corridor land was rendered State land under the control of the Department of
Resources which, for reporting purposes, recorded the land at nil value. This land is on-leased to Queensland Rail via the Department
of Transport and Main Roads at no cost.
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31. Property, plant and equipment continued
Total State Sector continued
Library collections

Purchases for common use collections are expensed as they are incurred, except for the State Library’s Library Collection. Purchases
for this collection are capitalised and held at fair value in accordance with Queensland Treasury’s Non-Current Asset Policies for the
Queensland Public Sector, except for certain heritage assets whose value cannot be reliably measured.

User funded assets

Certain wharf facilities, bulk sugar terminals, bulk molasses terminals, bulk grain terminals and grain loading facilities have been
constructed on land controlled by Queensland port corporations. These assets are not included in the Balance Sheet as users of the
assets have either fully or partially funded these facilities and they are either not considered to be controlled by the corporations or no
income will flow from the facilities.

Heritage assets

Certain heritage assets, including artefacts, memorabilia and other historical objects held by agencies, have not been valued or
included in the Balance Sheet because of the unique nature of the items and the difficulty in determining a reliable value.
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32. Intangibles

General Government Sector

Software development
Purchased software
Other

Total State Sector

Software development
Purchased software
Licences and rights
Other

Intangible assets are recognised in accordance with AASB 138 Intangible Assets. Software is classified as an intangible asset, rather
than property, plant and equipment unless it is an integral part of the related hardware.

Internally generated goodwill, brands and items of similar substance, as well as expenditure on initial research, are specifically

Notes to the Financial Statements

Gross Accumulated Amortisation Written down value

2021 2020 2021 2020 2021 2020
M M M M M M
2,238 2,094 (1,380) (1,378) 858 716
343 353 (278) (274) 65 79
59 61 (28) (29) 31 33
2,639 2,508 (1,686) (1,681) 953 828
Gross Accumulated Amortisation Written down value

2021 2020 2021 2020 2021 2020
M M M M M ™M
3,782 3,427 (2,247) (2,161) 1,534 1,267
681 689 (500) (498) 181 191
116 116 (103) (103) 13 13
367 365 (179) (173) 187 193
4,945 4,598 (3,030) (2,934) 1,915 1,664

excluded from being recognised in the Balance Sheet.

In accordance with the Non-Current Assets Policies for the Queensland Public Sector, the recognition threshold for departments and

statutory bodies is $100,000. Items with a lesser value are expensed. The threshold for other entities does not exceed this amount.

Internally generated intangible assets are only revalued where an active market exists for the asset in question, otherwise they are

measured at cost.

For information on impairment policies, refer to Note 16.
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33. Service Concession Arrangements — GORTO

General Government Total State
2021 2020 2021 2020
M M $Mm M

Service concession assets - GORTO
Gross 11,564 11,531 11,564 11,531
Less: Accumulated depreciation 1,625 1,501 1,625 1,501

9,939 10,030 9,939 10,030
Service concession assets - GORTO movement reconciliation:
Carrying amount at beginning of year 10,030 9,871 10,030 9,871
Net revaluation increments 75 291 75 291
Depreciation expense (134) (132) (134) (132)
Transfers (32) - (32) -
Carrying amount at end of year 9,939 10,030 9,939 10,030
Service concession liabilities - GORTO
Carrying amount at beginning of year 7,867 8,101 7,867 8,101
Amortisation (233) (234) (233) (234)
Carrying amount at end of year 7,633 7,867 7,633 7,867

Refer Note 1(e) for the accounting policy for GORTO assets and liabilities. The assets are depreciated over their useful lives and the
liabilities (which are unearned revenue) are amortised over the terms of the SCAs. The net Operating Statement impact is reflected
in Note 20.

Refer Note 26 for further details of individual GORTO arrangements.

34. Other non-financial assets

General Government Total State
2021 2020 2021 2020
M M M M
Current

Prepayments 528 482 632 605
Other 63 62 75 68
591 543 707 673

Non-current
Prepayments 216 213 237 234
Other 8 8 9 9
224 221 245 243
815 764 952 916

Other non-financial assets primarily represent prepayments by the State. These prepayments include salaries and wages, grant
payments, prepayments under finance lease agreements and payments of a general nature made in advance.
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35. Payables
General Government Total State
2021 2020 2021 2020
M M M M
Current
Trade creditors 2,352 2,088 3,672 2,937
Grants and other contributions 299 1,607 250 1,562
GST payable 50 49 138 123
Other payables 1,899 1,832 1,987 1,925
4,600 5,575 6,047 6,548
Non-current
Trade creditors 120 103 169 146
Other payables 5 5 7 6
125 108 176 152
4,725 5,683 6,223 6,700
Payables mainly represent amounts owing for goods and services provided to the State prior to the end of the financial year. The
amounts are unsecured, are usually paid within 30 days of recognition and are non-interest bearing.
Payables are recognised at amortised cost using the effective interest rate method.
36. Employee benefit obligations
(a) Superannuation liability
General Government Total State
2021 2020 2021 2020
M M M M
Current
Superannuation (refer Note 48) 1,808 1,764 1,808 1,764
Judges’ pensions (refer Note 48) 27 26 27 26
1,836 1,789 1,836 1,789
Non-current
Superannuation (refer Note 48) 24,359 25,033 24,086 24,881
Judges’ pensions (refer Note 48) 1,127 977 1,127 977
25,486 26,010 25,213 25,858
27,322 27,800 27,049 27,648
The State recognises a superannuation liability in respect of the various employees’ accrued superannuation benefits and represents
the difference between the net market value of plan assets and the estimated accrued superannuation benefits at year end.
The present value of the accrued benefits is calculated using the projected unit credit method and represents the actuarial value of
all benefits that are expected to become payable in the future in respect of contributions made or periods of service completed prior
to the valuation date, allowing for future salary increases.
The costs of providing future benefits to employees are recognised over the period during which employees provide services. All
superannuation plan costs, excluding actuarial gains and losses, are recognised in the Operating Statement. Actuarial gains and
losses are recognised directly in equity on an annual basis and represent experience adjustments (the effects of differences between
the previous actuarial assumptions and what has actually occurred e.g. investment returns on plan assets) and the effects of
changes in actuarial assumptions underlying the valuation.
For the State Public Sector Superannuation Scheme (QSuper), expected future payments are discounted using market yields at the
reporting date on Government bonds with terms to maturity that match the estimated future cash outflows. The gross discount rate
for 10 year Commonwealth bonds at 30 June 2021 was 1.5% (2020: 0.9%).
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Employee benefit obligations continued
(@) Superannuation liability continued
Superannuation/retirement benefit obligations continued

Employees in the electricity industry contribute to an industry multiple employer superannuation fund, Energy Super Fund (ESF). The
ESF uses discount rates that are more closely aligned to the corporate bond rate (refer Note 48).

Future taxes are part of the provision of the existing benefit obligations and are taken into account in measuring the net liability or
asset.

(b)  Other employee benefits

General Government Total State
2021 2020 2021 2020
M M M M
Current
Salary and wages payable 609 864 743 957
Annual leave 2,466 2,229 2,729 2,486
Long service leave 622 547 1,156 1,068
Other employee entitlements 56 112 169 207
3,753 3,752 4,797 4,719
Non-current
Long service leave 5,147 4,566 5,206 4,621
Other employee entitlements 14 9 26 20
5,160 4,576 5,232 4,640
8,914 8,327 10,029 9,359

Wages, salaries and sick leave

Liabilities for wages and salaries are accrued at year end. For most agencies, sick leave is non-vesting and is expensed as incurred.
Liabilities have been calculated based on wage and salary rates at the date they are expected to be paid and include related
on-costs.

Annual leave

The Annual Leave Central Scheme (ALCS) was established on 30 June 2008 to centrally fund annual leave obligations of
departments, commercialised business units and shared service providers. Members pay a levy equal to their accrued leave cost
into the scheme and are reimbursed by the scheme for annual leave payments made to their employees. Entities that do not
participate in the ALCS continue to determine and recognise their own leave liabilities.

The State’s annual leave liability has been calculated based on wage and salary rates at the date they are expected to be paid and
includes related on-costs. In accordance with AASB 119 Employee Benefits, where annual leave is not expected to be paid within 12
months, the liability is measured at the present value of the future cash flows.

Long service leave

From 1 July 2019, a levy of 2.35% of salary and wages costs is paid by participating agencies (predominantly Government
departments) into the Long Service Leave Central Scheme which was introduced in 1999-2000. Amounts paid to employees for long
service leave are then claimed from the scheme as a reimbursement. The liability is assessed annually by the State Actuary.

The valuation method used incorporates consideration of expected future wage and salary levels, experience of employee
departures and periods of service. On-costs have been included in the liabilities and expenses for the Long Service Leave Central
Scheme. These amounts have not been separately identified as they are not material in the context of the State’s overall employee
entitlement liabilities.

The State’s long service leave provisions are calculated in accordance with AASB 119 using yield rates of Government bonds at
reporting date and actuarial assumptions which are mutually compatible. The gross discount rate for 10 year Commonwealth bonds
at 30 June 2021 was 1.5% (2020: 0.9%).

Entities that do not participate in the Long Service Leave Central Scheme determine their liability for long service leave based on the
present value of estimated future cash outflows to be made.
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37.

(b)  Other employee benefits continued

Termination benefits

Notes to the Financial Statements

Termination benefits are payable when employment is terminated before the normal retirement date or when an employee accepts a
voluntary redundancy in exchange for these benefits. The State recognises termination benefits when it is demonstrably committed
to either terminating the employment of employees according to a detailed formal plan without possibility of withdrawal or providing
termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 months after

balance date are discounted to present value.

Deposits, borrowings and advances, securities and derivatives

(a) Deposits held

Current
Deposits at fair value through profit or loss
Interest bearing security deposits

(b) Advances received

Current
Commonwealth
Public Non-financial Corporations

Non-current
Commonwealth

(c) Borrowing with QTC

Current
Non-current

General Government Total State
2021 2020 2021 2020
M $Mm $Mm M
- - 6,388 7172
- - 12 12
- - 6,399 7,185
General Government Total State
2021 2020 2021 2020
M M M M
39 67 39 67
1,135 1,491 - -
1,174 1,558 39 67
261 286 261 286
1,435 1,845 300 354
General Government Total State
2021 2020 2021 2020
M M M M
37 61 - -
46,116 37,509 - -
46,153 37,570 - -

At 30 June 2021, $2.26 billion (2020: nil) was held in a redraw facility, offsetting borrowing with QTC in the Balance Sheet.
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37. Deposits, borrowings and advances, securities and derivatives continued

(d) Leases and other loans

General Government Total State
2021 2020 2021 2020
M M M M
Current
Lease liability 474 456 540 521
SCA - non-GORTO liabilities 88 30 33 30
Loans - other 25 34 105 119
532 520 679 670
Non-current
Lease liability 2,719 2,559 3,159 3,045
SCA - non-GORTO liabilities 661 694 661 694
Loans - other 3,792 2,712 4,107 2,974
7,172 5,965 7,926 6,713

Lease liabilities are effectively secured, as the rights to the leased assets revert to the lessor in the event of a default. Interest on
finance leases is recognised as an expense as it accrues.

(e) Securities and derivatives

General Government Total State
2021 2020 2021 2020
M M M M
Current
Government securities issued - - 8,112 14,513
Derivatives
Cash flow hedges - - 253 116
Other derivatives - - 590 800
- - 8,956 15,429
Non-current
Government securities issued - - 114,271 98,362
Derivatives
Cash flow hedges - - 94 23
Other derivatives 220 198 867 1,212
220 198 115,232 99,596
220 198 124,189 115,025

Financial liabilities disclosed above are classified as either financial liabilities held at amortised cost or as financial liabilities at fair
value through profit or loss. The carrying amount of financial liabilities in each of the categories is disclosed in Note 47.

Financial liabilities held at amortised cost

Financial liabilities held at amortised cost are initially measured at fair value plus any directly attributable transaction costs and
subsequently measured at amortised cost using the effective interest method.

Financial liabilities measured at amortised cost include interest bearing security deposits, borrowing with QTC, advances from the
Australian Government and PNFCs, lease liabilities, service concession liabilities and other loans (except those held by QTC). The
borrowing with QTC and advances from PNFCs are eliminated on consolidation of the TSS.

Financial liabilities at fair value through profit or loss

Financial liabilities are categorised as fair value through profit or loss if they are classified as held for trading or designated so upon
initial recognition. Financial liabilities at fair value through profit or loss are valued at fair value at balance date. Unrealised gains and
losses are brought to account as other economic flows included in the operating result.
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Notes to the Financial Statements

Deposits, borrowings and advances, securities and derivatives continued
Financial liabilities at fair value through profit or loss continued

Financial liabilities at fair value through profit or loss include deposits and other loans held by QTC, Government securities issued by
QTC, and derivatives. In relation to deposits, income derived from their investment accrues to depositors daily. The amount shown in
the Balance Sheet represents the market value of deposits held at balance date. Collateral held and securities which are sold under
agreements to repurchase are disclosed as deposits.

Government securities issued include short-term treasury notes, Australian bonds and floating rate notes principally raised by QTC.
Derivative financial instruments

The State, through its controlled entities, enters into derivative financial instruments in the normal course of business in order to
hedge exposure to movements in interest rates, electricity prices and foreign currency exchange rates. GGS holds an electricity
derivative instrument related to renewable solar energy investment projects.

Derivative financial instruments are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently remeasured to their fair value at each reporting period.

Derivative instruments are used to hedge the State’s exposures to interest rate, foreign currency, commodity prices and credit risks
as part of asset and liability management activities. In addition, they may also be used to deliver long term floating rate or fixed rate
exposure. Derivatives that meet certain criteria may be designated as either hedges of the fair value of recognised assets or
liabilities or firm commitments (fair value hedges) or as hedges of the cash flows of recognised assets and liabilities and highly
probable forecast transactions (cash flow hedges). Gains or losses on fair value hedges are recognised as other economic flows
included in the operating result. Gains or losses on the effective portion of cash flow hedges are recognised directly in the hedge
reserve in equity, while the ineffective portion is recognised immediately as other economic flows included in the operating result.

Amounts taken to the hedge reserve in equity are transferred to the operating result when the hedged transaction affects the
operating result, such as when a forecast sale or purchase occurs, or when the hedge becomes ineffective. Where the forecast
transaction that is hedged results in recognising a non-financial asset or liability, the gains or losses previously deferred in equity are
transferred to the carrying amount of the asset or liability.

When a hedging instrument expires or is sold or terminated, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity and is recognised in the operating result or in the carrying
amount of an asset or liability when the forecast transaction occurs. When a forecast transaction is no longer expected to occur, the
cumulative gain or loss that was reported in equity is immediately transferred to the operating result.

All derivatives are carried as assets when fair value is positive and liabilities when fair value is negative. Derivative assets are
disclosed in Note 24(a) and derivative liabilities are disclosed in part (e) of this note. Derivative instruments used by the State include
options, futures contracts, electricity derivative contracts, forward starting loans, forward rate agreements, foreign exchange
contracts, cross currency swaps and interest rate swaps. Some derivatives qualify for cash flow hedge accounting as detailed below.

(i)_Cash flow hedges
Risk management strategy

The State applies hedging accounting on eligible electricity derivatives (mostly price swaps, futures, and options) that are used to
protect against movements in the price of electricity. The economic relationship is determined by matching the critical terms, such as
forecasted volume and time period, between the hedging instrument and the hedged item. The hedge ratio for these hedging
relationships is intended to be 100 per cent. However, the inherent variability in the volume of electricity demand and sales means
that actual sales and purchases volumes can vary from the forecasts. These variances are the main source of hedge ineffectiveness.

The State also enters into forward exchange contracts and cross currency swaps to protect against foreign exchange movements.
The total amount of these derivatives is not material.
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37. Deposits, borrowings and advances, securities and derivatives continued
Derivative financial instruments continued
(i)_Cash flow hedges continued
Amount, timing and uncertainty of future cash flows

The electricity derivatives are recognised at trade date and settled net, with the majority of cash flows expected within six years. The
nominal amount of electricity hedges outstanding and their price ranges are as follows:

Total State Sector

Nominal Price
quantity range
GWh $/MWh
2021
Electricity derivatives designated as cash flow hedges of electricity sales 32,117 31to 120
Electricity derivatives designated as cash flow hedges of electricity purchases 9,653 32 to 89
2020
Electricity derivatives designated as cash flow hedges of electricity sales 33,674 33 to 102
Electricity derivatives designated as cash flow hedges of electricity purchases 7,505 34 to 145
Effects of hedge accounting on financial position and performance
Total State
2021 2020
M M
Carrying amount of hedging instruments - assets 122 589
Carrying amount of hedging instruments - liabilities 348 141
Change in fair value of hedging instruments - gain/(loss) - for calculating hedge ineffectiveness (790) 764
Change in value of hedged items - gain/(loss) - for calculating hedge ineffectiveness 768 (763)
Hedge ineffectiveness recognised in profit or loss (See Note 16) 6 1
Cash flow hedge reserve reconciliation:
Opening balance 400 (248)
Effective portion of hedging gains or losses recognised in equity (765) 763
Amounts reclassified to profit or loss - hedged item has affected profit or loss 1 40 (122)
Amounts reclassified to profit or loss - hedged future cash flows no longer expected to occur 10 8
Amounts included in the carrying amount of a non-financial asset or liability 1 (1)
Closing balance (314) 400

1 Reclassification adjustments are included in sales of goods and services (for sales) in Note 5 or other operating expenses (for
purchases) in Note 11.

The closing balance of the cash flow hedge reserve relates to continuing hedges, with the exception of $39 million losses
(2020: $31 million gains) that relates to hedge relationships for which hedge accounting is no longer applied.

No amounts were recognised in or transferred from hedging reserves by GGS entities in 2021 or 2020.

Audited Consolidated Financial Statements 2020-21 — Queensland Government 5-67



Notes to the Financial Statements

37. Deposits, borrowings and advances, securities and derivatives continued
Derivative financial instruments continued
(i) Derivatives which do not qualify for hedge accounting
Certain derivatives do not qualify for hedge accounting as they are held for trading or not designated as hedges. These instruments
typically include some electricity derivatives such as swaps, caps and options and environmental derivatives contracts, such as
forward contracts and options. Interest rate swaps, forward rate agreements, options and credit default swaps are also used to
hedge exposure to interest rate movements, foreign currency and credit risks but are not hedge accounted.
38. Provisions
General Government Total State
2021 2020 2021 2020
M M M $Mm
Current
Outstanding claims
Workers’ compensation - - 1,506 1,394
Other 216 230 228 240
Onerous contracts - - 23 1"
National Injury Insurance Scheme Queensland - - 108 50
Queensland Government Insurance Fund 372 436 372 436
Other 218 315 299 414
807 980 2,536 2,545
Non-current
Outstanding claims
Workers’ compensation - - 2,392 2,093
Other 1,093 1,355 1,110 1,368
Onerous contracts - - 114 51
National Injury Insurance Scheme Queensland - - 3,043 2,388
Queensland Government Insurance Fund 3,128 2,188 3,128 2,188
Other 340 320 1,053 1,401
4,561 3,863 10,840 9,489
5,368 4,843 13,376 12,034
Provisions are recognised when there is a present legal or constructive obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation and the amount has been reliably estimated. Where there are a number
of similar obligations, the likelihood that an outflow will be required is determined by considering the class of obligations as a whole.
Provisions are measured at the present value of the estimate of the expenditure required to settle the present obligation at the
reporting date. The discount rate used to determine the present value reflects current market assessment of the time value of money
and risks specific to the liability.
Outstanding claims
The liability for outstanding claims is measured as the present value of expected future payments, the majority of which are
actuarially assessed. The liability includes outstanding claim recoveries and reinsurance receivables.
In accordance with AASB 1023 General Insurance Contracts, the claims liability includes a risk margin in addition to expected future
payments. These liabilities are discounted for the time value of money using risk-free discount rates that are based on current,
observable, objective rates.
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38. Provisions continued
Outstanding claims continued
(i) Workers’ Compensation

WorkCover Queensland is the main provider of workers’ compensation insurance in Queensland. The discount rate applied to
Workers’ Compensation gross outstanding claims as at 30 June 2021 was 1.8% (2020: 1.3%) and the inflation rate was 2.5% (2020:
2.3%). The risk margin applied was 9% (2020: 10%).

(ii) National Redress Scheme for Survivors of Institutional Child Sexual Abuse (National Redress Scheme)

The National Redress Scheme for Survivors of Institutional Child Sexual Abuse commenced on 1 July 2018 with Queensland
Government participation from 19 November 2018. The Scheme will run for 10 years and will provide eligible applicants support
through a monetary payment capped at $150,000.

The provision for the National Redress Scheme includes an estimate of Queensland’s future payments to the Commonwealth
including amounts for monetary payments, counselling, psychological care, legal and administrative costs and offsets for payments
previously made to survivors under the Forde Redress Scheme and the proportion of survivors estimated to pursue civil damages
instead of a monetary payment under the National Redress Scheme.

(iii) National Injury Insurance Scheme Queensland (NIISQ)

NIISQ was established on 1 July 2016 to provide ongoing lifetime treatment, care and support services for people who sustain
eligible, serious personal injuries in a motor vehicle accident on or after 1 July 2016, regardless of fault.

The NIISQ is funded via a levy which Queensland motorists pay in conjunction with their Compulsory Third Party (CTP) premium and
registration. The levy is set annually and is based on actuarial advice to fully fund present and likely future liabilities of the scheme.
Scheme liabilities are long term in nature and estimates of costs are sensitive to underlying financial assumptions for inflation and
the discount rate. Actuarial assumptions underpinning the levy adopt long-term assumptions for inflation and the discount rate to
support year to year levy stability (3.2% p.a. and 4.0% p.a. respectively for 2020-21).

NIISQ provisions are assessed annually by independent actuaries and are measured in accordance with AASB 137 as the present
value of the expected future payments for claims of the NIISQ incurred up to 30 June 2021, including claims incurred but not
reported. The estimate of the NIISQ provision is based on market consistent assumptions of 2.9% p.a. inflation and the discount rate
of 2.7% p.a. as at 30 June 2021 (2.9% and 2.5% respectively for 2020).

(iv) Queensland Government Insurance Fund (QGIF)

QGIF was established as a centrally managed self-insurance fund for the State’s insurable liabilities covering property, medical and
other liabilities and is an administrative arrangement within the Consolidated Fund. QGIF aims to improve the management of
insurable risks through identifying, providing for and funding the Government’s insurance liabilities. Participating Government
agencies pay premiums into the fund to meet the cost of claims and future insurable liabilities. QGIF outstanding claim liabilities are
reported at the whole of Government level, with claims paid out of Queensland Treasury’s Administered accounts.

The State’s QGIF provisions are actuarially assessed annually and are calculated in accordance with AASB 137. The liabilities relate
to all claims incurred prior to 30 June 2021 and include an estimate of the cost of claims that are incurred but not reported. Expected
future payments are discounted using yields on Commonwealth bonds. This risk free discount rate applied as at 30 June 2021 was
1.4% (2020: 0.9%).

The increase in the provisions is mainly attributed to an increase in the provision for historical child sexual abuse claims.
(v) Queensland Floods

In 2020, the State took up a provision in relation to the 2011 South-east Queensland Floods Class Action against the State. During
2021, a settlement with the Plaintiff (approved by the Court) agreed a final payment by the State and SunWater Limited. Refer to
Note 44 for a post balance date event in relation to Seqwater’s liability.
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38. Provisions continued
Other provisions
(i) Power Purchase/Pooling Agreement provisions
A provision for onerous contracts has been realised in relation to long-term power purchase/pooling agreements (PPAs) when the
unavoidable costs of meeting the ongoing obligations under these agreements exceed the expected benefits to be received. The
provision for onerous contracts reflects the net present value of the least net cost of exiting these onerous PPAs, which is the lower
of the cost of fulfilling the agreements or the compensation payable, as defined in these agreements, for early termination.
An onerous contract provision exists in relation to the Gladstone Interconnection and Power Pooling Agreement and was remeasured
upwards by $71 million (2020: decrease of $138 million) during the year due to a change in future years’ cash flow assumptions.
The extent of the future losses from the PPAs will depend on future wholesale pool prices as well as the need for the State to meet
its network support obligations. The future level of Queensland wholesale pool prices remains significantly uncertain. The critical
determinants of future pool prices will be the bidding behaviour of participants in the National Electricity Market, load growth, network
reliability and the introduction of new generation capacity. The discount rate used reflects current market assessments of the time
value of money and the risks specific to these obligations.
(ii) Restoration provisions
Provisions are recognised for dismantling, removal and restoration costs where a constructive obligation exists. The present value of
the obligation is recorded in the initial cost of the asset.
Movements in provisions
General Government Sector Outstanding QGIF Other Total
Claims Provisions
2021 2021 2021 2021
$m M M M
Carrying amount at beginning of year 1,584 2,624 635 4,843
Additional provisions recognised 128 213 67 408
Reductions in provisions and payments (401) (215) (121) (737)
Transfers and reclassifications - - (16) (16)
Change from remeasurement and discounting adjustments (2) 879 (7) 870
Carrying amount at end of year 1,309 3,501 558 5,368
Total State Sector Outstanding NIISQ QGIF Other Total
Claims Provisions
2021 2021 2021 2021 2021
M M M M M
Carrying amount at beginning of year 5,095 2,438 2,624 1,877 12,034
Additional provisions recognised 2,401 873 213 2) 3,484
Reductions in provisions and payments (2,257) (69) (215) (135) (2,676)
Transfers and reclassifications - - - (337) (337)
Change from remeasurement and
discounting adjustments (2) (91) 879 85 871
Carrying amount at end of year 5,236 3,151 3,501 1,488 13,376
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39. Other liabilities
General Government Total State
2021 2020 2021 2020
M $m $m $m
Current
Unearned revenue 636 559 811 756
Environmental surrender obligations (RECs, GECs, NGACs) - - 140 142
Other 147 151 99 110
783 709 1,050 1,008
Non-current
Unearned revenue 207 216 682 696
Other - - 12 4
207 216 694 700
990 925 1,744 1,708
40. Notes to the Cash Flow Statement
(a) Reconciliation of operating result to net cash flows from operating activities
General Government Total State
2021 2020 2021 2020
$m $m M M
Operating result 8,850 (10,653) 11,812 (14,070)
Non-cash movements:
Depreciation and amortisation 4,325 4,169 7,002 6,926
Net (gain)/loss on disposal of non-current assets (8,004) 24 (8,433) (902)
Impairment and write-off of bad debts 8 99 349 1,365
Equity accounting (profit)/loss 3) 2 (2) 2
Unrealised net (gain)/loss on borrowings/investments 11 236 (2,781) 2,253
Revaluation (increments)/decrements (2,708) 3,296 (5,614) 1,805
Net asset write downs, transfers and donations (148) (123) (200) (236)
Other (311) 977 135 238
(Increase)/decrease in receivables (847) 56 (1,858) (303)
(Increase)/decrease in inventories (30) (75) (182) (268)
(Increase)/decrease in prepayment and other assets 37 (290) 118 (229)
Increase/(decrease) in payables (1,194) 955 (837) 672
Increase/(decrease) in provisions 140 1,026 1,283 2,493
Increase/(decrease) in other liabilities 93 146 230 171
Total non-cash movements (8,631) 10,500 (10,790) 13,987
Cash flows from operating activities 219 (152) 1,022 (83)
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40. Notes to the Cash Flow Statement continued

(b) Changes in liabilities arising from financing activities
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40. Notes to the Cash Flow Statement continued
(b) Changes in liabilities arising from financing activities continued
Total State Sector

2021
|-=--- Cash Flows-----| | Non-Cash Changes |
Opening Cash Cash New Market Time Transfers/  Other  Closing
Balance Received Payments Leases Value Value Reclass Balance
Adjustment  Adjustment
M M M M M M M M
Advances 354 5 (60) - - 1 - - 300
Other loans 3,093 70 (53) 1,074 (6) - (5) 41 4,212
Leases 3,565 - (633) 503 - 8 244 11 3,698
SCA -
non-GORTO
liabilties 725 - (30) - - - - - 694
Deposits 7,185 938 (1,722) - (1) - - - 6,399
Other
financing 115,025 36,999 (24,528) - (3,318) - 10 - 124,189
129,946 38,011 (27,025) 1,577 (3,324) 9 248 51 139,493
2020
|-==-- Cash Flows-----| | Non-Cash Changes |
Opening Cash Cash New Market Time Transfers/  Other  Closing
Balance Received Payments  Leases Value Value Reclass Balance
Adjustment  Adjustment
M M M M M M M M M
Advances 419 8 (72) - - (2) - - 354
Other loans 1,580 128 (269) 1,035 (17) - 615 21 3,093
Leases 3,804 - (519) 286 - 169 (186) 12 3,565
SCA -
non-GORTO
liabilties 744 - (30) - 13 (3) - - 725
Deposits 5,233 1,975 (24) - 1 - - - 7,185
Other
financing 102,786 62,306 (53,083) - 3,016 - - - 115,025
114,566 64,418 (53,998) 1,321 3,013 165 429 33 129,946
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42,

43.

Notes to the Financial Statements

Capital expenditure commitments

As at 30 June 2021, State Government entities had entered into the following capital commitments. Commitments are exclusive of
anticipated recoverable GST. Commitments in this Note have not been recognised as liabilities in the Balance Sheet.

General Government Total State
2021 2020 2021 2020
M M M M
8,456 7,271 9,489 8,446

Cash and other assets held in trust

Various monies and other assets were held in trust by State Government agencies at year end and have not been included as assets

/ liabilities in the Balance Sheet. The following is a summary of entities holding assets in trust:

General Government Total State

2021 2020 2021 2020
M M M M

QIC Limited - - 42,758 42,992
The Public Trustee of Queensland 1,997 1,846 1,997 1,846
State Development, Infrastructure, Local Government & Planning* 115 102 115 102
Queensland Rural and Industry Development Authority 101 108 101 108
Other 258 221 258 221
2,470 2,277 45,228 45,269

* The comparative has been restated to reflect Machinery of Government (MoG) changes.

Security, tender and other deposits administered by the State in a fiduciary or trust capacity are not recognised in the financial
statements but are disclosed for information purposes. Whilst these transactions and balances are in the care of the State, they are

subject to the normal internal control and external audit requirements.

Contingent assets and liabilities

Contingent assets and liabilities represent items that are not recognised in the Balance Sheet because at balance date:

- there is a possible asset or obligation arising from past events whose existence will be confirmed by the occurrence or
non-occurrence of one or more uncertain future events not wholly within the control of the Government; or

- there is a present obligation arising from past events, but it is not recognised because it is either not probable that an outflow
of resources embodying economic benefits will be required to settle the obligation or the amount of the obligation cannot be

measured reliably.

Below are details of the more significant contingent assets and liabilities from a GGS and TSS perspective.

Pursuant to section 15 of the Queensland Treasury Corporation Act 1988, any losses of QTC are the responsibility of the
Consolidated Fund. On this basis, the contingent assets and liabilities of QTC, which forms part of the PFC Sector, are also

incorporated in GGS statements.

(a) Contingent liabilities — quantifiable

General Government Total State
2021 2020 2021 2020
M M M M
Nature of contingency
Guarantees and indemnities (i) 57,984 58,414 13,497 13,217
Other (ii) 169 151 172 155
58,153 58,565 13,669 13,371
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43. Contingent assets and liabilities continued
(a) Contingent liabilities - quantifiable continued
(i) Guarantees and indemnities
General Government Sector

For the GGS, these mainly comprise guarantees of borrowings by local governments and PNFCs from QTC of $9.882 billion and
$44.494 billion (2020: $9.791 billion and $45.167 billion) respectively and insurance policies held by Asteron Life & Superannuation
Limited of $158 million (2020: $229 million). QTC also provided guarantees of $1.84 billion (2020: $1.24 billion) relating to Australian
Financial Services Licences for CS Energy Limited, Energy Queensland Limited, Stanwell Corporation Limited and CleanCo
Queensland Limited, and guarantees of $160 million (2020: $100 million) relating to the trading activities in the National Electricity
Market of subsidiaries of Energy Queensland Limited.

The Treasurer has guaranteed the financial obligations of borrowers under the Industry Support Package (ISP) loan facilities for the
benefit of QTC up to maximum amount of $200 million under the Deed of Guarantee. As at 30 June 2021, $36.5 million is
outstanding for ISP loans.

Total State Sector

From a TSS perspective, borrowings by PNFCs from QTC as disclosed above are eliminated on consolidation.

(ii) Other
General Government Sector

As at 30 June 2021, there are 31 cases (2020: 25 cases) filed with the courts relating to revenue collected by the Office of State
Revenue. An estimate of the liability, should the outcomes of the above mentioned cases prove unfavourable for the State, is
$157 million (2020: $139 million).

As at 30 June 2021, potential performance payments in accordance with contractual event commitments totalled a maximum of
$13 million (2020: $13 million) payable over six years by Tourism and Events Queensland.

Total State Sector

Queensland Rail has non-qualifying liabilities and bank guarantees totalling $70 million (2020: $64 million).

(b) Contingent liabilities - not quantifiable

General Government Sector

Legal proceedings and disputes

A number of legal actions have been brought against the State Government and its agencies. Notification has also been received of
a number of other cases that are not yet subject to court action but which may result in subsequent litigation. Due to the wide variety
and nature of the claims and the uncertainty of any potential liability, no value has been attributed to these actions / claims.

Native title

A number of native title claims that affect the Queensland Government have been filed with the National Native Title Tribunal under
the Native Title Act 1993 (Commonwealth). The Native Title Act provides for payment of compensation to native titleholders for a
variety of acts that may affect native title.

The Government has a potentially significant liability in respect of compensation arising from acts that have extinguished or
impaired native title since 1975. The High Court decision in relation to Griffiths v Northern Territory of Australia (known as the
Timber Creek case) that was handed down on 13 March 2019 provides some guidance for calculating native title compensation.

At 30 June 2021, 146 positive native title determinations had been made in Queensland (over 33% of the State’s land area) and
there were 50 registered claimant applications for a native title determination (covering a further 25% of the State). Any, or all of
these determinations or applications may lead to a native titte compensation claim. The State is responding to three native title
compensation claims that are currently before the Federal Court.

Securities, warranties and guarantees

The State has provided a number of securities, warranties and guarantees in the normal course of business. The amount of any
future claims against these securities, warranties and guarantees cannot be reliably estimated.
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43. Contingent assets and liabilities continued
(b) Contingent liabilities - not quantifiable continued
General Government Sector continued
Legal proceedings and disputes continued
Financial assurance liability gap for mining projects
Financial assurances are required for mining projects to cover the rehabilitation liability should a mining leaseholder fail to
undertake rehabilitation. The liability to undertake rehabilitation work remains the responsibility of the mining leaseholder. The
State’s responsibility regarding rehabilitation is limited to managing any potential public safety and health risks only. At reporting
date, it is not possible to determine the extent or timing of any potential financial effect of this responsibility.
Long-term sales permits
The Department of Agriculture and Fisheries has issued long-term permits to various sawmilling businesses regarding the supply of
log timber from State-owned native forests. These sales permits provide for the payment of compensation by the State to the holder
to the extent that the specified quantity of log timber is not harvested from the particular State-owned forests.
Collingwood Park guarantee
Due to a mine subsidence event that occurred at Collingwood Park in 2008, the State, under the Mineral Resources Act 1989,
provides a guarantee to owners of affected land to stabilise land, repair subsidence related damage (if cost effective to do so), or
purchase land beyond economic repair.
Impact of disasters
As a result of disasters impacting Queensland, further claims are anticipated on the State via the Queensland Reconstruction
Authority. As per the 2021-22 Budget, the expected future expenditure in relation to past disasters is $1.229 billion (2020: $1.177
billion), the majority of which is expected to be recovered from the Australian Government.
Contaminated land
The State Government controls certain areas of land that are affected by pollutants. The agencies involved will be obliged to restore
these assets to a safe and useable condition if their use changes, for example, when the land is sold. Given its nature, it is not
possible to provide an estimate of the potential liability of this exposure.
Total State Sector
The following PNFC and PFC non-quantifiable contingent liabilities are in addition to the GGS items above.
WorkCover Queensland
The Workers’ Compensation and Rehabilitation Act 2003 provides that the State Government guarantees every WorkCover policy or
other insurance contract with WorkCover Queensland, a statutory body. Given the nature of this contingency, it is not possible to
estimate the liability, if any, due under this heading.
QIC Limited
QIC Limited, in its capacity as trustee, is potentially liable for the unsettled liabilities of a number of trusts that it administers.
However, under the respective trust deeds, the Corporation is entitled to be indemnified out of the assets of the trusts for any losses
or outgoings that may be sustained in its role as trustee, provided the trustee has acted within the terms of the trust deeds.
The directors have assessed the recoverable amounts of the assets of the trusts and concluded that currently they have excess
assets over liabilities. Funds managed by QIC Limited in a trustee capacity totalled $47.171 billion at 30 June 2021 (2020: $43.323
billion).
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43. Contingent assets and liabilities continued

(b) Contingent liabilities - not quantifiable continued
Total State Sector continued

State asset sales

As part of the State’s asset sales process in 2011-12 (the initial public offering of shares in QR National Limited (now Aurizon
Limited), the Forestry Plantations business, the Port of Brisbane business, the Abbot Point Coal Terminal (X50) business and
Queensland Motorways Limited), the State put in place contractual arrangements which result in contingent liabilities as follows:

- Superannuation indemnity for QR National and Forestry Plantations Queensland for the cost of employer contributions above
a particular threshold for their employees who remained as members of QSuper’s defined benefit category;

- State indemnities for directors and officers of relevant Government-owned corporations and State public servants were put
into place in relation to liabilities which might arise out of the restructuring and sale of the various sale entities;

- Indemnities as to tax and other liabilities accrued during the State’s ownership;

- Compensation potentially payable in the event that the leases issued over land and infrastructure by State agencies are
terminated;

- Compensation potentially payable for improvements in the event of the termination of relevant leases; and

- Various warranties in relation to the businesses sold.

At present, the State is unaware of any breaches of agreements and there are no claims being made. As such, it is not possible to
estimate any potential financial effect should such a claim arise in the future.

(c) Contingent assets - quantifiable

General Government Total State
2021 2020 2021 2020
M $Mm M M
Nature of contingency
Guarantees and indemnities (i) 7,079 7,422 7,819 8,200
Other (ii) 1 11 11 11

7,089 7,433 7,830 8,211

(i) Guarantees
General Government Sector
Comparatives have been restated below to reflect MoG changes.

The Department of State Development, Infrastructure, Local Government and Planning holds bank guarantees totalling $230 million
(2020: $143 million), made up of $79 million (2020: $67 million) in cash to ensure compliance with the State Development and
Public Works Organisation Act 1971, $82 million (2020: $16 million) for financial support on projects across the department and
$62 million (2020: $60 million) held by Economic Development Queensland (EDQ) for financial security against non-conformance of
contracts.

The Financial Provisioning Scheme (FPS) manages the State’s financial risk from the potential failure of a resource activity holder
of an environmental authority or small-scale mining tenure to meet their rehabilitation and environmental obligations under various
legislation. Over time, the scheme will also provide funds to support rehabilitation of abandoned mines and expand research into
mine rehabilitation.

Queensland Treasury holds non-cash surety totalling $6.672 billion (2020: $6.975 billion), made up of bank guarantees
$5.290 billion (2020: $6.331 billion) and insurance bonds $1.382 billion (2020: $644 billion).

The Department of Resources holds bank guarantees totalling $11 million (2020: $9 million) under the Mineral Resources Act 1989
associated with the granting of resource authorities.

The Department of Environment and Science holds bank guarantees and insurance bonds of $36 million (2020: $32 million) under
the Environmental Protection Act 1994 and other acts.

The Department of Resources also holds bank guarantees totalling $19 million (2020: $19 million) under the Land Act 1994, the
Vegetation Management Act 1999 and Regional Planning Interests Act 2014.

The Department of Tourism, Innovation and Sport holds bank guarantees for financial support on projects as at 30 June 2021 of
$6 million (2020: $214 million)

The Department of Health held guarantees of $8 million (2020: $9 million) from third parties which are related to capital projects.
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Contingent assets and liabilities continued
(c) Contingent assets — quantifiable continued
(i) Guarantees continued
General Government Sector continued

Queensland Treasury holds bank guarantees in relation to the Advance Queensland Industry Attraction Fund (AQIAF) and Jobs and
Regional Growth Fund (JARGF) for financial security against non-conformance of grant agreements and other guarantees and
bonds totalling $89 million (2020: $22 million).

Total State Sector
In addition to the above GGS quantifiable guarantees and indemnities, the following relate specifically to the PNFC and PFC.
WorkCover Queensland held bank guarantees on behalf of self-insurers totalling $467 million (2020: $468 million).

Queensland Rail held bank, insurance company and other guarantees of $191 million (2020: $220 million) mainly relating to
construction contracts provided by third parties.

Energy Queensland Limited held bank guarantees totalling $83 million (2020: $90 million) relating to the construction of capital
assets.

(ii) Other

General Government Sector

A non-recoverable loan of $11 million (2020: $11 million) paid to Construction Industry Skills Centre Pty Ltd is repayable to the State
Government in circumstances contingent on the winding up of the company and related trust.

(d) Contingent assets - not quantifiable
General Government Sector

The Department of Regional Development, Manufacturing and Water and SunWater Limited share an 8.827 hectare site at Rocklea.
Various agreements entered into since 2001 carry an obligation on SunWater Limited to provide a freehold portion of land to the
department at no cost with sale proceeds from the surplus land payable to SunWater Limited. The sale of surplus land is subject to
various approvals from Brisbane City Council, leading to uncertainty about the timing of the sale and therefore the time at which the
Department will receive freehold title. For these reasons, it is not possible to provide a reliable estimate of the value of the land at
balance date.

Legislative Assembly of Queensland held bank guarantees issued by contractors to protect against any potential non-performance
of contractors.

Total State Sector

The following PNFC and PFC non-quantifiable contingent assets are in addition to the GGS item above.

Insurance claims

There are a number of insurance and other claims against external parties yet to be finalised in relation to various matters, including
in relation to the 2011 flood class action.

Bank guarantees

SunWater Limited held a number of bank guarantees in the event of non-payment of services.

QIC performance fees

Performance fees are potentially receivable by QIC Limited subject to specific criteria being met over the performance period. If the
performance criteria are not met over the performance period, no performance fee is receivable. At year end, based on performance
to date, there remained a significant degree of uncertainty over whether performance targets will be achieved over the performance
periods for some performance fee arrangements and it is not possible to estimate the financial effect of the contingent asset.
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Post balance date events
COVID-19

The State continues to be impacted by the effects on the economy of the COVID-19 pandemic and the response necessary to
counter those impacts.

Seqwater

On 8 September 2021, the NSW Court of Appeal overturned the original decision of the NSW Supreme Court regarding the findings
of a breach of duty against, and in turn the liability of, Seqwater in relation to the 2011 Floods class action and ordered the plaintiff to
pay the costs of Seqwater’s appeal. The matter is still before the courts and therefore the final outcomes are not fully known. The
claims by the plaintiff against both the State and SunWater Limited were settled by agreement in 2021.

QSuper

On 1 September 2021, the Treasurer introduced into parliament legislation that will amend the Superannuation (State Public Sector)
Act 1990 to allow the facilitation of the merger between QSuper and Sunsuper. The State guaranteed defined benefit members’
entitlements will remain through QSuper.

2032 Summer Olympic and Paralympic Games

Brisbane was announced as the host for the 2032 Summer Olympic and Paralympic Games by the International Olympic Committee
on 21 July 2021. Work is underway, in consultation with Games Partners, to confirm the financial implications for the delivery of the
Games, including associated infrastructure.

Climate change

Climate change is a risk for the State. The impacts of climate change and the policy setting of governments have the potential to
affect the State’s ability to provide services to the community, the operations of State-owned businesses and the value of State
assets. These impacts include long-term changes in climatic conditions, extreme weather events, and the policy positions taken by
governments, regulators and society more generally to transition to a low carbon economy.

The State recognises the need to address climate change and has developed key policies and strategies in response. In July 2021,
the Queensland Government released online its Climate Action Plan 2020-2030, outlining the State’s priority investments and actions
to reach its emissions reduction and renewable energy targets. The Climate Action Plan 2020-2030 builds on two foundational
strategies released in 2017 - The Queensland Climate Transition Strategy (QCTS) and The Queensland Climate Adaptation Strategy
(QCAS).

The QCAS focuses on helping Queensland prepare and adapt to climate change through understanding its impacts, managing the
risks and harnessing the opportunities. It outlines how Queensland will prepare for current and future impacts of a changing climate
that reduces risk and increases resilience. The QCTS is the Government'’s strategy for transitioning the State to a low carbon, clean
growth economy. There are three key commitments under the QCTS: 50% renewable energy target by 2030, net zero emissions by
2050 and an interim emissions reduction target of at least 30% below 2005 levels by 2030.

The Queensland Sustainability Report will provide full details on the Government’s commitments, targets and achievements on
positive environmental, social and governance outcomes and related disclosures.

Financial risk management disclosure

The State’s activities expose it to a variety of financial risks such as credit risk, liquidity risk and market risk (including interest rate
risk, price risk and foreign exchange risk). The State’s overall risk management objectives, policies and strategies focus on
minimising financial risk exposures and seek to mitigate potential adverse effects. The diverse nature of the financing and investing
activities undertaken by agencies across the Queensland Government supports a decentralised approach to risk management.
Individual agencies are responsible for managing risks to which they are exposed.

Risk management strategies in relation to the State’s financial assets and liabilities are summarised below. Additional risk
management information can be found in individual agencies’ general purpose financial reports.

(a) Credit risk

Credit risk exposure represents the potential loss that would be recognised if counterparties failed to meet contractual obligations in
relation to receivables, loans and other financial assets. The State’s major concentrations of credit risk are with the banking sector,
the National Electricity Market, the electricity distribution market and the rural, business, not-for-profit, housing and health sectors.
Credit risk is regularly assessed, measured and managed in strict accordance with credit risk policies.
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Financial risk management disclosure continued

(a) Credit risk continued

Receivables and loans

Credit risk in relation to receivables is managed in the following manner:

- trading terms require payment within a specified period after the goods and services are supplied;

- outstanding accounts are followed up within specified timeframes ;

- bad debts are only written off once appropriate approval is obtained;

- the credit ratings of all counterparties are monitored and limits adjusted where necessary; and

- where possible, transactions are undertaken with a large number of counterparties to avoid concentrations of credit risks.

Credit risk in relation to loans and other financial assets is managed through regular analysis of borrowers, potential borrowers and
financial market counterparties with respect to their ability to meet interest and capital repayment obligations. Where appropriate,
collateral is obtained in the form of rights to securities, deeds of undertaking, letters of credit or guarantees.

Advances made under the COVID-19 Jobs Support Loans scheme have high credit risk exposure and are managed by credit
assessment procedures, annual loan reviews, monitoring of arrears and requiring security on loans over $100,000. Repayments do
not commence until April 2023. $50 million of COVID-19 Jobs Support Loans are credit-impaired as at 30 June 2021 (2020: nil).

Onlendings made to local governments, universities, grammar schools and private companies as part of the Industry Support
Package are actively monitored through credit reviews and covenant monitoring to ensure all counterparties maintain adequate debt
serviceability and long term financial stability.

The State also makes loans and advances to primary producers and small businesses at either commercial or concessional interest
rates. The credit risk of the rural sector is mitigated through collateral in the form of real property mortgages.

Details of credit risk exposure and expected credit losses for receivables and loans are disclosed in Note 23.
Cash and securities

In respect of cash, deposits, securities, notes and derivatives, the State is exposed to significant concentrations of credit risk in the
finance sector, in particular, the domestic banking sector. While the State has been focused on diversifying its investment portfolio,
investments in bank credit predominate because of the State’s requirement to invest with counterparties rated BBB+ or better and to
invest in highly liquid securities. Key characteristics of these entities are monitored including their regulatory requirements, additional
capital buffers, type of issuance and the impact of exigent developments such as COVID-19. A ratings based approach is used to
determine maximum credit exposure, as well as the counterparty’s credit metrics, country of domicile, size of its funding programs,
asset composition and quality of the underlying security.

The credit exposure for derivative contracts, other than electricity derivatives, is based on a notional ‘add-on’ factor applied to the
value of the instrument. The derivatives are marked-to-market daily with zero thresholds under all credit support annexes. The State
utilises collateral arrangements to limit its derivative credit exposure.

The State’s largest holder of investments and non-electricity derivatives is QTC. QTC’s credit risk exposures and its counterparty
exposures by rating are as follows:

2021 Cash & Financial Derivatives Total % of
equivalent assets Total
M M M ™M

AAA - 2,070 - 2,070 8%
AA+ - 1,084 - 1,084 4%
AA - 452 - 452 2%
AA- 11,803 7,456 48 19,308 72%
A+ - 2,957 13 2,970 11%
A - 797 - 797 3%
Other - - - - 0%
11,803 14,816 61 26,681 100%
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Financial risk management disclosure continued
(a) Credit risk continued

Cash and securities continued

2020 Cash & Financial Derivatives Total % of
equivalent assets Total
M M M M

AAA - 2,247 2 2,249 10%
AA+ - 838 - 838 3%
AA - - - - 0%
AA- 2,487 14,519 58 17,064 70%
A+ - 2,346 17 2,363 10%
A - 1,760 - 1,760 7%
Other - 115 - 115 0%
2,487 21,825 76 24,388 100%

The State operates in the National Electricity Market, operated by the Australian Energy Market Operator, which has strict prudential
guidelines that minimise the potential for credit related losses. This is supported by individual Government-owned corporation’s
(GOCs) Board approved policies. Security deposits, letters of credit or bank guarantees are obtained from customers to mitigate
possible losses. Credit risk exposures that relate to electricity derivatives are managed under International Swaps and Derivatives
Association (ISDA) agreements. The ISDA also has a strict credit policy, based on counterparties’ credit ratings and requiring
appropriate security.

Collateral and other credit enhancements

The maximum exposure to credit risk for the GGS and TSS on recognised financial assets, including derivatives, without taking
account of any collateral or other credit enhancements is the carrying amount of these assets on the Balance Sheet.

The State holds as security, collateral in the form of charges over real property, business stock and assets, cash deposits, and bank,
insurance company and other guarantees. Refer to Note 43 for details of guarantees and indemnities.

Within the GGS, collateral is held in respect of $58 million (2020: $9 million) gross loans and advances that are credit-impaired, for
which total expected credit losses of $42 million (2020: $2 million) is recognised after taking into account collateral. Approximately
$6 million (2020: $7 million) of the loans have no loss allowance recognised because the value of the collateral exceeds the loan
amount.

Master netting arrangements
The GGS does not have financial instruments that are subject to enforceable master netting arrangements or similar agreements.

The TSS enters into derivative transactions under ISDA Master Agreements and similar agreements. Under the terms of these
agreements, the right to set off is enforceable only on the occurrence of default or other credit events. The TSS’s ISDA agreements
do not currently meet the criteria for offsetting at balance date and accordingly the relevant assets and liabilities are shown grossed
up. Collateral is also transferred with derivative counterparties to reduce the TSS’s credit exposure.

The TSS net impact of master netting arrangements is not material.
(b) Liquidity risk

Liquidity risk arises from the possibility that individual agencies may be unable to settle a transaction on the due date. A range of
funding strategies is used to ensure funds are available, such as maintaining a sufficient level of cash holdings to fund unexpected
cash flows. QTC maintains appropriate liquidity to meet minimum requirements for the following liquidity metrics, which are reviewed
annually:

- Standard & Poor’s Liquidity Ratio — maintaining a minimum ratio of liquid assets to debt serving requirements at all times over
a rolling 12 month horizon;

- Forecast liquidity — maintaining a minimum liquidity balance sufficient to cover a stressed liquidity requirement over 90
calendar days of outflows; and

- Cash flow waterfall — maintaining positive cash equivalents net of all inflows and outflows over a set horizon.
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Financial risk management disclosure continued
(b) Liquidity risk continued

Liquidity risk of electricity market trading is controlled by the Australian Energy Market Operator, whereby all market participants are
required to deliver irrevocable bank guarantees as security for timely settlement.

The contractual cash flow maturities of financial liabilities are included in the tables below. They are calculated based on
undiscounted cash flows relating to the repayment of principal and interest amounts outstanding at balance date:

Total State Sector
2021

Payables

Commonwealth advances

Lease liabilities

SCA - non-GORTO liabilities

Other liabilities at amortised cost

Government securities and other loans at fair value
Derivatives

1 year or 1to5 Over 5 Total  Carrying
less years years value
M M b b M
9,685 203 - 9,888 9,888
50 131 217 398 300

591 1,790 1,692 4,072 3,698
79 323 703 1,105 694
1,246 1,894 3,179 6,319 3,840
18,466 49,850 71,834 140,149 129,155
2,861 748 737 4,345 1,805
32,978 54,937 78,361 166,276 149,380
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46. Financial risk management disclosure continued

(b) Liquidity risk continued

Total State Sector continued

2020 1 year or 1to5 Over 5 Total Carrying
less years years value

M M M M M

Payables 10,191 173 - 10,363 10,363
Commonwealth advances 82 135 248 465 354
Lease liabilities 1,018 3,215 1,508 5,740 3,565
SCA - non-GORTO liabilities 79 321 785 1,184 725
Other liabilities at amortised cost 239 1,818 3,372 5,428 2,779
Government securities and other loans at fair value 24,697 43,871 58,543 127,111 120,373
Derivatives 1,052 904 707 2,664 2,150

37,357 50,436 65,163 152,955 140,309

Market risk

()  Interest rate and unit price risk

Interest income

The GGS and TSS are exposed to interest rate risk through investments managed by QIC Limited, cash deposits with the
Commonwealth Bank of Australia and borrowings from the Australian Government. The GGS is also exposed to interest rate risk
through its deposits and fixed rate notes with QTC. The State Investment Advisory Board (SIAB) determines the investment
objectives, risk profiles and strategy for the State Investment Operations of QTC within the framework provided by the Government.
The expected rate of return on the portfolio on which the interest rate on the fixed rate notes is set, remains unchanged at 6.5%.

The GGS does not undertake hedging in relation to interest rate risk on cash deposits or borrowings. This is managed as per the
liquidity risk management strategy.

Interest expense

A number of State-owned entities enter into interest rate swaps, forward rate agreements and futures contracts to assist in the
management of interest rate risk. In some instances, interest rate swaps are utilised to swap medium to long term fixed rate
borrowings into floating rate. At times, floating to fixed swaps may be undertaken to generate a fixed rate term funding profile.

General Government Sector

The GGS is exposed to movements in interest rates and managed fund unit prices through its cash deposits, investments and
borrowings.

The effect of a 1% movement in interest rates on the GGS cash balances would be an $11 million (2020: $12 million) change in
the GGS operating result and equity.

The GGS has fixed rate notes with QTC and other investments with QIC Limited that are exposed to interest rate changes and
changes in the unit price of the funds managed. The rate on the fixed rate notes is reviewed annually and remains unchanged at
6.5%. Assuming all other variables remained constant, if the return on the notes moved by +/-1%, the GGS net operating balance
would be approximately $352 million higher or lower (2020: $293 million). A +/-1% change in the market value of the underlying
QIC investments on QTC’s Balance Sheet would be reflected in an increment / decrement in the GGS other economic flows
included in the operating result. If the return on other GGS investments, including with QIC, moved by +/-1%, the GGS operating
result and equity would be approximately $31 million higher or lower (2020: $25 million).

GGS borrowing with QTC is in the form of fixed rate loans, generic debt pool borrowings (which are akin to fixed rate loans) or
floating rate loans. Although the majority of the GGS borrowings are either fixed rate loans or generic debt pool loans, the
Consolidated Fund bears the risk of movements between the fixed rate and market rate. Consequently, if interest rates on
borrowing with QTC were to change by 1%, the effect on the GGS operating result and equity would be approximately
$462 million (2020: $376 million).
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46. Financial risk management disclosure continued
(c) Market risk continued
(i)  Interest rate and unit price risk continued
Interest expense continued
Total State Sector
As the State’s corporate treasury, QTC undertakes portfolio management activities on behalf of the State and raises funding in
advance of requirements to ensure Queensland public sector entities have ready access to funding when required and also to
reduce the risk associated with refinancing maturing loans. In addition, QTC holds and invests surplus funds on behalf of its clients
and for liquidity management purposes.
These activities expose the State to interest rate risk, which is managed with consideration given to duration risk, yield curve risk,
basis risk and a value at risk (VaR) framework, complemented by other measures such as defined stress tests.
To manage the risk of non-parallel yield curve movements, QTC manages portfolio cash flows in a series of time periods so that the
net interest rate risk in each time period can be measured. QTC enters into interest rate swaps, forward rate agreements and futures
contracts to assist in the management of interest rate risk.
Total State
2021 2020
M ™
Interest rate risk VaR at 30 June 23 20
Average for the year 24 20
Financial year - minimum 16 12
Financial year - maximum 44 42
The effect of a 1% movement in interest rates on the TSS cash balances would result in a $124 million (2020: $30 million) change to
the State’s operating result and equity.
The State has other investments exposed to interest rate changes and changes in the unit price of the funds managed by QIC
Limited. Assuming all other variables remained constant, if the return on these investments moved by 1%, the effect on the State’s
operating result and equity would be approximately +$474 million / -$470 million (2020: +$343 million / -$340 million). For the range
of changes to the operating result and equity that are considered reasonably possible at year end, refer to individual agency
statements, particularly QTC.
(i) Commodity price risk
The State is exposed to commodity price risk resulting from changes in electricity, coal, gas, diesel, environmental certificate and
other commodity prices.
As a result of its ownership of electricity generating Government-owned corporations, the State is exposed to electricity price risk.
Electricity derivatives (price swaps, futures, caps and option contracts) are used to protect against movements in the price of
electricity in the National Electricity Market. Longer term fixed price supply agreements are utilised to manage risk in relation to coal
and gas. A variety of swaps, futures, options and forward exchange contracts are used to hedge against price fluctuations of other
commodities, such as diesel fuel. The contracts are recognised at trade date and settled net, with cash flows expected within three
years.
Each entity is responsible for its own risk management and may make varying assumptions in assessing its sensitivity to such
movements. The agencies with a material impact for TSS are CS Energy Limited, Energy Queensland Limited, Stanwell Corporation
Limited and CleanCo Queensland Limited.
On the assumption that all other variables remain constant, the impact of electricity forward price movements on the State’s
operating result and equity is not material.
(d) Foreign exchange risk
The State is exposed to movements in foreign currencies as a result of future commercial transactions and recognised assets and
liabilities denominated in currencies other than the Australian dollar. The State enters into forward exchange contracts, currency
options and swaps to effectively manage the exposure resulting from purchases of various plant, equipment and component parts in
foreign currencies. Foreign exchange risk is managed by individual agencies which hedge significant proportions of anticipated
transactions in line with their respective risk management strategies.
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Financial risk management disclosure continued

(d) Foreign exchange risk

The State also borrows offshore to provide access to additional sources of funding and diversify risk and undertakes investments in
foreign currency assets. Foreign exchange contracts and cross currency swaps are used to effectively manage the exposure to

fluctuations in exchange rates.

The State’s exposure to foreign exchange risk is not considered material due to the effectiveness of risk management strategies.

Net fair value of financial instruments

The carrying amounts of the GGS and TSS financial assets and financial liabilities by category are:

General Government Total State
2021 2020 2021 2020
M M M M
Financial assets

Amortised cost 8,499 7,609 21,289 9,961
FVTPL - designated upon initial recognition 3,095 2,296 77,004 71,162
FVTPL - mandatorily measured at FVTPL 37,815 26,217 - -
FVTOCI - debt instruments 264 424 264 424
FVTOCI - equity instruments 21,434 21,576 6 6
71,108 58,121 98,563 81,553

Financial liabilities
Amortised cost 63,162 54,798 18,431 17,798
FVTPL - designated upon initial recognition - - 129,491 120,500
FVTPL - held for trading 220 198 1,458 2,012
63,382 54,995 149,380 140,309

The carrying amounts of GGS and TSS financial assets and liabilities, including cash, deposits, receivables and payables, equate

approximately to their net fair value, except as outlined below:

General Government Sector

Carrying
amount
2021
M
Financial assets
QRIDA loans 1,165
Financial liabilities
Borrowing with QTC 46,153
Total State Sector
Carrying
amount
2021
M
Financial assets
QRIDA loans 1,165

Fair Carrying Fair
value amount value
2021 2020 2020
M M M
1,309 1,155 1,320
49,277 37,570 42,468
Fair Carrying Fair
value amount value
2021 2020 2020
M M ™
1,309 1,155 1,320

Financial instruments measured at fair value have been classified in accordance with the hierarchy described in AASB 13, except the
GGS equity investments in PNFCs and PFCs that are measured at fair value as the Government’s proportional share of the carrying

amount of net assets of the PNFC and PFC Sector entities on a GAAP basis.
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Net fair value of financial instruments continued
The three levels of fair value hierarchy reflect the significance of the inputs used to determine the valuation of these instruments.

— Level 1: represents fair value measurements that reflect unadjusted quoted market prices in active markets for identical assets
and liabilities;

— Level 2: represents fair value measurements that are substantially derived from inputs (other than quoted prices included within
Level 1) that are observable, either directly or indirectly; and

— Level 3: represents fair value measurements that are substantially derived from inputs that are not based on observable market
data.

Level 1

The fair value of financial assets and liabilities with standard terms and conditions and traded in an active market is based on
unadjusted quoted market prices. Financial instruments in this category include certain equity and debt investments where quoted
prices are available from an active market, such as publicly traded derivatives, short-term and tradeable bank deposits, actively
traded Commonwealth and semi-Government bonds and futures contracts and investments in certain unit trusts.

Level 2

The fair value of financial assets and liabilities is determined by using quoted market prices in active markets for similar instruments
or quoted prices for identical or similar instruments in markets that are considered less than active or other valuation techniques
where all significant inputs are directly (prices) or indirectly (derived from prices) observable from market data, other than quoted
prices included in Level 1. Financial instruments in this category include fixed interest deposits, fixed term notes, floating rate notes,
commercial paper, non-actively traded corporate and semi-Government bonds, certain money market securities, onlendings,
treasury notes, medium-term notes, client deposits, unit trusts and other derivatives such as over-the-counter derivatives, including
forward exchange contracts, commodity swaps, interest rate and cross currency swaps and some electricity derivatives.

Level 3

Where financial instruments are measured using valuation techniques based on unobservable inputs or observable inputs to which
significant adjustments have been applied, such instruments are included in Level 3 of the fair value hierarchy. These may include
some unit trusts, power purchase agreements and other electricity derivative contracts.

Valuation policies and procedures of the GGS and TSS are developed and reviewed by management of respective agencies. Major
valuation techniques adopted by the GGS and TSS include market comparison techniques, option valuation models, forecasting,
estimated discounted cash flow techniques, and extrapolation, scalar and translation techniques. There have been no material
changes in the above valuation techniques used during the year.

Significant valuation inputs used to value financial instruments categorised within Level 2 and Level 3 of the fair value hierarchy are:
- Interest rates; — Credit risk
- Trading margins; — Forward curve prices;
- Exchange rates; — Electricity settled prices;
- Market indices; — Forecast generation;
- Credit spreads; — Extrapolation rates;
— Expected cash flows; — Scalar and translation factors;
— Discount rates — Market volatility;
- Exchange traded market prices; — Renewable energy targets; and

- Broker quotes or market prices for similar instruments; — Emerging technologies
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47. Net fair value of financial instruments continued

The following table presents the GGS and TSS financial assets and liabilities recognised and measured at fair value.
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47. Net fair value of financial instruments continued
Total State Sector

Level 1 Level 2 Level 3 Total
M M M M
2021
Assets
Financial assets at fair value through profit or loss
Rental purchase plan - 184 - 184
Derivatives 881 424 17 1,321
Securities and bonds 8,360 3,140 - 11,499
Loans - 10,851 - 10,851
Other investments 957 33,243 18,949 53,148
Financial assets at fair value through equity
Corporate bonds 264 - - 264
10,461 47,841 18,966 77,268
Liabilities
Financial liabilities at fair value through profit or loss
Derivatives 1,082 322 398 1,802
Deposits - 6,387 - 6,387
Government securities issued 100,786 21,597 - 122,383
Borrowings - 373 - 373
101,869 28,678 398 130,945
2020
Assets
Financial assets at fair value through profit or loss
Rental purchase plan - 186 - 186
Derivatives 1,007 805 83 1,895
Securities and bonds 14,147 2,966 - 17,113
Shares 270 - - 270
Loans - 10,710 - 10,710
Other investments 566 25,994 14,430 40,989
Financial assets at fair value through equity
Corporate bonds 424 - - 424
16,413 40,660 14,513 71,586
Liabilities
Financial liabilities at fair value through profit or loss
Derivatives 1,066 847 237 2,150
Deposits - 7,172 - 7172
Government securities issued 93,758 19,117 - 112,875
Borrowings - 314 - 314
94,824 27,450 237 122,511

Classification of instruments into fair value hierarchy levels is reviewed annually and the GGS and TSS recognise any transfers between
levels of the fair value hierarchy during the reporting period in which the transfer has occurred.
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Net fair value of financial instruments continued

The following table presents the net changes in Level 3 instruments:

General Government Total State

2021 2020 2021 2020

$Mm M M M

Opening balance asset / (liability) 26,141 29,375 14,276 16,868
Purchases 8,943 - 118 218
Sales (2,021) (1,845) 3) (98)
Settlements - - 4,124 235
Movements in other comprehensive income - - (49) 42
Movements recognised in profit or loss 4,657 (1,389) 108 (2,967)
Transfers out of Level 3 into Level 2 - - (5) (23)
Closing balance asset / (liability) 37,720 26,141 18,568 14,276

The sensitivity of the State’s financial instruments is disclosed in Note 46.

Retirement benefit obligations

Retirementbenefit liabilities include the following final salary defined benefit schemes:

State Public Sector Superannuation Scheme (QSuper);

Pensions provided in accordance with the Judges (Pensions and Long Leave) Act 1957 (Judges’ Scheme);

Pensions provided in accordance with the Governors (Salary and Pensions) Act 2003 (Governors’ Scheme); and
Energy Super Fund (ESF).

QSuper, Judges’ Scheme and Governors’ Scheme

The State Public Sector Superannuation Fund (QSuper) defined benefit scheme provides accrued benefits based on a member’s salary,
contribution rate and length of membership. State Government budget-dependent agencies, together with certain statutory bodies and
GOCs (excluding principally the Queensland electricity supply industry), make employer contributions as required.

QSuper is a regulated defined benefit scheme under the prudential supervision of the Australian Prudential Regulation Authority (APRA)
and is subject to the Superannuation Industry (Supervision) Act 1993 and Regulations. The provisions of the Superannuation (State Public
Sector) Act 1990 and the Superannuation (State Public Sector) Deed 1990 govern the operation of QSuper. The QSuper Board of Trustees
is responsible for the management of QSuper.

The QSuper scheme is currently assessed annually by the State Actuary. The latest actuarial review of the QSuper scheme was as at
30 June 2020 and was presented in a report dated 2 December 2020.

The QSuper defined benefit account is closed to new members.

The Judges’ Scheme provides defined benefit pension entitlements to serving judges, Crime and Corruption Commission Queensland
Commissioners and Parole Board President and the Deputy Presidents and is governed by the provisions of the Judges (Pensions and
Long Leave) Act 1957, the Crime and Corruption Act 2001 and the Corrective Services Act 2006. The Judges’ Scheme is a wholly unfunded
scheme. Due to materiality, the Governors’ pension payable is included with the Judges’ Scheme liabilities.

These schemes expose the State to the following:

- Inflation risk - the defined benefit obligations are linked to employees’ salaries and therefore the net liability position can be adversely
affected by an increase in the defined benefit obligation resulting from unexpected wage inflation. Similarly, the proportion of the
defined benefit obligation linked to the consumer price index (pensions) is also subject to the risk of unexpected price inflation;

- Interest rate risk - a decrease in the discount rate will increase the defined benefit obligations;
- Investment risk - resulting from the mismatch between the current investment strategy and the liabilities; and

- Demographic risk - resulting from unexpected employee movements.
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Retirement benefit obligations continued
QSuper, Judges’ Scheme and Governors’ Scheme continued

QSuper also incorporates defined contribution categories, for which the State has no further legal or constructive obligation other than to
pay contributions. These liabilities and assets have been accounted for in accordance with the standards relevant to defined contribution
schemes. In particular, no assets or liabilities relating to the funded defined contribution scheme have been included in the Balance Sheet.
The expense relating to these schemes is the amount of employer contributions.

Energy Super Fund

Queensland electricity entities contribute to an industry multiple employer superannuation fund, the Energy Super Fund (ESF). The ESF
was formed on 1 April 2011 with the merger of the Electricity Supply Industry Superannuation Fund (QLD) (ESI Super) and Superannuation
Plan for Electrical Contractors (SPEC Super). Members are entitled to benefits from the fund on retirement, resignation, retrenchment,
disability or death.

ESF is regulated by APRA under the Superannuation Industry (Supervision) Act 1993.

The defined benefit account (which is now closed to new members) of this fund is a funded plan which provides defined lump sum benefits
based on years of service and average final salary. Employer contributions to the defined benefit section of the plan are based on
recommendations by the plan’s actuary. The actuary has adopted the aggregate funding method to ensure that the benefit entitlements of
members and other beneficiaries are fully funded by the time they become payable. This funding method seeks to have benefits funded by
a total contribution which is expected to be a constant percentage of members’ salaries and wages over their working lifetimes. Actuarial
assessments are made at no more than three yearly intervals, with the most recent actuarial assessment undertaken as at 30 June 2019 by
Mercer Consulting (Australia) Pty Ltd.

The ESF does not impose a legal liability on employer agencies to cover any deficits that may exist in the Fund. If the Fund was to be
wound up, there would be no legal obligation on employer agencies to make good any shortfall. The Trust Deed of the Fund states that if
the Fund is terminated, after payment of all costs and member benefits in respect for the period up to the date of termination, any remaining
assets are to be distributed by the Trustees of the Fund, acting on the advice of the actuary, to participating employers.

Employer agencies may benefit from any surplus in the Fund in the form of a contribution reduction or contribution holiday. Any reduction in
contributions would normally be implemented only after advice from the Fund’s actuary.

The defined benefit account of this Fund is closed to new members.

On 1 July 2021, Energy Super Fund and LGIASuper merged, creating one fund which is managed by LGIASuper Trustee.

General Government Total State
2021 2020 2021 2020
M M M M

Present value of the defined benefit obligation
QSuper DB 32,713 32,355 32,713 32,355
Judges 1,155 1,003 1,155 1,003
ESF - - 934 968
Total present value of the defined benefit obligation 33,868 33,358 34,802 34,326
Fair value of plan assets
QSuper DB 6,546 5,558 6,546 5,558
ESF - - 1,207 1,120
Total fair value of the plan assets 6,546 5,558 7,753 6,678
Defined benefit obligation Liability/(Asset) recognised in
Balance Sheet
QSuper DB 26,167 26,797 26,167 26,797
Judges 1,155 1,003 1,155 1,003
ESF - - (273) (152)
Liability/(Asset) recognised in Balance Sheet 27,322 27,800 27,049 27,648
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Retirement benefit obligations continued

Reconciliation of the present value of the defined benefit obligation
Opening balance

Current service cost

Contributions by plan participants

Interest cost

Benefits paid (including contributions tax)

Actuarial (gain)/loss

Closing balance

Reconciliation of the fair value of plan assets

Opening balance

Return on plan assets at discount rate

Return on plan assets above/(below) discount rate (actuarial gain)
Employer contributions - State share of beneficiary payments
Employer contributions

Contributions by plan participants

Benefits paid (including contributions tax)

Closing balance

Present value of the obligation by funding policy
Present value of the obligation - wholly unfunded
Present value of the obligation - wholly/partly funded

Amounts recognised in Operating Statement
Current service cost (including employer contributions)
Superannuation interest cost

Total amounts recognised in Operating Statement

Remeasurements of net defined benefit obligation

Actuarial gain/(loss) due to changes in demographic assumptions
Actuarial gain/(loss) due to changes in financial assumptions
Actuarial gain/(loss) due to changes in experience adjustments
Return on plan assets above/below discount rate

Amounts recognised in Statement of Changes in Net

Assets (Equity)

General Government Total State
2021 2020 2021 2020
M M M M
33,358 33,958 34,326 34,880
806 964 837 995
175 183 185 194
294 435 313 458
(2,312) (2,102) (2,379) (2,167)
1,547 (81) 1,520 (34)
33,868 33,358 34,802 34,325
5,558 6,349 6,677 7,534
48 81 70 108
1,345 (700) 1,465 (744)
1,707 1,723 1,707 1,723
- - 3 6
175 183 185 193
(2,286) (2,079) (2,354) (2,143)
6,546 5,558 7,753 6,678
1,155 1,003 1,155 1,003
26,167 26,797 25,894 26,645
27,322 27,800 27,049 27,648
806 964 837 995
246 354 243 349
1,052 1,318 1,080 1,343
211 - 21 -
(1,473) 169 (1,460) 148
(285) (88) (271) (113)
1,345 (700) 1,464 (744)
(202) (619) (55) (709)
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48. Retirement benefit obligations continued
Plan Asset Allocations
The State Public Sector Superannuation Scheme holds investments with the following asset allocations:
Quoted Unquoted Quoted Unquoted
2021 2021 2020 2020
M M $Mm M
Global equities 5,335 - 4,317 -
Global private equity - 69 - 69
Global real estate - 905 - 892
Cash and fixed interest - 237 - 280
5,335 1,211 4,317 1,241
QSuper plan assets are those held within the QSuper Trust Fund only. QSuper holds investments in unit trusts that hold financial
instruments issued by the State. These instruments are difficult to value accurately and are immaterial in proportion to the value of
the unit trusts. In addition, these trusts own properties which are used by Government agencies. Again, the exact values attributable
to these tenancies are difficult to determine accurately, nor do they represent a material proportion of the fair value of plan assets.
No plan assets are held in respect of the Judges’ Scheme or Governors’ Pensions.
The major categories of Energy Super Fund plan assets are as follows:
2021 2020
M M
Global equities 495 548
Cash and fixed interest 265 191
Real estate 97 90
Other 350 291
1,207 1,120
QSuper DB QSuper DB ESF ESF
2021 2020 2021 2020
$Mm M M M
Actual return on plan assets 1,393 (618) 142 17)
The estimate of employer contributions to be paid in 2021-22 is $1.975 billion for QSuper DB and $2 million for ESF.
At 30 June 2021, the weighted average duration of the QSuper defined benefit obligation is 9 years (2020: 8.9 years).
QSuper DB QSuper DB Judges Judges ESF ESF
Principal actuarial assumptions at: 2021 2020 2021 2020 2021 2020
Discount rate (gross) 1.50% 0.90% 1.50% 0.90% 1.7-2.5% 1.9-23%
Future inflationary salary increases 3.10% 2.00% 3.10% 2.00% 3.00% 3.00%
Expected CPI increases 2.10% 1.00% N/A N/A N/A N/A
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Retirement benefit obligations continued
Sensitivity Analysis for each significant actuarial assumption
QSuper DB Judges

2021 2021
M $M

Change in defined benefit obligation brought about by a 1% increase in:
Discount rate (2,672) (174)
Future inflationary salary increases 2,761 215
Expected CPI increases 225 N/A

The sensitivity analysis shown above represents the effects of notional changes in each of the key parameters underlying the
obligations, while holding all other assumptions constant. The sensitivity analysis may not be representative of the actual change in
the defined benefit obligation as it is unlikely that the change in assumptions would occur in isolation of one another as some of the
assumptions are correlated. They are not intended to represent any particular probability of occurrence.

In presenting the above sensitivity analysis, the present value of the defined benefit obligation has been calculated using the
projected unit credit method at the end of the reporting period, which is the same as that applied in calculating the defined benefit
obligation liability recognised in the Balance Sheet.

QSuper funding arrangements and funding policy that affect future contributions

QSuper defined benefit category members are required to contribute a percentage of salary. Standard member contributions range
between 2 - 6% of salary.

Unlike typical regulated defined benefit schemes, only the employee contributions are held within the QSuper Fund. Employer
contributions received from employing authorities are held separate from the QSuper Fund in the Long Term Asset portfolio held by
QTC. The State makes a last minute contribution to the QSuper Fund when a member exits the defined benefit scheme. Employer
contributions to the Fund are decided by the QSuper Board based on the recommendation of the Actuary (92% of benefit payments
and capitalised new pensions) as per the relevant actuarial investigation for funding purposes.

Under the Debt Action Plan announced in the 2015-16 Budget, the Government suspended for five years, commencing in 2015-16,
the investment of defined benefit employer contributions. Investment of defined benefit employer contributions recommenced in the
2020-21 financial year.

The Long Term Asset portfolio held by the Government, within the TSS, to fund the employee entitiement liabilities includes interest
rate and inflation linked portfolios intended to partially hedge the corresponding liability risks.

Employee numbers

The number of full time equivalent employees in the GGS at 30 June 2021 relating to the GGS entities listed in Note 50 totalled
241,288 (2020: 238,237). Per Budget Paper 2, Table 5.2, the estimated number of full time equivalents at 30 June 2021 was
238,673. Using the same scope as Budget Paper 2, the actual number of full time equivalents is 235,394 (2020: 232,426).

The number of Total State full time equivalent employees at 30 June 2021 relating to the consolidated entities listed in Note 50
totalled 262,815 (2020: 259,644).

Related parties and Ministerial remuneration
Key Management Personnel
All Ministers in the Queensland Cabinet are considered to be Key Management Personnel (KMP) of the State (including the GGS).

The aggregate remuneration of all Ministers (according to the period of time each Member of Parliament served as Minister) is as
follows:

2021 2020

M M
Short-term benefits 6 6
Post-service benefits 1 1
Total 7 7
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Related parties and Ministerial remuneration continued
Key Management Personnel continued

Short-term benefits include base and additional salary entitlements, motor vehicle allowances, personal use of motor vehicles,
chauffeur services and other entitlements. Post-service benefits comprise Government superannuation contributions for Ministers.

There are no material transactions between the State and Key Management Personnel and their related entities.
Transactions between the GGS and entities within the PNFC and PFC Sectors

Note 1(b) describes the reporting relationship between the GGS and entities within the PNFC and PFC Sectors. These entities are
partially consolidated and are disclosed as investments in public sector entities in Note 24(b). Names of these individual entities can
be found in Note 50.

The following are the major transactions and balances (>$100 million) between the GGS and other public sector entities:
Revenue and assets

The GGS records dividend and income tax equivalent income from entities within the PNFC and PFC Sectors as per Note 7, with the
related receivables per Note 23(a). Deferred tax equivalent income from the PNFC and PFC Sectors is shown on the Operating
Statement and deferred tax equivalent assets and liabilities are shown on the Balance Sheet.

The State has cash fund balances with QTC which are disclosed in Note 22.

The GGS holds fixed rate notes from QTC which earn interest that is included in Note 6 and incurs a market value adjustment
included in Note 16. The carrying value of the notes in the Balance Sheet is disclosed in Note 24(a). The rate on the fixed rate notes
is also discussed in Note 46(c)(i).

The GGS receives competitive neutrality fees from entities within the PNFC and PFC sector which are included in guarantee fees
per Note 3. GGS payroll tax revenue per Note 3 includes $132 million (2020: $125 million) from entities within PNFC and PFC
Sectors. GGS sales of goods and services (including revenue from contracts with customers) with the PNFC Sector are included in
Note 5.

Expenses and liabilities

The GGS has borrowings with QTC. Note 13 discloses the interest expense which is predominantly with QTC and the borrowing
balances are shown in Note 37(c). Further information on the terms of the QTC loans can be found in Note 46(c)(i).

Under the State’s cash management regime, GOCs advance surplus cash to the GGS. The GGS pays interest on these advances at
the QTC Cash Fund rate. The balance outstanding on these GOC advances is per Note 37(b).

The GGS has a transport service contract expense with Queensland Rail, disclosed in Note 11, and pays community service
obligations to electricity and water PNFC entities as per Note 14. Electricity expenses, also disclosed in Note 11, are paid by the
GGS to electricity entities in the PNFC Sector.

Workers’ compensation premiums are paid to WorkCover by the GGS as per Note 9.
Equity injections and withdrawals

During the year, the GGS invested $147 million in Powerlink Queensland to partially fund the construction of the transmission line
connection of the Genex Clean Energy hub in North Queensland to the national electricity grid. In addition, $50 million was invested
in the National Injury Insurance Scheme, a PFC, and $45 million in Port of Townsville. Dividends treated as capital returns are
disclosed in Note 19.

Other

In April 2021, the GGS entered into a Debt Retirement Fund Fixed Rate Note (FRN) with QTC to support the first Queensland Future
Fund — the Debt Retirement Fund (DRF). $1.5 billion of funding for the DRF came from surplus defined benefit assets already held
by the GGS. $206 million of shares held in the PNFC sector were transferred at market value to the GGS and contributed to the
DRF. In June 2021, the GGS transferred its Titles Registry operations to QTC. QTC subsequently transferred the holdings in the
Titles Registry (valued at $8 billion) into a unit trust managed by Queensland Investment Corporation. In consideration, QTC
increased the value of the DRF FRN and Long Term Asset FRN for 75 per cent and 25 per cent respectively of the fair value of the
Titles Registry.
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50. Controlled entities
Public sector entities are generally considered material for the purposes of this report if they meet either of the following criteria:
— net operating result in excess of $5 million; or
— net assets in excess of $100 million (2020: $75 million).

However, in addition to material entities, the State consolidates some entities which are not material in terms of the operating position or net
asset position criteria if they are either a department or if they are funded for the delivery of services.

When financial results are available in respect of non-material entities, they are reviewed with the aim of including any newly material
entities in the following year’s consolidated financial statements.

Newly created entities that are expected to meet the materiality criteria on the basis of their initial budget estimates are included in the
consolidated financial statements from the time of their establishment.

The GGS has 100% ownership and voting power in other Queensland public sector entities, classified as either PNFCs or PFCs.

The following controlled entities of the Government have been included in the consolidated financial statements for the year ended 30 June
2021. The list has been classified by activity sectors as outlined in Note 1(c). Entities denoted with an asterisk are consolidated with the
accounts of the preceding entity.

General Government
Departments

Aboriginal and Torres Strait Islander Partnerships (Abolished as at 12 November 2020)
Agriculture and Fisheries
Children, Youth Justice and Multicultural Affairs (Renamed as at 12 November 2020)
Communities, Housing and Digital Economy (Renamed as at 12 November 2020)
* Arts Queensland
* CITEC - commercialised business unit
* Corporate Administration Agency - shared service provider
* Queensland Shared Services - shared service provider
Education
* Australian Music Examinations Board
Employment, Small Business and Training
Energy and Public Works (Established 12 November 2020)
* QBuild - commercialised business unit
* QFleet - commercialised business unit
Environment and Science
Justice and Attorney-General
Premier and Cabinet
* Screen Queensland Pty Ltd
Public Safety Business Agency (Abolished as at 1 July 2021)
Queensland Corrective Services
Queensland Fire and Emergency Services
Queensland Health
Queensland Police Service
Queensland Treasury
Regional Development, Manufacturing and Water (Renamed as at 12 November 2020)
Resources (Renamed as at 12 November 2020)
Seniors, Disability Services and Aboriginal and Torres Strait Islander Partnerships
(Renamed as at 12 November 2020)
State Development, Infrastructure, Local Government and Planning (Renamed as at 12 November 2020)
* Economic Development Queensland - commercialised business unit
Tourism, Innovation and Sport (Renamed as at 12 November 2020)
Transport and Main Roads
* RoadTek - commercialised business unit
Youth Justice (Abolished as at 12 November 2020)
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Controlled entities continued
Other General Government entities

Board of the Queensland Museum
* Queensland Museum Foundation Trust
Crime and Corruption Commission
Cross River Rail Delivery Authority
Electoral Commission of Queensland
Gold Coast Waterways Authority
Hospital and Health Services
Cairns and Hinterland
Central Queensland
Central West
Children’s Health Queensland
Darling Downs
Gold Coast
Mackay
Metro North
Metro South
North West
South West
Sunshine Coast
Torres and Cape
Townsville
West Moreton
Wide Bay
Human Rights Commission
Legal Aid Queensland
Legislative Assembly
Library Board of Queensland
* Queensland Library Foundation
Motor Accident Insurance Commission
Nominal Defendant
Office of the Governor
Office of the Health Ombudsman
Office of the Information Commissioner
Office of the Inspector-General of Emergency Management
Office of the Ombudsman
Prostitution Licensing Authority
Public Service Commission
Queensland Art Gallery Board of Trustees
* Queensland Art Gallery | Gallery of Modern Art (QAGOMA) Foundation
Queensland Audit Office
Queensland Building and Construction Commission
Queensland Curriculum and Assessment Authority
Queensland Family and Child Commission
Queensland Mental Health Commission
Queensland Performing Arts Trust
Queensland Racing Integrity Commission
Queensland Reconstruction Authority
Queensland Rural and Industry Development Authority
Residential Tenancies Authority
South Bank Corporation
TAFE Queensland
* Aviation Australia Pty Ltd
The Council of the Queensland Institute of Medical Research
The Public Trustee of Queensland
Tourism and Events Queensland
* Gold Coast Events Management Ltd
Trade and Investment Queensland
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Controlled entities continued
Public Non-financial Corporations

CleanCo Queensland Limited
CS Energy Limited
* Aberdare Collieries Pty Ltd
* Callide Energy Pty Ltd
* CS Energy Group Holdings Pty Ltd
* CS Energy Group Operations Holdings Pty Ltd
* CS Energy Kogan Creek Pty Ltd
* CS Energy Oxyfuel Pty Ltd
* CS Kogan (Australia) Pty Ltd
* Kogan Creek Power Pty Ltd
* Kogan Creek Power Station Pty Ltd
*T75 CS Energy Segregated Cell
Energy Queensland Limited
* Energex Limited
* Ergon Energy Corporation Limited
* Ergon Energy Queensland Pty Ltd
* SPARQ Solutions Pty Ltd
* Varnsdorf Pty Ltd
* VH Operations Pty Ltd
* Yurika Pty Ltd
* Metering Dynamics Pty Ltd
* Ergon Energy Telecommunications Pty Ltd
Far North Queensland Ports Corporation Limited
Gladstone Area Water Board
Gladstone Ports Corporation Limited
* Gladstone Marine Pilot Services Pty Ltd
Mount Isa Water Board
North Queensland Bulk Ports Corporation Limited
* Ports Corporation of Queensland Limited (dormant)
* Mackay Ports Limited (dormant)
Port of Townsville Limited
Powerlink Queensland
* Harold Street Holdings Pty Ltd
* Powerlink Transmission Services Pty Ltd
* Queensland Capacity Network Pty Ltd
Queensland Bulk Water Supply Authority (trading as Seqwater)
Queensland Rail
* Queensland Rail Limited
* On Track Insurance Pty Ltd
Queensland Treasury Holdings Pty Ltd (controlled entity of Queensland Treasury)
* Brisbane Port Holdings Pty Ltd
* City North Infrastructure Pty Ltd (dormant)
*DBCT Holdings Pty Ltd
* Queensland Airport Holdings (Cairns) Pty Ltd (dormant)
* Queensland Airport Holdings (Mackay) Pty Ltd (dormant)
* Queensland Lottery Corporation Pty Ltd
Stadiums Queensland
Stanwell Corporation Limited
* Energy Portfolio 1 Pty Ltd (dormant)
* Glen Wilga Coal Pty Ltd (dormant)
* Goondi Energy Pty Ltd
* Mica Creek Pty Ltd
* SCL North West Pty Ltd
* Tarong Energy Corporation Pty Ltd (dormant)
* Tarong Fuel Pty Ltd
* Tarong North Pty Ltd
* TEC Coal Pty Ltd
* TN Power Pty Ltd
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Controlled entities continued
Public Non-financial Corporations continued

SunWater Limited
* Burnett Water Pty Ltd
* Eungella Water Pipeline Pty Ltd
* North West Queensland Water Pipeline Pty Ltd

Public Financial Corporations

QIC Limited (non-trading entities are not included in this list)

* QIC European Investment Services Limited
* QIC Infrastructure Management Pty Ltd
* QIC Infrastructure Management No.2 Pty Ltd
* QIC Investments No. 1 Pty Ltd
* QIC Investments No. 2 Pty Ltd
* QIC Investments No. 3 Pty Ltd
* QIC Private Capital Pty Ltd
* QICP Pty Ltd
* QIC Retail Pty Ltd
* QIC (UK) Management Limited
* QIC US Management, Inc.
* QIC Corporate Management, Inc.
* QIC Global Infrastructure (US), Inc.
* QIC Non-Member Manager LLC
* QIC Properties US, Inc.
* QIC QGIF GP Co No. 1 Inc
* QIC US Investment Services Inc
* QIC US Private Equity, LLC
* QIC US Private Equity No. 2 LLC

* QIC US Regional Shopping Center Fund GP LLC

* QIC US Shopping Centre Fund No.1 GP LLC
* South Bay Managing Member LLC
The National Injury Insurance Agency, Queensland
Queensland Treasury Corporation
WorkCover Queensland

Reconciliation to GFS

As required by AASB1049, the purpose of this note is to reconcile the key aggregates per AASB1049 to the calculations in terms of

the GFS Manual.

With the introduction of AASB16 Leases, former operating leases are now recorded on the Balance Sheet and lease expenses have
been reallocated from supplies and services to lease amortisation and lease finance charges. This is inconsistent with the GFS
Manual, resulting in convergence differences. It would be a significant administrative burden for the State to continue to track
operating leases solely for the purposes of these reconciliations, so the impact of AASB16 is not shown in these reconciliations.

The following reconciliations to GFS are determined in accordance with the ABS GFS Manual.

(a) Reconciliation to GFS Net Operating Balance

2021
Net result from transactions
Net operating balance (as per Operating Statement)

Convergence differences
Other operating expenses - onerous
contract
Other property expenses - income transferred
by Public Enterprises as dividends
Total convergence differences
GFS Net Operating Balance

Notes = GGS PNFC PFC Elims TSS
$m $m M M M

(937) 1,162 (2,656) (831) (3,262)

i - (14) - - (14)
i - (735) (95) 831 -
- (749) (95) 831 (14)

(937) 413 (2,751) - (3,276)
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51. Reconciliation to GFS continued

(a) Reconciliation to GFS Net Operating Balance continued

Notes GGS PNFC PFC Elims TSS
M M M $M M

2020
Net result from transactions

Net operating balance (as per Operating Statement) (5,728) 928 (3,211) (1,180) (9,191)
Convergence differences

Other operating expenses - onerous

contract i - - - - -

Other property expenses - income transferred by Public

Enterprises as dividends ii - (1,086) (94) 1,180 -
Total convergence differences - (1,086) (94) 1,180 -
GFS Net Operating Balance (5,728) (158) (3,305) - (9,191)

Notes:
The convergence differences comprise:

(i) The Operating Statement treats onerous contract expenses as other economic flows included in the operating result. GFS
only recognises expenses from transactions when payments are made from the provision. This difference flows through to the
TSS.

(ii) GFS ftreats dividends to owners as an expense, whereas in the Operating Statement, they are treated as a distribution to
owners and therefore a direct debit to equity. The differences do not flow through to the TSS as they arise from inter-sector
transactions.

An elimination difference arises in respect of social benefits of $40 million (2020: $39 million) in the GGS and $140 million (2020:
$226 million) in the TSS. In accordance with the ABS GFS Manual, certain transactions within and between the GGS and the PNFC
sector are not eliminated on consolidation of the GGS or TSS, whereas under AASB 10, intragroup transactions are eliminated in full.
These benefits are grossed up for GFS reporting in sales of goods and services and other operating expenses and there is no net
effect on the net operating balance.

(b) Reconciliation to GFS Fiscal Balance

Notes GGS PNFC PFC Elims TSS
$m $m M M M
2021
Fiscal Balance (as per Operating Statement) (5,015) 637 (2,650) (858) (7,886)
Convergence differences
Relating to net operating balance - (749) (95) 831 (14)
Purchases of non-financial assets i (114) - - - (114)
Sales of non-financial assets i 98 - - - 98
Change in net inventories i, ii (28) - - - (28)
GFS Fiscal Balance (5,059) (112) (2,745) (27) (7,944)
2020
Fiscal Balance (as per Operating Statement) (9,164) 305 (3,204) (1,200) (13,263)
Convergence differences
Relating to net operating balance - (1,086) (94) 1,180 -
Purchases of non-financial assets i (129) - - - (129)
Sales of non-financial assets i 94 - - - 94
Change in net inventories i, ii (6) - - - (6)
GFS Fiscal Balance (9,205) (781) (3,298) (19) (13,304)
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51. Reconciliation to GFS continued
(b) Reconciliation to GFS Fiscal Balance continued
Notes:
The convergence differences comprise:

(i) GFS treats purchases and sales of land inventories and assets held for rental and subsequently held for sale as purchases and
sales of non-financial assets. These are reflected in changes in net inventories for AASB 1049.

(i) For AASB 1049, change in net inventories includes total changes in the balance of land inventories and assets held for rental
and subsequently held for sale.

(c) Reconciliation to GFS Net Worth

Notes GGS PNFC PFC Elims TSS
M M M $m M
2021
Net Worth (as per Balance Sheet) 209,625 18,655 2,775 (29,344) 201,710
Convergence differences
Financial assets
Investment in other entities i 5,594 - - (5,594) -
Non-financial assets
Restoration assets ii (2) (130) - - (132)
Deferred tax assets iii (6,549) (1,535) (108) 8,191 -
SCA - GORTO iv (9,939) - - - (9,939)
Liabilities
Deferred tax liabilities v 1,642 6,530 19 (8,192) -
Restoration provision Vi 1 682 - - 683
Provision for onerous contracts Vii - 136 - - 136
Service concession liabilities Viii 7,633 - - - 7,633
Shares and other contributed equity ix - (24,338) (2,686) 27,023 -
Total convergence differences (1,619) (18,655) (2,775) 21,429 (1,619)
GFS Net Worth 208,006 - - (7,915) 200,091
2020
Net Worth (as per Balance Sheet) 195,646 18,991 2,580 (32,786) 184,430
Convergence differences
Financial assets
Investment in other entities i 5,632 - - (5,632) -
Non-financial assets
Restoration assets ii (1) (223) - - (225)
Deferred tax assets iii (6,121) (908) (167) 7,196 -
SCA - GORTO iv (10,030) - - - (10,030)
Liabilities
Deferred tax liabilities v 1,074 6,091 29 (7,196) -
Restoration provision Vi 1 748 - - 748
Provision for onerous contracts vii - 62 - - 62
Service concession liabilities viii 7,866 - - - 7,866
Shares and other contributed equity ix - (24,760) (2,442) 27,202 -
Total convergence differences (1,579) (18,991) (2,580) 21,570 (1,579)
GFS Net Worth 194,067 - - (11,216) 182,851
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51. Reconciliation to GFS continued
(c) Reconciliation to GFS Net Worth continued

Notes:

The convergence differences comprise:

(i)

(ii)

(iii)

(vi)

(vii)

(viii)
(ix)

The measurement of equity investments in other public sector entities differs for GFS in that, for example, net restoration
provisions, onerous contract provisions and deferred income tax balances are not recognised in net worth under GFS. In
addition, the negative net worth of the individual public sector entities is included in the GGS valuation of those entities.

Reconciliation of GAAP GGS investments in other public sector entities to GFS:

General Government

2021 2020

M $M

Investments in other public sector entities under GAAP 21,429 21,570
Add net deferred tax equivalent liabilities reported by PNFC and PFC 4,907 5,047
Add provisions for onerous contracts recorded by PNFC and PFC 136 62
Add net restoration costs 551 524
Investments in other public sector entities under GFS 27,023 27,202

GFS does not recognise restoration assets, whereas restoration assets have been recognised in the Balance Sheet. This
difference flows through to the TSS.

GFS does not recognise deferred tax assets, whereas deferred tax assets are classified as non-financial assets in the
Balance Sheet. The difference does not flow through to the TSS as it arises from inter-sector transactions.

GFS does not recognise SCA— GORTO assets whereas these have been recognised in the Balance Sheet.

GFS does not recognise deferred tax liabilities, whereas deferred tax liabilities are classified as non-financial liabilities in the
Balance Sheet. The difference does not flow through to the TSS as it arises from inter-sector transactions.

GFS does not recognise restoration provisions, whereas restoration provisions have been recognised in the Balance Sheet.
This difference flows through to the TSS.

GFS does not recognise a provision for onerous contracts, whereas a provision for onerous contracts is recognised in the
Balance Sheet. This difference flows through to the TSS.

GFS does not recognise SCA — GORTO liabilities whereas these are recognised on the Balance Sheet.

GFS measures net worth as assets less liabilities less shares/contributed equity. Shares/contributed equity are not deducted
under Australian Accounting Standards.

The change in net worth is listed in AASB 1049 as a key aggregate, a separate reconciliation of the Change in net worth per the
Balance Sheet compared to GFS has not been prepared as it is evident from the two years of net worth reported above.

(d) Reconciliation to GFS Cash Surplus/(Deficit)

Notes GGS PNFC PFC Elims TSS
M M M $m M

2021
Cash surplus/(deficit) (6,401) (662) (1,657) (6) (8,726)
Convergence differences
Acquisitions under finances leases and

similar arrangements i (1,547) (18) (11) - (1,576)
GFS Cash Surplus/(Deficit) (7,948) (680) (1,669) (6) (10,303)
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Notes to the Financial Statements
Reconciliation to GFS continued

Reconciliation to GFS Cash Surplus/(Deficit) continued

Notes GGS PNFC PFC Elims TSS
M M M M $M
2020
Cash surplus/(deficit) (6,228) (1,248) (1,850) 9 (9,317)
Convergence differences
Acquisitions under finances leases and
similar arrangements i (1,263) (54) (4) - (1,320)
GFS Cash Surplus/(Deficit) (7,491) (1,302) (1,854) 9 (10,638)

Notes:
The convergence differences comprise:

(i) The convergence differences arise because GFS recognises a notional cash outflow relating to new finance leases and
similar arrangements in calculating cash surplus/(deficit), whereas the Cash Flow Statement does not recognise notional cash
flows. This total difference flows through to the TSS.

Expenses from transactions by function

General Government Total State
2021 2020 2021 2020
M M ™ ™
General public services 4,801 6,917 9,576 11,848
Public order and safety 5,973 5,612 5,859 5,512
Economic affairs 1,957 1,985 7,959 7,864
Environmental protection 979 942 978 926
Housing and community amenities 1,047 906 1,713 2,033
Health 20,148 19,256 19,970 19,085
Recreation, culture and religion 815 919 908 1,000
Education 15,430 15,376 15,294 15,244
Social protection 5,577 4,992 6,325 5,648
Transport 6,940 6,601 6,991 6,814
63,669 63,505 75,573 75,973

Sector assets by function

General Government Total State
2021 2020 2021 2020
M M M ™
General public services’ 55,338 42,822 81,404 65,734
Public order and safety 8,637 8,671 8,476 8,399
Economic affairs 10,379 10,166 43,732 43,767
Environmental protection 79,123 77,652 79,082 77,572
Housing and community amenities 19,107 18,723 32,732 32,381
Health 16,827 16,397 16,687 16,340
Recreation, culture and religion 4,720 4,579 5,443 5,209
Education 26,471 24,754 26,454 24,746
Social protection 3,016 2,927 5,253 4,506
Transport 98,114 91,570 107,994 101,036
321,731 298,262 407,257 379,691

1For GGS, includes fixed rate notes and investments in other public sector entities. For TSS, includes investments managed by QIC,
securities and bonds.
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54. General Government Sector Budget to actual comparison

Operating Statement

Audited Consolidated Financial Statements 2020-21 — Queensland Government 5-103



Notes to the Financial Statements

54. General Government Sector Budget to actual comparison continued

Balance Sheet
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54. General Government Sector Budget to actual comparison continued

Cash Flow Statement
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54. General Government Sector Budget to actual comparison continued

Cash Flow Statement continued

Published
Budget Actual
2021 2021 Change  Change
M M M %

KEY FISCAL AGGREGATES
Net Cash from Operating Activities (6,581) 219 6,800
Net Cash Flow from Investments in Non-Financial Assets (7,316) (6,619) 697
CASH SURPLUS/(DEFICIT) (13,898) (6,401) 7,497
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (13,898) (6,401) 7,497
Acquisitions under finance leases and similar arrangements (1,571) (1,547) 23 (1.5%)
ABS GFS Cash Surplus/(Deficit) Including Finance Leases and
Similar Arrangements (15,468) (7,948) 7,521

Explanations of major variances between AASB 1049 actual amounts and corresponding original Budget amounts for GGS
Operating Statement

1. Taxation revenue was $1.919 billion higher than the 2020-21 Budget estimate primarily driven by the rebound in economic
conditions following the initial impact of the COVID-19 pandemic, with a significant improvement recorded in transfer duty of
$1.26 billion, payroll tax revenue of $269 million, combined motor vehicle duties and registration of $176 million and gambling taxes
and levies of $106 million as venues re-opened.

2. Grant revenue was $3.919 billion higher than the 2020-21 Budget forecast mainly due to the following:

— Increase of $2.718 billion in GST revenue from original Budget due to higher national GST collections following stronger than
expected national household spending and dwelling investment as well as better than expected recovery of outstanding GST
debt.

— Increased Commonwealth specific purpose payments of $1.087 billion due to additional National Health Reform funding,
including for the COVID-19 health response, early payment of 2021-22 Financial Assistance grants to councils into the 2021
financial year, increase in skills and workforce development funding and commencement of the HomeBuilder program.

— Increase of $161 million in Commonwealth National Partnership Payments mainly for road and land infrastructure.

3. Dividend and income tax equivalent income was $131 million higher compared to the 2020-21 Budget estimate with increased
income from the electricity networks and Queensland Rail due to improved operating conditions partly offset by a decline in income
from electricity generation businesses due in part to lower wholesale electricity prices and the impact of the Callide Power Station
turbine failure.

4. Other revenue increased $359 million over the 2020-21 Budget estimate in part due to COVID-19 quarantine fees and increased
coal royalties as a result of higher prices, which to some extents, were offset by lower non-coal mining, petroleum and gas royalties.

5. Superannuation expenses were $158 million lower than forecast in part due to a change in financial assumptions used in the
actuarial valuation of the defined benefit superannuation liabilities.

6. Other operating expenses were $620 million lower than the 2020-21 Budget estimate. The lower operating expenses were partially
due to deferral of health expenditure including COVID-19 clinical stockpile reserves program into the following financial year. In
addition, expected Department of Education expenses were lower due to COVID-19 restrictions such as lower student course
supplies and consumables and international student Homestay expenses, as well as timing of Cross River Rail project works.

7. Interest expenses were lower than the 2020-21 Budget estimate partly due to lower new borrowing requirements in the financial year
as a result of the better than expected net operating deficit.
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54. General Government Sector Budget to actual comparison continued

Explanations of major variances between AASB 1049 actual amounts and corresponding original Budget amounts for GGS
continued

Operating Statement continued

8.

9.

10.

Grants expenses were $294 million lower than Budget due to:
— Less than expected take up on North Queensland Restocking, Replanting and On-farm Infrastructure grants;

— Timing of payments under various grant programs which were re-scheduled to next financial year, including grants under
employment initiatives, housing, tourism and sport programs;

— Lower than expected payroll tax and land tax rebates under the Government’'s COVID-19 response measures; and
— lower natural disaster payments to local councils.

These lower grants were partially offset by the bring forward of 2021-22 Financial Assistance Grants to local councils, increase
in funding for non-State schools by the Australian Government and higher First Home Owners’ Grants and commencement of
the Commonwealth HomeBuilder grant program.

Other economic flows included in operating result were $5.641 billion higher than the 2020-21 Budget. This variance was due in
large part to:

— Higher than expected gain on transfer of Queensland Titles Registry Pty Ltd to QTC;

— The fair value increment on the fixed rate note with QTC which is linked to the fair value of QTC’s corresponding long term
asset portfolio held with QIC; and

— Higher dividend and tax equivalent capital returns with Queensland Treasury Holdings transferring shares to Queensland
Treasury as an in-specie dividend for subsequent contribution to the Debt Retirement Fund and additional capital return
from Powerlink Queensland.

These adjustments were partially offset by actuarial adjustments to the Long Service Leave Central Scheme and the
Queensland Government Insurance Fund.

Other movements in equity were $2.741 billion higher than estimated in the 2020-21 Budget due to an increase in property, plant
and equipment of $4.896 billion mainly from upwards valuation of road infrastructure and land under roads. These adjustments
were partially offset by the impact to equity of recognition of service concession assets and liabilities on adoption of AASB 1059
in the 2020-21 Budget and downward valuation of the investment in the PNFC and PFC Sector entities.

Balance Sheet

11.
12.

13:

14.

15.

16.

17.

18.

Refer to Cash Flow Statement for movements in the cash balance.

Receivables were $1.062 billion higher than the 2020-21 Budget, partly reflecting the GST grant receivable at year end, higher
dividend and current tax equivalents receivable from PNFC entities, offset in part by lower receivables of taxes and royalty
income.

Securities other than shares were $6.91 billion higher than the 2020-21 Budget reflecting the higher than expected value on
transfer of Queensland Titles Registry Pty Ltd to a QIC managed unit trust as part of establishing the Debt Retirement Fund, and
the fair value increment on the long term asset fixed rate notes with QTC (refer Note 16).

The reduction of $423 million in the investments in public enterprises is due to the combined movements in the net worth of
PNFC and PFC Sector entities and mainly results from asset write downs and market value adjustments to securities and
derivative liabilities.

The increase of $3.98 billion in property, plant and equipment over the 2020-21 Budget is mainly due to road infrastructure and
land under roads revaluations made post the original Budget estimate, partially offset by lower than budget forecast purchases of
non-financial assets.

The increase of $3.42 billion for SCA — GORTO over the 2020-21 Budget estimate follows the final valuations of these assets and
liabilities on adoption of AASB 1059.

Deferred tax assets and liabilities were higher than the 2020-21 Budget largely due to deferred tax asset and liability movements
being set off for budget reporting by Stanwell Corporation Limited.

Other employee benefit obligations were $381 million higher than the 2020-21 Budget due to actuarial valuation adjustments to
the Long Service Leave Central Scheme liabilities.
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54. General Government Sector Budget to actual comparison continued
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Certification of Queensland State Government Financial Statements

General Government Sector and Total State Sector Consolidated Financial Statements
2020-21

Management Certificate
The foregoing GGS and TSS consolidated financial statements have been prepared pursuant to section 25(1)(a) and (b) of the Financial
Accountability Act 2009 and other prescribed requirements.

In our opinion and in terms of section 25(3) of the Financial Accountability Act 2009, we certify that the GGS and TSS consolidated
financial statements have been properly drawn up, under the prescribed requirements, to present a true and fair view of:

(i) the financial operations and cash flows of the Government of Queensland for the financial year; and
(ii) the financial position of the Government of Queensland at 30 June 2021.

At date of certification of the statements, we are not aware of any material circumstances that would render any particulars included in the
GGS and TSS consolidated financial statements misleading or inaccurate.

David Newby, CA Leon Allen The Honourable Cameron Dick MP
Director, Financial Reporting Under Treasurer Treasurer
Queensland Treasury Queensland Treasury Minister for Trade and Investment

22 October 2021

Audited Consolidated Financial Statements 2020-21 — Queensland Government 5-109



® Queensland
® @ Audit Office

Better public services

INDEPENDENT AUDITOR’S REPORT
To the Treasurer of Queensland

Report on the audit of the financial report

Opinion

I have audited the accompanying consolidated financial report of the Queensland Government including the General
Government Sector and Total State Sector.

In my opinion, the financial report:

a) gives a true and fair view of the Queensland Government’s financial position as at 30 June 2021, and its financial
performance and cash flows for the year then ended

b) complies with the Financial Accountability Act 2009 and Australian Accounting Standard AASB 1049 Whole of
Government and General Government Sector Financial Reporting.

The financial report comprises the balance sheets as at 30 June 2021, operating statements, statements of changes in equity
(net worth), and cash flow statements for the year then ended, notes to the financial statements including summaries of
significant accounting policies and other explanatory information, and the certificate given by the Treasurer, Under Treasurer
and Director, Financial Reporting.

Basis for opinion

| conducted my audit in accordance with the Auditor-General Auditing Standards, which incorporate the Australian Auditing
Standards. My responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Report section of my report.

| am independent of the Queensland Government in accordance with the ethical requirements of the Accounting Professional
and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to my audit
of the financial report in Australia. | have also fulfilled my other ethical responsibilities in accordance with the Code and the
Auditor-General Auditing Standards.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.
Key audit matters

Key audit matters are those matters that, in my professional judgement, were of most significance in my audit of the financial
report of the current period. | addressed these matters in the context of my audit of the financial report as a whole, and in
forming my opinion thereon, and | do not provide a separate opinion on these matters.
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Valuation of property, plant and equipment (Total State Sector $293.41 billion; General Government Sector $230.96 billion at
30 June 2021)

Refer to Note 31 in the financial report.

Key audit matter How my audit procedures addressed this key audit matter

Property, plant and equipment is the most material balance on the For material assets that were reported at fair value in entity
Balance Sheet and is reported at fair value in compliance with AASB financial statements, my procedures included, but were not limited

13 Fair Value Measurement. to:
The valuation of some assets requires significant management » confirming, on a sample basis, the fair value of material assets
judgement due to the uncertainties inherent in the valuation of these included in the consolidated statements to the public sector
significant physical assets. entity’s audited financial statements
Complex valuation methodologies are applied to certain government <« confirming the appropriateness of the approach used to
assets including infrastructure assets, and some asset classes are measure the fair value for each type of asset class, and
difficult to value due to their nature. The inputs to valuation models identifying the significant judgements made by management in
are subjective and are reliant upon significant estimates and determining fair value
judgements. _ . .

» confirming the appropriateness of disclosures made under
Not all entities that are consolidated into the Whole of Government AASB 13 Fair Value Measurement by agreeing them to the
financial statements are required to report their material assets at entity’s audited financial statements.

fair value in their own general purpose financial statements. This
increases the risk that material assets may not be reported at fair
value in the consolidated financial statements.

For material assets that were not reported at fair value in entity
financial statements, my procedures included, but were not limited
to:

« assessing the methodology used to derive the fair values of
those assets

« agreeing with component auditors the approach for auditing
those values within materiality levels directed

« confirming with the component auditors the results of testing
performed over the fair values and the significant judgements
used by management

» assessing the impact of fair value adjustments on other
balances in the financial statements, including depreciation
and movements in the asset revaluation surplus

+ assessing the reasonableness of values of remaining assets
not reported at fair value to ensure that the values are not
likely to be materially different to their fair value

+ assessing the appropriateness of disclosures under AASB 13
Fair Value Measurement.
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Establishment of the Queensland Future Fund — Debt Retirement Fund ($7.7 billion as at 30 June 2021)
Refer to note 24 in the financial report

Key audit matter How my audit procedures addressed this key audit matter

Securities other than shares are a material balance in the Balance My procedures included, but were not limited to:
Sheet and are reported at fair value through profit or loss. This

includes $7.7 billion in investments held by the government as part obtaining an understanding of the legislative framework for the

of the Queensland Future Fund — Debt Retirement Fund (DRF) establishment of the DRF
established under the Queensland Future Fund Act 2020 (QFF ACt) . Obtaining an understanding of the ownership and governance
as at 30 June 2021. structure for the DRF and the initial investments made into the
During the year the government seeded initial investments into the DRF
DRF. The§e init_ial investments occurred thrqugh a sgries of asset + evaluating documentation supporting initial investments made
transfers involving several government entities and, in some into the DRF, including ensuring that asset transfers were
instances, required the restructuring of existing government appropriately authorised and complied with directions given by
operations. The assets were ultimately transferred into an unlisted the Treasurer under the QFF Act 2020
unit trust, the Debt Retirement Trust (DRT), managed by QIC
Limited. » assessing and confirming the appropriateness of the

) o accounting treatment of each transaction associated with the
In the Total State Sector (TSS), the investment represents units in establishment of the DRF including:
the DRT held by Queensland Treasury Corporation (QTC). In the - N
General Government Sector (GGS), the investment represents a - recognition and derecognition of assets transferred
Fixed Rate Note (FRN) receivable held by Queensland Treasury with between government entities in accordance with prescribed
QTC. accounting requirements,
The value of the FRN equates to the fair value of the units held in - the fair value of investments at the date of their initial
the DRT. transfer into the DRF comply with the requirements of

AASB 9 Financial Instruments and AASB 13 Fair Value
Measurement; and

- accounting for the recognition of the FRN by GGS and the
fair value of the FRN as at 30 June 2021 in accordance
with AASB 9 Financial Instruments.

| engaged an auditor’s expert to assess the value of the
Queensland Titles Registry (QTR) operations transferred to the
DRF. Work performed by the auditor’s expert included:

» obtaining an understanding of the valuation methodology
applied to the transfer of the QTR operations

» assessing the reasonableness of techniques applied in valuing
the QTR operations

» assessing the reasonableness of key assumptions and inputs
used in valuing the QTR operations, and

+ concluding on the reasonableness of the valuation applied to
the QTR operations.

In forming my opinion on the value of the investments held in the
DREF, | assessed the work performed by the auditor’s expert
including:

+ evaluating their qualifications, competence, capabilities and
objectivity

+ assessing the nature, scope and objectives of the work
completed for appropriateness, and

« evaluating the findings and conclusions for relevance,
reasonableness and consistency with other audit evidence
obtained.
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Valuation of defined benefit superannuation liability (Total State Sector $27.05 billion; General Government Sector $27.32 billion
at 30 June 2021)

Refer to Notes 36 and 48 in the financial report.

Key audit matter How my audit procedures addressed this key audit matter

The Queensland Government defined benefit superannuation liability My procedures included, but were not limited to:

is a material amount on the Balance Sheet. L , .
« obtaining management’s actuarial report and:

The underlying model used to value the liability is complex and

involves a significant degree of management judgement and ) assc-,;]ssci{ngl; the ap%r%priitegess oAfany changes to the
estimation in the selection of long-term assumptions, including salary methodology used by the State Actuary

growth, discount rates and expected CPl increases, to which the - assessing the reasonableness of any material changes to
valuation of the scheme is highly sensitive. the underlying assumptions and judgements used in

The State Public Sector Superannuation Fund (QSuper) defined estimating the liability

benefit scheme is assessed annually by the State Actuary. - confirming the accuracy of the value reported in the

consolidated financial statements

« assessing the appropriateness and adequacy of related
disclosures in the financial statements against the
requirements of applicable Australian accounting standards.

Consolidation of financial information

Key audit matter How my audit procedures addressed this key audit matter

The consolidated financial statements require the consolidation of My procedures included, but were not limited to:

financial information from over 90 public sector entities. . . . -
+ verifying the completeness of material public sector entities

Entities may apply different financial reporting frameworks or apply included in the consolidated financial statements

accounting standards and accounting policies differently in the .

preparation of their individual financial statements. ' obta!nlng assurance over the c_o.mpletentla.ss and accuracy 9f
the financial information of individual entities consolidated in

AASB 1049 Whole of Government and General Government Sector the financial statements by agreeing the financial information

Financial Reporting requires restatement or reclassification of certain back to the audited financial statements for material public

information prepared under generally accepted accounting principles sector entities

(GAAP) to comply with the Government Financial Statistics (GFS) . . . .

requirements developed by the Australian Bureau of Statistics. ' verlfylng compliance with thg ABS GFS manqal W't.h respect to
accounting treatment and disclosures in the financial
statements and the classification of entities into the relevant
sectors of government

« assessing the quality of the process used to identify and
eliminate transactions and balances occurring between public
sector entities and sectors of government

» reviewing material manual adjustments and reclassification of
amounts for reasonableness

» for those public sector entities not consolidated into the
financial statements, we confirmed that they did not exceed
the thresholds for reporting and therefore were not material.
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Other information

Other information comprises financial and non-financial information (other than the audited financial report) included in the Queensland
Government’s Report on State Finances for the year ended 30 June 2021.

The Treasurer, through Queensland Treasury, is responsible for the other information.

My opinion on the financial report does not cover the other information and accordingly | do not express any form of assurance conclusion
thereon.

In connection with my audit of the financial report, my responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial report or my knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work | have performed, | conclude that there is a material misstatement of this other information, | am required to report
that fact.

| have nothing to report in this regard.
Responsibilities of the Treasurer and Queensland Treasury for the financial report

The Treasurer, through Queensland Treasury, is responsible for the preparation of the financial report that gives a true and fair view in
accordance with the Financial Accountability Act 2009 and Australian Accounting Standard 1049 Whole of Government and General
Government Sector Financial Reporting, and for such internal control as is determined necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error. AASB 1049 requires compliance with other applicable
Australian Accounting Standards.

The Treasurer, through Queensland Treasury, is also responsible for disclosing matters related to going concern and using the going
concern basis of accounting in the preparation of the financial statements, unless this is assessed as not being appropriate.

Auditor’s responsibilities for the audit of the financial report

My objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, | exercise professional judgement and maintain professional
scepticism throughout the audit. | also:

. Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Queensland Government’s internal
control.
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. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by the group.

. Conclude on the appropriateness of the Queensland Government’s use of the going concern basis of accounting.

. Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and whether the financial
report represents the underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the group to
express an opinion on the financial report. | am responsible for the direction, supervision and performance of the audit of the group. |
remain solely responsible for my audit opinion.

| communicate with the Treasurer, through Queensland Treasury, regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that | identify during my audit.

From the matters communicated, | determine those matters that were of most significance in the audit of the financial report of the current
period and are therefore the key audit matters. | describe these matters in my auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, | determine that a matter should not be communicated in my report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

25 October 2021
Brendan Worrall Queensland Audit Office
Auditor-General Brisbane
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FORWARD-LOOKING STATEMENTS

This exhibit contains forward-looking statements. Statements that are not historical facts, including statements about the State of Queensland’s (the
“State” or “Queensland”) beliefs and expectations, are forward-looking statements. These statements are based on current plans, budgets, estimates and

CLINT3 CLINT3 CLINT3

projections and therefore you should not place undue reliance on them. The words “believe”, “may”, “will”, “should”, “estimate”, “continue”,
“anticipate”, “intend”, “expect”, “forecast” and similar words are intended to identify forward-looking statements. Forward-looking statements speak
only as of the date they are made, and neither the Queensland Treasury Corporation nor the State undertake any obligation to update publicly any of

them in light of new information or future events.

Forward-looking statements are based on current plans, estimates and projections and, therefore, undue reliance should not be placed on them. Although
the Queensland Treasury Corporation and the State believe that the beliefs and expectations reflected in such forward-looking statements are reasonable,
no assurance can be given that such beliefs and expectations will prove to have been correct. Forward-looking statements involve inherent risks and
uncertainties. We caution you that actual results may differ materially from those contained in any forward-looking statements.

A number of important factors could cause actual results to differ materially from those expressed in any forward-looking statement. Factors that could
cause the actual outcomes to differ materially from those expressed or implied in forward-looking statements include:

. the international and Australian economies, and in particular the rates of growth (or contraction) of the State’s major trading partners;

. the effects, both internationally and in Australia, of any subsequent economic downturn, as well as the effect of ongoing economic,
banking and sovereign debt risk;

. the effect of the ongoing novel coronavirus (COVID-19) pandemic;

. increases or decreases in international and Australian domestic interest rates;
. changes in the State’s domestic consumption;

. changes in the State’s labor force participation and productivity;

. downgrades in the credit ratings of the State and Australia;

. changes in the rate of inflation in the State;

. changes in environmental and other regulation; and

. changes in the distribution of revenue from the Commonwealth of Australia Government to the State.
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Appropriation Bill 2021
First Reading Speech, 15 June 2021
The Honourable Cameron Dick MP
Treasurer, Minister for Investment
Speaker, the Budget that I present today demonstrates that Queensland’s COVID-19 Economic Recovery Plan is working.

This Plan, endorsed by the people of Queensland just eight months ago, recognises the issues that are important to Queenslanders in a time of
unprecedented global uncertainty.

It recognises the importance of better hospitals in giving Queenslanders the confidence that they will be cared for should they need it.

It recognises the importance of smarter schools in educating our children for the jobs of tomorrow.
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It recognises the importance of safer roads in creating jobs and driving economic growth.

And it recognises the importance of social and community support that Queenslanders know our government will deliver and always protect.
Our Plan, and the Budget, have at their heart the fundamental lesson that COVID-19 has taught every one of us.

When you protect the health of your people, then jobs will grow.

That is what we see in Queensland today — an economy that is roaring back to life.

Not in spite of our disciplined focus on getting the health response right, but precisely because of it.

Page 2 of 52



Fighting COVID-19 is not the binary choice that some would have us believe, with health on one side and the economy on the other.
Our economy is succeeding only because we have protected the health of Queenslanders.

The right health response enables our economy to recover and grow with confidence.

And this is a Budget that invests in growth.

Growth in jobs.

Growth in services, including health.

Growth in vital infrastructure.

Growth across Queensland.

Our health response stands as a testament to the tenacity, sacrifice and determination of Queenslanders.
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And the result of that health response is our strong economic recovery.

To some, the fact Queensland was able to avoid a depression or prolonged recession would be an achievement in itself.
But today, Queensland’s economy is bigger than it was before the pandemic.

On almost every indicator we have seen this year, Queensland is outperforming the rest of Australia.

Household spending — growing faster than the rest of Australia.

Dwelling approvals — growing faster than the rest of Australia.

Dwelling investment — growing faster than the rest of Australia.
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Construction starts — growing faster than the rest of Australia.

And our domestic economy — growing faster than the rest of Australia.

We have created more jobs since the depths of the pandemic than anywhere else in Australia.
Speaker, these are not just numbers on a Budget Paper or a computer screen.

They represent workers getting paid.

Queenslanders putting food on the table.

Families getting a fair share of wealth and, through their spending, reinvesting in our economy.

Reinvesting in other Queenslanders.
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And the best part is that our economic recovery is only just getting started.

At the heart of any Labor Budget lies our Party’s enduring mission.

A mission 130 years young just last month.

And that mission is delivering better, higher paying jobs for Queensland workers.

Today I can announce that the 2021 Budget sets a trajectory towards more jobs and stronger economic growth.
This financial year, Queensland’s economy will grow by 31/ per cent — more than double the national growth rate.

By the end of the forward estimates, our economy will still be growing faster than the national average.
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That economic performance will drive employment growth, with 200,000 jobs predicted to be created over the next four years.

This will drive unemployment lower.

By the end of the forward estimates, unemployment is forecast to be 5 per cent, down from an estimated 61/4 per cent in the current quarter.
Speaker, we will deliver this improved jobs performance, while facing the challenge of the highest interstate migration in the country.

Our high interstate migration means that other states are exporting part of their unemployment to Queensland.

This reduces the participation rates of other states — and increases ours.

For our government, migration presents a challenge — and an opportunity.
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We must still provide jobs for Queenslanders graduating from school or completing training.

But we must also provide jobs for tens of thousands of interstate migrants over the next four years.

This is a challenge we will meet head on.

And so we will continue to invest to ensure that these new Queenslanders can find jobs.

That they can enrol their children in a great local school. That they can get access to the hospitals that they need.
Queenslanders have surpassed every expectation of them during the pandemic.

In facing down COVID-19, everything that was asked of Queenslanders, they did.

Speaker, our Government aims to deliver to Queenslanders a Budget that rewards this achievement.
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Queenslanders deserve a Budget with new investments in frontline services.

A Budget with more infrastructure spending.

And a Budget that delivers one of the strongest financial positions of any major government in Australia.
And that is exactly the Budget that I am delivering today.

INVESTING IN HEALTH

Speaker, 2020 presented an unprecedented challenge to Queensland’s health system.

The Palaszczuk Government responded with an unprecedented investment in health.

Our government knows that protecting the public health system protects Queenslanders.
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Under our government, Queenslanders have confidence that if they become unwell, care is available.

As the vaccine rollout finally supresses the threat posed by COVID-19, some would expect us to roll that record investment back.
Can I place on the record that, unlike previous Queensland governments, there will be no cuts to health.

In fact, I can announce that all of that COVID-19 boost will be retained within the system.

This year, we will once again increase health funding to deliver another record health budget.

This means that operating funding for health will increase by more than 13 per cent over two years.
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I can also confirm that, in the coming financial year, operational funding will continue to be provided through the Queensland Health Funding Model,
with no additional savings applied.

FRONTLINE HEALTH SERVICES

Our operational investments will help to deliver the frontline services that our health system needs.

Since our government was first elected in 2015, we have overseen a 30 per cent increase in the strength of our nursing workforce.
That means an additional 8,400 nurses and midwives.

Queensland has 2,841 more doctors, 4,291 more health practitioners and 858 more ambulance personnel reinforcing our frontline health response.
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MORE HOSPITALS

An effective health system needs high quality infrastructure.

That’s why I announce today that the Palaszczuk Government will establish a $2 billion Hospital Building Fund to address growth pressures across the
health system.

Initial investments will be made from the Fund for the Toowoomba Day Surgery — a two theatre day surgery to be built at the Baillie Henderson campus.
We are ensuring that healthcare infrastructure and equipment are delivered to the right place, at the right time, for the benefit of Queenslanders.

In South East Queensland, our record health investment means an additional 174 additional beds and a new emergency department at the Mater Public
Hospital Springfield.
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We are continuing the redevelopment and expansion of Caboolture, Ipswich and Logan Hospitals.

As part of our Satellite Hospitals Program, satellite hospitals will be delivered at Bribie Island, Caboolture, Brisbane South, Pine Rivers, Gold Coast,
Ipswich and the Redlands.

But our government is equally committed to high-quality healthcare for regional Queenslanders. We are continuing our investment in new and upgraded
regional hospitals at:

* Roma
e Atherton
e Cairns

*  Thursday Island
*  Hervey Bay

*  Maryborough

*  Rockhampton

*  Sarina and

*  Proserpine.
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The Budget also provides $70 million for the Building Rural and Remote Health Program to upgrade health infrastructure at:
*  Camooweal
* St George
*  Morven
*  Charleville and

*  Blackwater.
It provides $12.5 million for the Woorabinda Multi- Purpose Health Service to increase its capacity from four residential aged care beds to 14.
And it provides $12.4 million to replace the Windorah Primary Healthcare Centre.

MORE INFRASTRUCTURE

Speaker, it won’t just be new hospitals that this Budget is delivering.
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Queensland is a growing state — growing more strongly than the rest of Australia.

And a growing state needs infrastructure.

Speaker, infrastructure investment is the foundation of any Labor Budget.

Infrastructure grows the economy, infrastructure connects communities and infrastructure creates valuable construction and maintenance jobs.
That’s why the hallmark of the Palaszczuk Government has been a strong spend on infrastructure, across the board.

Since we were first elected, we have delivered — and will continue to run — an extensive infrastructure program.

But it has also been a sustainable infrastructure program.
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Investment in infrastructure has been funded primarily through recurrent revenues.

However, when the pandemic struck and our revenues were crushed, we faced a choice.

We could have cut infrastructure spending to improve the state’s financial position.

That was, in fact, the decision made in the 2012 Budget delivered by the previous government.

The Newman LNP Government announced that:

“the capital program will be smaller than in previous years, reflecting the determination of the Government to restore the State s financial
position.”

Speaker, the Palaszczuk Government has made a different choice.
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We have enshrined our $50 billion Infrastructure Guarantee as a cornerstone of our COVID-19 Economic Recovery Plan.

We made the deliberate decision that a temporary reduction of revenue was no reason for a permanent reduction in infrastructure.
And that is a decision that we carry forward into the Budget today.

I am proud to announce that we are keeping our $50 billion commitment to the people of Queensland.

Over the forward estimates, our capital program will deliver $52.2 billion in infrastructure.

This investment will support around 46,500 jobs next financial year.
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And over the 10 years to 2024-25, the Palaszczuk Labor Government will have supported over $110 billion in infrastructure for Queenslanders.
When it comes to infrastructure, including schools, hospitals, roads, rail and renewables, we are keeping our pedal to the metal.

And it is reflected across the portfolios that deliver for Queenslanders.

EDUCATION AND NEW SCHOOLS

In a resource-rich state, Queensland Labor Governments know that our most precious resource is the next generation of Queenslanders.

We know that a well-resourced, quality education system enriches us all.
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Because we believe that, regardless of background, wealth, gender, ethnicity or upbringing, all of Queensland’s children deserve a chance to achieve
their dreams.

That’s why this Budget will deliver $16.8 billion for education.
Our government will ensure that Queensland’s next generation can access the highest quality schools, skills and training, from preschool to graduation.
Speaker, the Palaszczuk Labor Government knows that the foundations of a strong education must start early.

That is why we are locking in four years of funding to provide ongoing, universal access to kindergarten for Queensland children — an investment of
$202.9 million.

Education will be the foundation of our state’s long-term economic prosperity.
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Our government has already opened 18 new schools since 2015.

The Budget includes more than $900 million to build 10 new primary and secondary schools in high growth areas of our state.
And it commits another $500 million for additional and renewed infrastructure across our existing state schools.

This includes $309.2 million in the coming financial year to improve and upgrade schools in regional Queensland.
HOUSING INVESTMENT

Speaker, all Queenslanders deserve a place to call home.

One of the flagship initiatives in this Budget is our timely investment in housing and homelessness services.
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Today I am pleased to announce that our government will commit $1.9 billion over four years to increase the supply of social housing, upgrade the
existing stock of dwellings, and deliver critical housing services to vulnerable Queenslanders.

To support this investment, our government will establish a $14€™ billion Housing Investment Fund, with its returns to be used to drive new housing
supply to support housing needs across the state.

TRANSPORT INFRASTRUCTURE
Speaker, our government recognises the need to continually strengthen our transport networks.

To build the road and rail corridors that get Queenslanders quickly to work and take them safely home.
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That’s why our government is redoubling our investment in roads, with $27.5 billion over four years supporting 24,000 jobs for Queenslanders.
Our capital program includes a range of investments in Queensland’s 1,700-kilometre backbone, the Bruce Highway.
We will improve the safety, the capacity and the resilience of the Bruce Highway, from Brisbane to Cairns.

We have locked in an $883 million jointly funded boost for the Bruce, to build four lanes at Tiaro, north of Gympie, and upgrades between Gladstone
and Proserpine and north of Townsville.

And we’ll take trucks off the Bruce, rolling out a jointly funded $500 million upgrade to the Inland Freight Route between Charters Towers and New
South Wales.
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Our program of works on the Gold Coast is delivering major upgrades, including our signature $1.5 billion Coomera Connector, to provide a second
MI.

This year we will deliver $188.9 million for Gold Coast Light Rail Stage 3, as part of this $1 billion project. Cross River Rail is full steam ahead, with
$1.5 billion next financial year to help deliver four new CBD stations and support 7,700 full-time equivalent jobs.

REGIONAL INFRASTRUCTURE
In Queensland, more of our people live outside the capital city than do in any other mainland state or territory.
We must support this population, as well as the new residents and visitors our regions attract.

That is why 61 per cent of our $14.7 billion capital program next financial year will be spent in the regions.
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Our infrastructure investment will support nearly 30,000 regional jobs.

The Budget allocates $350 million to meet our government’s election commitment to continue the Works for Queensland program and the SEQ
Community Stimulus Package.

These are programs that fast-track investment, creating jobs and delivering more stimulus.

We will provide an additional $70 million for local government infrastructure projects through the Building our Regions program, taking our total
funding to $418.3 million.

SKILLS, TRAINING AND JOBS

Speaker, across Queensland, many businesses are facing labour shortages.
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This is a challenge that would have been inconceivable at the start of the pandemic, but one that reflects the growing strength of our economy.
And our government is meeting this challenge.

The Labor Party believes that one of the best things a government can do is to provide its people with the skills, the training and the confidence to get a
job.

That is why the Skilling Queenslanders for Work program will be given secure, long term funding.
This Budget commits $320 million over four years — and $80 million each year ongoing — to continue this vital program.

To date, Skilling Queenslanders for Work has seen three out of every four participants go on to secure employment or further training.
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Our Back to Work program, which has already helped more than 25,000 Queenslanders find a job, will receive $140 million over four years.
INVESTING IN QUEENSLAND
Speaker, our traditional industries helped create the wealth of Queensland.

And those industries, like agriculture and mining, have been key to our economic recovery from COVID-19, keeping Queenslanders working and our
economy moving through the depths of the pandemic.

Their resilience and tenacity meant that Queensland fared better than other states and economies more heavily reliant on service industries.

The wealth of Queensland was not created by standing still.
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Our economy will grow faster and create more jobs as we further diversify our industrial base.

Earlier this month, the Premier, Deputy Premier and I announced the Queensland Jobs Fund, now worth $3.34 billion, including $350 million in new
funding for industry partnerships.

The Queensland Jobs Fund will build on the suite of programs introduced by our Government to bring new industries and jobs to Queensland.
Part of our $3.34 billion commitment is $2 billion towards the Queensland Renewable Energy and Hydrogen Jobs Fund.

RELIABLE, AFFORDABLE, RENEWABLE ENERGY

Speaker, when the Palaszczuk Government was elected, there were no large-scale wind or solar projects underway in Queensland.

Page 27 of 52



With all of the incredible renewable resources available to our state, the cupboard was bare.

Since our election in 2015, 44 large-scale projects have been committed, commenced or constructed in Queensland.

This represents more than 5,000 megawatts of large- scale renewable generating capacity and almost $10 billion in investment.
These renewable projects have created almost 7,000 new construction jobs, largely in regional Queensland.

Our 50 per cent renewable energy target sent industry the clear policy signal that we are open for renewable business.

We established CleanCo to deliver affordable, low emissions power across the state.
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We provided CleanCo with $250 million to build, own and operate the Karara Wind Farm on behalf of the people of Queensland.

Through our government-owned energy corporations, we have developed partnerships with private companies seeking to power their businesses from
renewables.

These partnerships give our renewables sector the certainty of demand it needs to grow even faster.
And we’re not done yet.

Our $2 billion investment in commercial renewable energy and hydrogen projects will build on our commitment to providing cheaper, cleaner energy to
Queenslanders.
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SUPPORTING THE ARTS

Speaker, the appeal of Queensland is based on our natural beauty, our diverse landscapes, our resilient health and quality education systems and our
unmatched lifestyle.

We will continue to invest in the industries that make the Queensland way of life the envy of the world.

We will invest $71 million to support the Queensland screen industry, which has kept caterers, carpenters and countless other tradespeople employed
through the pandemic, as so much production has ground to a halt elsewhere in the world.

In the thriving heart of Brisbane’s arts precinct, we will commit $36.1 million to renew critical infrastructure.
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Across the state, we will deliver priority investments in arts and cultural venues owned by Queenslanders through a $13.1 million Arts Infrastructure
Investment Fund.

And for the music industry, which continues to face challenges in a COVID-safe world, we will deliver $7 million in support for live venues next
financial year.

PROTECTING OUR ENVIRONMENT

Speaker, our state’s Land Restoration Fund is supporting farmers and Traditional Owners to develop new income streams while reducing their carbon
footprint, building healthier waterways and increasing habitat for threatened species.

To ensure the ongoing viability of this Fund, this Budget establishes a $500 million Carbon Reduction Investment Fund.
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The proceeds of the Carbon Fund will provide certainty for land restoration projects now and into the future.

When our government reintroduced the waste levy, we successfully stopped the tide of interstate trucks looking to use Queensland as their dumping
ground.

Resource recovery is creating new industries and new jobs by diverting waste away from landfill and into new uses across our economy.

We will continue to implement the Queensland Waste Management and Resource Recovery Strategy through a commitment of $93.6 million over four
years and $24.2 million each year ongoing.

This Budget also commits $160 million to ensure the success of the waste levy does not increase costs for household domestic waste.
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And as custodians of the Great Barrier Reef, we will invest $270.1 million over five years to maintain the Queensland Reef Water Quality program at
current levels.

SUPPORTING OUR COMMUNITIES

Queensland is home to two of the world’s oldest continuing living cultures, in Aboriginal and Torres Strait Islander peoples.

As we continue along the Path to Treaty with our state’s First Nations People, it is vital that we provide funding security to support our shared journey.
To that end, through this Budget I am proud to announce today that the government will establish a $300 million Path to Treaty Fund.

The proceeds of this Fund will provide funding certainty for the Path to Treaty into the future.
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The Path to Treaty actions will be informed by the government’s consideration of the report of the Treaty Advancement Committee, which is expected to
be received later this year.

The Budget also commits $27.6 million to continue the work of managing Native Title Compensation claims in Queensland.

As we have learned through the harrowing stories of the Royal Commission into Violence, Abuse, Neglect and Exploitation of People with Disability, it
is essential to ensure that Queenslanders living with a disability know that their voices will be heard.

We are investing $22.7 million to continue to support peak and representative bodies and advocacy services for Queenslanders with a disability and the
Queensland Disability Advisory Council.
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The Budget will also provide $7.3 million to ensure continuity of support for former Disability Services clients, who have been determined ineligible for
the NDIS.

Speaker, our government knows the financial pressure that COVID-19 has placed on many Queenslanders.

It is also why, earlier this year, our government announced the lowest indexation rate in a decade.

Fees and charges now grow at less than half the rate they escalated under the previous government.

And it is why our government is delivering $6.1 billion in discounts, rebates, subsidies and other concessions this financial year.

Most Queenslanders benefit from at least one concession, be it a public transport discount, rental assistance, drought relief assistance, or an electricity
bill rebate.
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Our near-record $6.1 billion of concessions in this Budget will continue to help Queenslanders manage their own household budgets.

TITLES REGISTRY

Speaker, when I announced our intention to transfer the Titles Registry to the Queensland Future Fund, our preliminary valuation estimate was at least
$4 billion.

This valuation is an important number for Queensland.
Because every dollar of value in the Titles Registry reduces our net debt.
Lower net debt means we are better able to respond to future shocks, such as natural disasters, with additional spending.

Lower net debt means we have greater capacity to invest in the infrastructure we need.
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Lower net debt means a healthier budget position for Queenslanders.

Today I can announce more good news for Queensland. I can confirm that the independently assessed valuation of the Queensland Titles Registry has
been revised — upwards — to $7.8 billion.

Speaker, this valuation is the result of detailed due diligence undertaken by the Queensland Investment Corporation and Queensland Treasury.
QIC obtained advice from four independent firms.

Financial advisory services from Bank of America.

Macroeconomic forecasting from BIS Oxford Economics.

Financial, tax, accounting and information technology due diligence from Deloitte.
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And legal advice from Allens Linklaters.

The valuation was approved by QIC’s independent investment committee and was then subject to a further independent peer assessment by two global
accounting firms — PwC on behalf of QIC and EY on behalf of the state.

Speaker, we always knew that Queensland was the best, and this valuation is no exception.
The Queensland Titles Registry is the most valuable Titles Registry in the nation.

And there is good reason for this.

Our Titles Registry has been the best run in the nation.

And it should remain in public hands.

The hard-earned wealth of Queensland should remain in Queensland, to work for Queenslanders.
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Consistent with the announcements I made last year about the Queensland Future Fund, the majority of the Titles Registry value — $6 billion in total —
will be contributed to the Debt Retirement Fund.

By restructuring the Titles Registry, as we have done, and by recognising the full financial value of this asset, Queenslanders will reap the benefit of the
state’s net debt being reduced by nearly $8 billion.

FISCAL OUTLOOK
Before I became Treasurer, every Budget that our government handed down delivered a net operating surplus.
The last budget deficit delivered in Queensland before that was delivered by the Newman LNP Government.

So as you might expect, Speaker, those of us on this side of the House are not comfortable with a budget deficit.
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While none of us likes budget deficits, Labor will always back jobs.

Jobs must come first.

And our Premier has backed that choice every day.

Our government made the deliberate decision that we would put our Budget into deficit.

We made it clear during the election campaign that our Budget would stay in deficit until our economy had recovered.

There would be no reckless rush to surplus within the forward estimates, or within three years, or within some other arbitrary time frame.
And when I delivered last year’s Budget, we did not back down from this.

Our message is clear — health and jobs come first.
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Today’s Budget demonstrates that our choice has paid off.

Our deficits are narrowing because jobs are coming back.

Our debt is falling because jobs are coming back.

And our Budget will return to surplus because jobs are coming back.

Speaker, the four largest governments in Australia — the Commonwealth Government, the New South Wales Government, the Victorian Government,
and the Queensland Government — all went into deficit to respond to COVID-19.

Today, only one of those four governments is returning to surplus — the Palaszczuk Labor Government.

Queensland was the first to announce a stimulus to respond to COVID-19.
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Queensland was the first to return all of the jobs lost due to COVID-19.

And now Queensland is the first of these jurisdictions to return to surplus.

We had forecast that this year and last year we would see the biggest deficits in Queensland’s history.

While last year’s deficit remains the largest, this year’s deficit will now be smaller than that in the Newman LNP Government’s first Budget.
Speaker, those smaller deficits have, axiomatically, had an impact on Queensland’s debt.

As our economy has improved, the need for increased debt reduces.

Today I can announce that, in this financial year, our net debt will be reduced by $9.7 billion compared to the forecast in December last year.
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Speaker, that is the single biggest reduction in net debt ever recorded by the Queensland Government.
Reducing debt, reducing deficits, returning to surplus — these are things that I know many of our side of the House are pleased to hear.

But the part they want to hear the most is that we’ve done all of this without cutting services, without sacking public servants and without selling public
assets.

Others may talk about debt reduction or reducing budget deficits.
But only our government has delivered, and we have done it the right way, by growing jobs and growing the economy.

And while we are proud of this achievement, on this side of the House we do not engage in debt reduction for its own sake.
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We will reduce debt because doing so creates the future capacity to invest in the services and infrastructure that our state needs.

In this Budget, we are reducing debt because our economy is growing strongly, because jobs are coming back and because it makes sense to rebuild our
borrowing capacity.

In future, debt may well rise again, to respond to another crisis, to deal with a disaster, or to build the infrastructure of our state.
Just as we did in the pandemic, we will make no apologies for using debt to defend the health, the jobs and the livelihoods of Queenslanders.

And as we see the Commonwealth Government engaging in a borrowing spree that dwarfs anything the state might do, it is my hope that those opposite,
and those in the media, finally come to grips with the fact that debt is not a dirty word.
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Queensland does not have a debt problem.

By any measure, in absolute and proportional terms, Queensland’s debt is lower and more affordable than the debt owed by New South Wales, by
Victoria and by the Commonwealth Government.

If you think Queensland owes too much, with net debt at $25 billion, then take it up with the New South Wales Government, which owes $68 billion.

If you think Queensland won’t be able to service our borrowings, which represent 102 per cent of revenue, then take it up with the New South Wales
Government, which has a debt to revenue ratio of 130 per cent.

Speaker, today the debt double standard stops.
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CHARTER OF FISCAL RESPONSIBILITY
Speaker, the Financial Accountability Act 2009 provides that, from time to time, the Treasurer must prepare and table in the Legislative Assembly a

Charter of Fiscal Responsibility giving details of the government’s fiscal principles.

The government’s new Charter includes renewed fiscal principles that support our strategy to drive recovery, address fiscal repair and restore the state’s
fiscal buffers.

The renewed fiscal principles provide objective measures that support the government’s post-COVID-19 fiscal repair strategy, including a return to
operating surplus.

The principles will ensure that debt remains sustainable, expenses do not grow faster than revenues and capital is prudently funded by surplus operating
cash.
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Queensland will maintain its highly competitive tax environment.

Our government’s longstanding commitment to fully funding its liabilities, such as superannuation, will continue.

To maintain consistency between Budget documentation and the official Charter, I table the revised Charter of Fiscal Responsibility.
ECONOMIC UPDATE

As nations around the world have learned, the heart of any economic recovery from COVID-19 must be a strong and effective health response.
And so it has been for Queensland.

Our state has recovered earlier and stronger than we anticipated in the Budget delivered barely six months ago.
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ECONOMIC GROWTH

Growth for this financial year is now forecast to be 31/ per cent — 13 times faster than the /4 per cent estimated in last year’s Budget.
This significant economic growth is driven by strong household consumption and dwelling investment.
It is this economic growth that underpins our ability to deliver essential services, create jobs and protect those who need help the most.

Our measured economic growth will continue, with the 31/4 per cent growth in this financial year to be followed by 234 per cent growth in each
subsequent year of the forward estimates.

Our growth is more measured than the Commonwealth because our recovery started earlier than states like Victoria.
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By June 2025, our economy is forecast to be 15 per cent larger than it is today.

UNEMPLOYMENT

Consistent with the recovery delivered by our health response, unemployment is forecast to peak lower and fall further than was estimated in last year’s
Budget.

It is forecast to fall from 7 per cent this financial year to 5 per cent by the end of the forward estimates.
In each year, that is an unemployment rate at least 1 per cent lower than that forecast in December.
And while unemployment will be challenged by net interstate migration, it is a challenge we welcome.

CONCLUSION

Speaker, this Budget comes a little over a year after the Premier appointed me as Treasurer.
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Along with my colleagues, I have had the privilege of witnessing something extraordinary and powerful — the people of Queensland rising to the
challenge of COVID-19 so brilliantly.

And because of their hard work, the people of Queensland will continue to receive the dividend of their strong health response to COVID-19 for many
years to come.

More jobs, more economic growth, lower debt, more infrastructure and better government services.
Speaker, Queensland has long been called the Sunshine State.
I like to think of it as the Sunrise State.

Because Queenslanders take each day as it comes — and we back ourselves every step of the way.
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Every Queensland family photo album tells the story of generations who saw a brighter future and built it.

And now we are backing ourselves to host the greatest event in the world — the 2032 Olympic and Paralympic Games.
This one event will fire the starter’s gun on the biggest infrastructure building program our state has ever seen.

New roads and railway lines.

Bus lanes.

Housing and sporting facilities.

All of it creating a $17 billion economic uplift and almost 123,000 full time jobs.

The Games will get projects off drawing boards faster, with the benefits and opportunities right there for the taking, right across Queensland.
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We will move early to chase new dawns, to capture the opportunities of every day.
This is a Budget that prepares us for those new days and new opportunities ahead.
And it sets Queensland up to make the most of our state’s bright future.

I commend the Bill to the House.
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Overview

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

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

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

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

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

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

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

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

The strong growth in domestic activity is expected to see Queensland’s Gross State Product (GSP) growth rebound by 31/4 per cent in 2020-21, with
further solid growth of 23/ per cent forecast for 2021-22, before averaging 234 per cent per annum over the remainder of the forward estimates.

Queensland’s faster recovery means aggregate economic growth across the 3 years, from 2020-21 to 202223 inclusive, will be higher in Queensland
(around 9 per cent) than nationally (around 81/ per cent).

Employment has also recovered strongly, with Queensland having recovered all the jobs lost during the crisis. In year-average terms, employment is
now forecast to grow by 21/4 per cent in 2020-21 and 3 per cent in 2021-22.
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Supported by the ongoing strong employment growth, the unemployment rate is forecast to improve substantially to 534 per cent in June quarter 2022,
before improving further to 5 per cent by June quarter 2025.

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

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

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

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

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

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

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

Since the depths of the pandemic in May 2020, employment has increased by 253,200 persons.
The strength of the recovery has also seen Queensland receive 30,000 net interstate migrants in 2020, more than any other state or territory.
Building on the momentum of Queensland’s strong recovery, the 2021-22 Budget delivers a range of further initiatives to drive sustainable economic

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

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

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

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

Investing in our health

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

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

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

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

The new investment in the health system in 2021-22 is $648.7 million comprised of: Queensland Health’s $150 million operating share of the

$480 million COVID-19 response; $482.5 million to address pressures in emergency patient flow through our public hospitals, elective surgery waitlists
and the opening of the Nambour Hospital Redevelopment; $14.5 million for Making Tracks towards achieving health equity (2021-2025); and

$1.7 million for the Rockhampton alcohol and other drug residential rehabilitation.

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

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

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

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

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

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

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

Investing in skills and training

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

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

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

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

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

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

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

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

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

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

Building and connecting Queensland

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

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

The 2021-22 Budget includes a $52.216 billion capital program over 4 years. The $14.688 billion capital program in 2021-22 will directly support
around 46,500 jobs during the construction phase and support many more ongoing jobs through increased economic activity and connectivity.

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

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

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

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

+  $85 million in 202122 towards a total of $195 million for the Haughton Pipeline Stage 2
*  $176 million for the upgrade and expansion of the Cairns Convention Centre

e $150 million over 5 years from 202223 in increased funding to deliver on the government’s election commitment to provide $200 million over 6
years for the SEQ Community Stimulus Program

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

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

Promoting regional growth and prosperity
Queensland’s economic recovery to date has been broad-based, with all regions seeing substantial improvements in labour market conditions. However,

challenges remain, particularly in those regions most affected by international border closures.

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

Another critical factor in leveraging the natural advantages of Queensland regions is the government’s ongoing focus on boosting the regions’ physical,
digital and social connectivity with other parts of the state and beyond.
Key regional infrastructure and programs in this budget include:

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

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

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

. $16.7 million in additional funding over 5 years to finalise long-term decisions on the future of Queensland Agricultural Training Colleges’ assets,
including a new Central Queensland Smart Cropping Centre at Emerald ¢ up to $12 million in additional funding over 3 years for the Mobile
Black Spot Program to help increase the connectivity of Queensland’s regions and provide access to essential telecommunications

. $10 million over 2 years for an Aviation Route Support Package to fast-track route development.
To reduce the potential damage incurred by Queenslanders in future disasters, the Budget includes targeted measures, including a new $10 million North

Queensland Natural Disasters Mitigation Program, to help reduce risks and cost of living pressures for Queenslanders living in cyclone-prone areas,
including by putting downward pressure on insurance premiums.

Reducing costs for business

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

Energy and other utilities are key input costs for many businesses, particularly those in some of Queensland’s more trade-exposed industries such as
manufacturing. After several years of significant price increases, the Queensland Government reformed the electricity sector to provide reliable energy
and push prices down. As a result, in 2021-22, retail electricity prices are set to fall for Queensland households and businesses for the fourth consecutive
year.

The 2021-22 Budget continues the government’s strong investment in energy, including:
. over $2.2 billion in energy generation, transmission and distribution capital purchases to occur in 2021-22
. $29.4 million over 4 years for the Electricity Tariff Adjustment Scheme, targeting support towards regional business electricity connections due to

the phasing-out of obsolete electricity tariffs.

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

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

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

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

Investing in small business
The government continues to ensure its policy and regulatory settings support small businesses to start-up, expand, and, where appropriate, transition to

medium and large businesses.

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

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

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

employ Queenslanders facing labour market disadvantage.

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

Leveraging our natural assets

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

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

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

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

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

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

. $500 million Carbon Reduction Investment Fund, with its returns used to support the existing Land Restoration Fund (LRF) to leverage private

finance and investment and support financially sustainable carbon markets
. $9.6 million in additional funding to continue the delivery of comprehensive mapping and assessment of vegetation change.
The Queensland Government is also actively working, in line with its election commitment, to develop a Climate Action Plan 2020-2030. Further, to

meet its target of net zero emissions, the government will continue to establish partnerships with the private sector to ensure the transition to a low
carbon economy unlocks the full potential of the state’s regions.

Providing frontline services for all Queenslanders

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

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

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

. $11 million to enhance cyber security across the Queensland Government
. $10.8 million over 4 years to implement priority actions in response to the Royal Commission into National Natural Disaster Arrangements
. $7.7 million over 4 years to establish a drug and alcohol residential treatment program for young people.

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

Supporting Queenslanders

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

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

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

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

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

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

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

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

Reflecting the improved domestic conditions, GSP is forecast to rebound 31/ per cent in 202021, significantly stronger than the 1/4 per cent growth
expected at the time of the 2020-21 Budget. Robust ongoing growth of 23/4 per cent is forecast for 2021-22 and in each subsequent year across the
forward estimates.

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

The strength of the Queensland economy has been underpinned by elevated activity in consumer spending and the housing sector.
Queensland’s labour market has also improved substantially, with employment in April 2021 having rebounded by 253,200 persons since May 2020, to
be 54,900 persons above the pre-pandemic level in March 2020. In comparison, employment in the rest of Australia in April 2021 was still 9,000 below

the level in March 2020.

Reflecting the current strength in jobs growth and the broader economic recovery, year-average employment growth in 2020-21 is now forecast to be
21/4 per cent, much higher than the 1 per cent forecast in the 202021 Budget.

This strong jobs growth means the quarterly unemployment rate is now forecast to fall to 6 1/4 per cent in June quarter 2021, while the year-average
unemployment rate in 202021 is now expected to be 7 per cent, down from the 71/ per cent forecast at the previous Budget.

Ongoing strong employment growth of 3 per cent in 2021-22 is expected to drive down the unemployment rate to 534 per cent by June quarter 2022,
with the unemployment rate steadily improving across the forecast period to be 5 per cent by June quarter 2025.
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Overview Table 1 Queensland economic forecasts/projectionsl
Actuals Forecasts Projections

2019-20 202021 202122 202223 202324 202425
Gross state product2 -0.7 31 2%, 2% 234 234
Nominal gross state product -1.5 214 634 54 5 43/
Employment3 0.6 2V 3 13/4 134 134
Unemployment rate4 7.6 614 534 %) S5ly 5
Inflation3 1.2 2 134 134 2 21/
Wage Price Index3 1.9 134 2V 2l 215 23/
Population3 1.7 1 1 114 115 114
Notes:
1. Unless otherwise stated, all figures are annual percentage changes.
2. Chain volume measure (CVM), 2018-19 reference year.
3. Annual percentage change, year-average.
4.  Per cent, June quarter average, seasonally adjusted.

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

Fiscal outlook

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

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

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

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

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

and reduce debt as a proportion of revenue over time.

Overview Chart 1 General Government net operating balances
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A significant public infrastructure investment program is being maintained as a major driver of economic growth and job creation, with a commitment to
a 4-year program of $52.216 billion from 2021-22 to 2024-25. The fiscal position is also recovering from the impacts of COVID-19, with revenue
growing more strongly than expenses and an operating surplus forecast in 2024-25. Significantly, net cash flows from operating activities are expected
to primarily fund the General Government Sector capital program from 2024-25.

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

revenue in 2021-22, well below the peak of 4.7 per cent in 2013-14.

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

estimate of $50.782 billion).

This improvement relative to the 202021 Budget estimate is driven by a combination of higher revenue attributable to earlier and stronger than
anticipated economic growth, targeted expenditure growth, and a material increase in the anticipated value of investments contributed to the first

Queensland Future Fund (QFF) — Debt Retirement Fund (DRF) (refer Box 3.1).

The increase in net debt moderates gradually over the forward estimates as improvements in the operating balance and strengthened net cash inflows

from operating activities reduce the requirement to borrow to fund the General Government Sector’s capital program.

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

Overview Table 2 General Government Sector key fiscal aggregatesl

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

Outcome Budget Est. Act. Budget Projection  Projection  Projection

$ million $ million $ million  § million $ million $ million $ million
Revenue 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Expenses 63,498 64,881 64,199 67,148 68,151 69,376 70,214
Net operating balance (5,734) (8,633) (3,803) (3.,485) (2,440) (968) 153
PNFA2 6,291 7,572 6,965 7,800 7,786 7,275 7,041
Fiscal balance (9,158) (13,440) (8,159) (7,965) (6,379) (3,630) (2,079)
Borrowing with QTC 37,570 53,501 47,102 57,240 67,110 73,265 77,761
Leases and other similar arrangements 6,499 7,565 7,779 7,603 7,471 7,780 7,623
Securities and derivatives 198 198 198 198 198 198 198
Net debt 14,046 25,499 15,808 24,750 33,326 39,019 42,573
Notes:
1. Numbers may not add due to rounding.

2. PNFA: Purchases of non-financial assets.
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Overview Chart 2

§ billion

General Government Sector net debt

5202021 Budget wm2021-22 Budget

202223 202324 2024-25

2020-21 2021-22

14



Budget Strategy and Outlook 2021-22

1

Economic Strategy: A strong economy for all Queenslanders

Features

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

1.

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

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

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

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

Maintaining a responsive public sector — ongoing and innovative delivery of essential services to ensure the needs and expectations of all
Queenslanders continue to be met through the delivery of essential services and support across the state.
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Figure1 Economic Strategy to boost productivity and competitiveness
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1.2 Protecting health

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

1.2.1 Protecting Queenslanders from COVID-19

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

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

The Queensland Government’s primary objective throughout the COVID-19 pandemic has been to contain the spread of the virus to minimise health
risks for individuals and the community, thereby preventing significant strain on the public health system. This commitment is further reflected in the
significant investments in health outlined in the 2021-22 Budget, with $20.885 billion in operating funding, an increase of $685.7 million (or 3.4 per
cent) compared with the 2020-21 Budget. A capital program of $1.352 billion in 202122 is also provided to continue to deliver first-class health
services to Queenslanders.

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

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

The Budget also provides $480 million to continue the COVID-19 response including fever clinics, contact tracing and testing capability, the
vaccination program, compliance activities, facilitation of quarantine in government arranged accommodation, COVID-19 contact centres and wellness
checks for people in mandatory hotel quarantine. This funding is provided across several agencies, including Queensland Health, Queensland Police
Service and Queensland Fire and Emergency Services.
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To date, the majority of vaccinations have been administered within the Australian Government’s controlled supply chains including through primary
care and aged care sites. To assist the Australian Government to improve vaccine delivery to Queenslanders, the Queensland Government is stepping up
its jurisdictional channels.

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

Box 1.1 Driving a productivity agenda

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

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

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

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

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

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

Through the COVID-19 pandemic, Queensland workers and businesses have demonstrated their ability to innovate and respond successfully to
challenges. The government is committed to building on these successes through well-targeted investment in skills and training to meet the skills needs
of the private sector and help individuals to re-engage with the labour market as the economic recovery continues.
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The 2021-22 Budget reaffirms and refocuses the government’s commitment to 2 of its flagship skills and employment programs, Skilling Queenslanders
for Work (SQW) and Back to Work. The budget delivers $320 million over 4 years to extend SQW and the program is now being permanently funded,
embedding this program into the core business of the state. Further, up to $140 million over 4 years has been allocated for a revitalised Back to Work
program, while the 50 per cent payroll tax rebate for apprentice and trainees has been extended for another 12 months to 30 June 2022.

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

1.3 Building our productive capacity
Enhancing productive capacity, through ongoing improvements in physical and human capital, is the key to driving sustainable economic and

employment growth.

The government’s economic strategy will continue to be shaped by targeted actions that build Queensland’s productive capacity through investments in
infrastructure, skills and innovation, thereby enabling Queensland to continue to successfully compete in national and international markets.

1.3.1 Delivering productive infrastructure

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

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

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

The 2021-22 Budget includes a $52.216 billion capital program over 4 years. The $14.688 billion capital program in 2021-22 will directly support
around 46,500 jobs during the construction phase and support many more ongoing jobs through increased business activity and connectivity.
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The 2021-22 capital program includes key investments to deliver productive infrastructure for roads, water security, health, education and the arts, and
to enhance resilience. Highlights include: $1.517 billion for the continued delivery of Cross River Rail, Queensland’s largest ever capital project;

$200 million for the Pacific Motorway (Varsity Lakes to Tugun); $180 million for the Bruce Highway (Cooroy to Curra) Section D; $31.3 million for
the Smithfield Bypass; $85 million for the Haughton Pipeline Stage 2; and $176 million for the upgrade and expansion of the Cairns Convention Centre.

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

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

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

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

Box 1.2 2032 Olympic and Paralympic Games

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

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

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

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

The 2021-22 Budget provides $29.3 million over 2 years for the Department of Tourism, Innovation and Sport as an initial allocation of funding for
preparations for future Olympic Games, should Queensland be successful in securing the 2032 Olympic and Paralympic Games.
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The 2021-22 capital program includes key investments to deliver productive infrastructure for roads, water security, health, education and the arts, and
to enhance resilience. Highlights include: $1.517 billion for the continued delivery of Cross River Rail, Queensland’s largest ever capital project;

$200 million for the Pacific Motorway (Varsity Lakes to Tugun); $180 million for the Bruce Highway (Cooroy to Curra) Section D; $31.3 million for
the Smithfield Bypass; $85 million for the Haughton Pipeline Stage 2; and $176 million for the upgrade and expansion of the Cairns Convention Centre.

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

Box 1.3  North Queensland insurance affordability
Over the past decade, north Queensland has borne the brunt of multiple major cyclones and floods, contributing to large increases in insurance

premiums and reduced availability of insurance coverage.

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

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

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

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

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

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

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

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

. $10 million additional funding to establish the North Queensland Natural Disasters Mitigation Program to administer grants to local government
for disaster mitigation initiatives that assist in reducing the cost of insurance in their communities.
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The Australian Government has also recently announced a $10 billion Northern Australia Reinsurance Pool, albeit with a commitment of only
$2.4 million in 2021-22, further funding for disaster mitigation, and a $40 million North Queensland Strata Title Resilience Pilot Program to fund
mitigation works for strata title properties.

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

1.3.2 Investing in skills and training

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

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

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

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

Young people have historically been a key disadvantaged cohort. Queenslanders aged 15 to 24 years have a comparatively lower level of engagement in
employment, education and training than their peers nationally. This has contributed to Queensland’s historical unemployment rate differential with the
rest of Australia, as Queensland’s youth represent a larger share of the state’s labour force (one percentage point higher) than the national average.

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

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

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

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

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

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

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

1.3.3 Fostering innovation

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

14.1 Promoting regional growth and prosperity

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

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

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

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

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

Agriculture and food manufacturing play a key role in regional economies. The Queensland Government is committed to the development and release of
a future-focussed industry development strategy for the agribusiness and food sector, which is designed to help the sector add value to the economy, the
community and our environment through initiatives that will promote the productivity, profitability, sustainability, and resilience of Queensland’s
industries and safeguard the natural environment.
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Queensland’s regions also benefit from a large, well-educated and responsive workforce, given around 50 per cent of Queensland’s residents live outside
of Greater Brisbane, which is a significantly higher proportion of regional residents compared with New South Wales (34 per cent) or Victoria (23 per
cent).

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

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

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

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

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

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

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

Highlights of the regional capital program include:

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

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

Regional development and infrastructure will be further supported by the increased $200 million funding provided in this Budget for the $1 billion
Works for Queensland program and $418.3 million Building our Regions program, which includes $70 million in new funding for the Department of
Regional Development, Manufacturing and Water to deliver Building our Regions (Round 6).

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

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

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

Further, to help increase the connectivity of Queensland’s regions and provide access to essential telecommunications, the Budget delivers up to
$12 million in additional funding over 3 years for the Mobile Black Spot Program to improve coverage in areas where it is limited or non-existent. The
Government has also invested $1 million to develop options to improve digital connectivity for regional communities and businesses.

29



Budget Strategy and Outlook 2021-22

The Queensland Government is supporting better health outcomes for Queenslanders in the regions through investment in regional hospital and health
infrastructure upgrades. The Government is investing $426 million for new and upgraded regional hospitals including at Atherton, Cairns, Fraser Coast,
Mer (Murray Island), Proserpine, Rockhampton, Roma, Sarina and Thursday Island.

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

14.2 Increasing investment

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

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

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

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

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

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

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

Box 1.4 Queensland Jobs Fund
The Queensland Jobs Fund (the Fund) is a $3.34 billion program which brings together the Queensland Government’s investment attraction and industry

development programs for business attraction and facilitation in Queensland.

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

Industry Partnership Program

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

Business Investment Fund (BIF)

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

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

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

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

. $53 million to continue the Screen Queensland Production Attraction Strategy to help maintain the state’s competitiveness as a production location
. $10 million for the Post, Digital and Visual Effects incentive to encourage and attract screen businesses to undertake post-production activities in
Queensland
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. $4 million for the Screen Finance Program to support growth of the local screen industry by directly investing in productions and games
development

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

143 Protecting the environment

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

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

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

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

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

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

Government ownership of renewable energy assets is a key pillar of this transition, with Queensland’s publicly-owned clean energy generator, CleanCo,
commencing construction of the $250 million 102.6MW Karara Wind Farm in the Darling Downs. To further support the 50 per cent renewable energy
target by 2030 and net zero emissions by 2050, the government will continue to invest in publicly owned renewables, including in partnership with
private sector. The Queensland Renewable Energy and Hydrogen Jobs Fund (formerly the Queensland Renewable Energy Fund) will benefit from an
additional investment of $1.5 billion, taking total investment in the fund to $2 billion. The fund allows energy government-owned corporations to
increase ownership of commercial renewable energy and hydrogen projects, along with supporting infrastructure, including in partnership with the
private sector. This will continue to support the state’s transition to renewable energy.
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In 2021-22, the $145 million commitment to establish Queensland Renewable Energy Zones (QREZs) will see proposals progressed for the Southern
and Northern QREZs, as well as engagement for the Central QREZ. This will aim to bring together coordinated investment in transmission and
generation infrastructure with industrial demand in a way that benefits the Queensland economy and communities.

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

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

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

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

The 2021-22 Budget includes additional funding of $19.7 million in 2021-22, as part of $93.6 million additional funding over 4 years, for the
Queensland Waste Management and Resource Recovery Strategy. The strategy provides the framework to help deliver coordinated, long-term and
sustained growth for the recycling and resource recovery sector while reducing the amount of waste produced and ultimately disposed of, by promoting
more sustainable waste management practices for business, industry and households.

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

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

1.51 Providing positive economic conditions

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

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

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

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

Box 1.5  Lower electricity prices for Queensland
After several years of significant price increases, the Queensland Government reformed the electricity sector to provide reliable energy and push prices

down.

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

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

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

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

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

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

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

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

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

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

Further, $29.4 million has been allocated over 4 years for the Electricity Tariff Adjustment

Scheme to provide support for regional business electricity connections due to the phasing-out of obsolete electricity tariffs. This initiative provides
eligible customers with individually tailored transitional rebates to help offset the removal of obsolete tariffs and incentivise a pathway to self-
sufficiency over time.
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1.5.2 Supporting small business

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

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

Small business can also play a key role in the generation and diffusion of innovation across the economy, which is another critical factor in Queensland’s
ongoing economic recovery. For instance, the Organisation for Economic Co-operation and Development has noted that the contribution of small
business to innovation is increasing as a result of new technologies making it easier to overcome barriers to entry and access larger markets.1

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

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

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

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

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

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

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

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

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

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

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

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

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

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

1.6 Responsive public sector

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

1.6.1 Delivering essential services

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

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

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

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

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

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

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

The government is committed to protecting communities and keeping Queenslanders safe through the $2.7 billion provided in 2021-22 for policing. The
government will continue to provide an additional 2,025 police personnel by 2025, which is the biggest increase in police resourcing in almost 30 years.
The 20212022 Budget also includes $156.1 million to fund the police capital program, including facilities, motor vehicles, vessels and other essential
equipment, to support quality frontline police services.

To build resilience in response to natural disasters, the budget provides funding for drought preparedness, response to the bushfires on Fraser Island
(K’Gari) and mitigation measures to put downward pressure on insurance. It also provides $10.8 million over 4 years and $1.3 million per annum
ongoing to implement priority actions in response to the Royal Commission into National Natural Disaster Arrangements to help keep Queenslanders
safe when natural disasters strike.

1.6.2 Innovative service delivery

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

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

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

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

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

innovative approaches to facilitate the delivery of key government services and functions has the potential to deliver much broader economic and social
benefits for all Queenslanders.

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

Economic performance and outlook

Features

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

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

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

Following a 7 per cent rebound in September quarter 2020, Queensland’s domestic activity continued to grow across the December and March
quarters, to be 3 per cent above the pre-COVID-19 level of March quarter 2020. This was almost double the 1.7 per cent growth in the rest of
Australia over the year, and substantially higher than the 1.9 per cent in New South Wales. Domestic activity in Victoria in March quarter 2021
was still 0.3 per cent below its pre-COVID-19 level.

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

Reflecting the improved domestic conditions, Gross State Product (GSP) is forecast to rebound by 31/ per cent in 2020-21, significantly higher
than the 1/4 per cent growth expected at the time of the 2020-21 Queensland Budget. Robust growth of 23/4 per cent is forecast for 2021-22 and in
each subsequent year across the forward estimates.

In comparison, the national economy is forecast by Australian Treasury to grow 11/4 per cent in 2020-21, 41/4 per cent in 2021-22 and 214 per
cent in 2022-23. Queensland’s faster recovery means aggregate growth across the 3 forecast years will be higher in Queensland (around 9 per
cent) than nationally (around 81/4 per cent).

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

Reflecting the current strength in jobs growth and the broader economic recovery, year-average employment growth in 2020-21 is now forecast to
be 21/4 per cent, much higher than the 1 per cent forecast in the 2020-21 Budget.

This robust jobs growth means the state’s unemployment rate is now forecast to be 61/ per cent in June quarter 2021, while the year-average
unemployment rate in 202021 is now expected to be 7 per cent, lower than the 714 per cent forecast at the previous Budget.

Strong employment growth of 3 per cent in 2021-22 is expected to drive down the unemployment rate to 534 per cent in June quarter 2022, with
the unemployment rate steadily improving across the forecast period to be 5 per cent by June quarter 2025.
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2.1 International conditions

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

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

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

Aggregate Gross Domestic Product (GDP) growth of Queensland’s major trading partners is expected to be slightly stronger than the global average,
rising 6.5 per cent in 2021 and 4.7 per cent in 2022. This primarily reflects China and India both being expected to record rapid economic growth across
2021 and 2022.

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

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

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

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

More recently, India has endured a severe further wave of COVID-19, with cases peaking at more than 400,000 per day in early-May. As India accounts
for more than 10 per cent of the value of Queensland’s overseas merchandise exports, the humanitarian crisis is also likely to have an economic impact
on the state’s economy.

42



Budget Strategy and Outlook 2021-22

Despite the more positive global economic outlook in recent months, substantial risks remain, centred around the success of the global vaccine rollout
and the efficacy of the vaccines, particularly as new variants of the virus continue to emerge. While vaccine rollouts are well progressed across a range
of nations, including Israel, Canada, the United Kingdom, the United States and Chile, the proportion of the population to have received at least one
vaccine shot is still below 10 per cent in many countries.

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

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

2.2 National conditions

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

Chart 2.1 GDP/GSP growth in 20201

Par cont

-12
o ] o =) P 2 & b
& A e E
& & s o « 5
o @ o o
Note:
1. Chain volume measure, annual per cent change.

Sources: Queensland Treasury and International Monetary Fund.

43



Budget Strategy and Outlook 2021-22

The national economic recovery is well underway and stronger than initially anticipated. The economy has rebounded, with real GDP in March quarter
2021 1.1 per cent above the pre-COVID-19 level of a year earlier, according to the National Accounts. The national unemployment rate fell to 5.5 per
cent in April 2021, down from a high of 7.4 per cent in July 2020, while various business and consumer surveys indicate confidence and conditions are
at elevated levels.

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

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

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

2.3 Key assumptions
Key assumptions underpinning the forecasts for the Queensland economy include:

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

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

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

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

. the AS$ is assumed to stabilise at around US$0.75 in the medium term

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

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

. according to the Bureau of Meteorology, the 2021 winter is likely to be wetter than average but there is no clear indication of an El Niflo or La
Nifla developing, at least in the next few months. Therefore, an average seasonal rainfall is assumed for the 2021 and 2022 seasons.
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Box 2.1 Vaccination roll-out

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

On 22 February 2021, the first Queenslanders began receiving the Pfizer vaccine under Phase 1a of the Australian COVID-19 Vaccination Strategy.
Considering all sources of vaccination delivery, as at 5 June 2021, the Australian Government-led vaccination program in Queensland has resulted in
17.94 vaccine doses per 100 people have been delivered, less than the national level of 19.52 vaccines per 100.

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

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

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

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

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

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

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

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

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

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

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

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

2.4 Queensland conditions and outlook

When the 2020-21 Budget was delivered in December 2020, the Queensland economy was forecast to grow by /4 per cent in 2020-21 and 31/ per cent
in 2021-22. Since that time, the domestic economy has grown faster than forecast, bolstered by a range of factors, including a surge in dwelling activity
and investment.

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

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

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

Overall, growth in domestic activity is expected to more than offset the decline in the trade sector and Queensland’s GSP, after falling by 0.7 per cent in
2019-20, is forecast to rebound to growth of 31/4 per cent in 2020-21.

Further solid growth of 23/4 per cent is forecast for 2021-22, as the dwelling construction boom maintains momentum and business investment rebounds
after several years at subdued levels.
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In comparison, the national economy is forecast by Australian Treasury to grow by 11/ per cent in 2020-21, 41/4 per cent in 2021-22 and 21/ per cent
in 2022-23. Importantly, Queensland’s faster recovery means that aggregate growth across the 3 forecast years will be stronger in Queensland (around
9 per cent) than for the nation as a whole (around 81/4 per cent).

Over the remainder of the forward estimates, Queensland’s GSP growth is expected to average 234 per cent per annum, driven by the strength of the
domestic economy and further improvements in exports.

Consistent with the strong rebound in domestic activity, employment in Queensland has also recovered strongly and fared better than the rest of
Australia. By late 2020, total employment in Queensland had already exceeded the pre-pandemic level of March 2020, while the state’s monthly
unemployment rate has fallen substantially from its COVID-19 induced peak of 8.7 per cent in July 2020, to be around pre-pandemic rates by April
2021.

In year-average terms, employment is now forecast to grow by 21/4 per cent in 2020-21 and 3 per cent in 2021-22. In quarterly seasonally adjusted
terms, employment is forecast to rise by 83/4 per cent (around 212,400 persons) through the year to June quarter 2021.

The unemployment rate is expected to have peaked (in quarterly terms) at 7.7 per cent in September quarter 2020 and is forecast to decline to 61/4 per

cent in June quarter 2021. The unemployment rate is expected to continue to improve steadily over the forecast period to be 5 per cent by June quarter
2025.

Table 2.1 Queensland economic forecasts/projectionsl!
Actuals Forecasts Projections

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Gross state product2 -0.7 31 234 23/ 2%, 23,
Nominal gross state product -1.5 214 634 S5y 5 43/
Employment3.4 0.6 214 3 134 134 134
Unemployment rate5.6 7.6 61/ 534 %) S5V 5
Inflation3 1.2 2 134 134 2 214
Wage Price Index3 1.9 134 2V, 214 215 23
Population3 1.7 1 1 14 11, 11
Notes:
1. Unless otherwise stated, all figures are annual percentage changes.
2. Chain volume measure (CVM), 2018-19 reference year.
3. Annual percentage change, year-average.
4.  The comparable through the year employment growth rates to the June quarter (seasonally adjusted) are -4.5 per cent, 834 per cent, 13/ per cent,

134 per cent, 13/4 per cent and 13/4 per cent, from June quarter 2020 to June quarter 2025 respectively.
Per cent, June quarter average, seasonally adjusted.

6.  The comparable year-average unemployment rates are 6.4 per cent, 7 per cent, 534 per cent, 54 per cent, 51/4 per cent and 5 per cent, from 2019—
20 to 2024-25, respectively.

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

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

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

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

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

On balance, and reflecting the better than expected rebound in the second half of 2020 from the substantially reduced spending levels in June quarter
2020, in year-average terms household consumption is now forecast to grow by 514 per cent in 2020-21.

Looking further ahead, with the Australian Government’s withdrawal of national income support programs and the rollout of COVID-19 vaccination
programs taking effect, growth in household consumption is forecast to return to its pre-COVID-19 trajectory from 2021-22 onwards. The substantial
strengthening in the dwelling construction sector and sustained growth in labour income are expected to support consumer spending growth of 3 per cent
in 2021-22 before growth eases slightly to 21/ per cent in 2022-23.
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Chart 2.2 Labour incomel and household consumption2, Queensland
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2.4.2 Dwelling investment

Dwelling investment has rebounded strongly since the pandemic-induced low in June quarter 2020. After rising by 13.7 per cent over the last 2 quarters
0f 2020, dwelling investment in Queensland rose by a further 10.8 per cent in March quarter 2021, to be 18.4 per cent higher over the year.

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

Measures such as the Queensland Government’s reaffirmed commitment to the $15,000 First Home Owners Grant program, and the $5,000 Regional
Home Building Boost Grant, along with the Australian Government’s First Home Loan Deposit Scheme and HomeBuilder Grant, have underpinned
strong growth in residential construction and continue to support the outlook.

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

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

activity and jobs.

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

As a result, the outlook for dwelling investment has improved considerably since the 202021 Budget, with dwelling investment now forecast to grow
strongly in 202021 and 2021-22, before moderating slightly in 2022-23.

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

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

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

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

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

Overall, business investment is expected to grow by 4 per cent in 2021-22 after 3 consecutive years of decline. Investment in machinery and equipment

is expected to recover at a stronger pace than non-dwelling investment, which is expected to be constrained by some ongoing weakness in non-
residential building investment.

Chart 2.4 Business Conditionsl, Queensland
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24.4 Public final demand

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

State and local general government investment has made a significant contribution to the domestic economy since the start of the pandemic, rising
15.3 per cent over the year to March quarter 2021. This compares to a small decline in national general government investment in Queensland over the
same period.

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

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

24.5 Overseas exports and imports

Queensland’s overseas exports of goods and services are expected to decline by 1534 per cent in 202021, driven by a decline in coal exports. Exports
are forecast to recover by 53/4 per cent in 2021-22 and 101/ per cent in 2022-23.

Coal

In the first 10 months of 2020-21, Queensland’s coal exports were 17.9 million tonnes (Mt) (or 9.8 per cent) lower than in the same period of 2019-20,
with thermal coal exports down by 25.1 per cent and hard coking coal exports down by 5.2 per cent. Overall, Queensland’s coal exports are expected to
decline 83/ per cent in 202021, reflecting the contraction in global demand.

China’s import ban on Australian coal has also affected Queensland’s coal exports. From October 2020 to April 2021, China imported only 2.5Mt of
hard coking coal and 330,000 tonnes of thermal coal from Queensland. In comparison, in the corresponding period in 201920, China imported 20Mt of
hard coking coal and 8.6Mt of thermal coal.

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

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

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

Looking forward, Queensland’s coal exports are forecast to recover by 13/4 per cent in 2021-22, driven by the continued recovery in global economic
activity from the COVID-19 pandemic. Some pick up in coal exports to China is expected from 2022, but with some ongoing impacts on Queensland’s
coal export volumes to China continuing to persist for a number of years.

The timing and extent of the unwinding of China’s coal import ban is still uncertain and remains a key risk to the outlook. Importantly, despite the
recovery forecast in 2021-22, Queensland’s coal exports are expected to remain below 2019-20 levels. From 2021-22 to 2024-25, Queensland’s coal
exports are expected to grow by around 414 per cent per annum.

LNG

The volume of Queensland’s LNG exports is estimated to grow by 41/4 per cent in 2020-21, as the supply of LNG from Australia has increased to meet
demand driven by a cold snap in the Northern Hemisphere and to offset shortfalls arising at global LNG facilities.

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

The majority of Queensland’s LNG exports are sold under long-term contracts linked to global oil prices (with several months lag). The sharp fall in
global oil prices from March 2020 saw Queensland’s LNG export prices fall sharply in the second half of 2020. As a result, the value of Queensland’s
LNG exports is expected to fall by 3814 per cent in 2020-21, to $9.6 billion.

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

Metals

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

The volume of agriculture exports is estimated to have fallen by 6.6 per cent in 201920, driven by dry conditions across most of the state. Despite
improved growing conditions, agriculture exports are forecast to fall further in 2020-21, as a decline in beef exports more than offsets increased crop
exports.

Agriculture exports are expected to return to growth in 2021-22, supported by higher cotton and crop production. However, beef production and exports
are not expected to return to growth until 202223, further supporting agriculture exports over the medium term.

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

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

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

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

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

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

Services exports

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

Imports

The significant rebound in economic activity following the easing of COVID-19 restrictions is expected to flow through to higher goods imports in the
second half of 2020-21 and beyond. In year-average terms, Queensland’s goods imports (overseas and interstate) are still forecast to fall by 51/ per cent
in 2020-21, before rising by 81 per cent in 2021-22 as the domestic economy recovers and demand for imports increases.

2.4.6 Labour market

Queensland’s labour market has recovered rapidly from the COVID-19 downturn in June quarter 2020. Between March and May 2020, employment fell
by 198,300 persons (or 7.7 per cent), the largest decline in the history of the series. The participation rate fell from 65.5 per cent in March to 61.7 per
cent in May 2020, the state’s lowest rate since the 1980s.

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

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

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

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

Partially reflecting this strong employment growth, the participation rate rebounded strongly and has remained above its pre-pandemic level since
September 2020. While the rebound in the participation rate from 64.1 per cent to 66.4 per cent has tempered the recovery in the unemployment rate, it
has still fallen substantially, from a peak of 8.7 per cent in July to 6.1 per cent in April 2021.

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

Supported by robust household consumption growth and the current surge in housing construction, employment is expected to grow by 21/ per cent in
2020-21 and strengthen further to 3 per cent in 2021-22.
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From 2022-23, employment growth is expected to moderate to 13/4 per cent per annum, in line with growth in economic activity returning to around
pre-pandemic rates and slightly above population growth.

The unemployment rate is expected to average 61/4 per cent in June quarter 2021. Supported by strong employment growth, the unemployment rate is
forecast to fall further to 534 per cent in June quarter 2022, before improving further to 5 per cent by June quarter 2025 (Chart 2.5).
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Box 2.2  Participation and unemployment rate trends

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

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

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

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

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

Chart 2.6 highlights the extent to which labour force growth in Queensland has moved in line with employment growth over time, thereby tempering
changes in the unemployment rate.
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Chart 2.6 Growth in Employment and the Labour Force, Queensland!
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These trends highlight that the unemployment rate is an imperfect measure of labour market performance, and should be considered alongside other
metrics, including employment growth and the participation rate.

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

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

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

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

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

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

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

The coal mining regions of Central Queensland and Mackay—Isaac—Whitsunday have been affected by the lower coal prices throughout the second half
0f 2020, with Queensland Mines Inspectorate data showing the number of workers at Queensland coal mines fell by 6.1 per cent over the year to
December quarter 2020.
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Box 2.3 Queensland’s economic recovery — a strong performance

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

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

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

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

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

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

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

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

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

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

Reflecting the improved domestic conditions, Queensland GSP is forecast to rebound by 31/ per cent in 2020-21, with robust ongoing growth of
23/4 per cent forecast for 2021-22 and in each subsequent year across the forward estimates.

In comparison, the national economy is forecast by Australian Treasury to grow 11/ per cent in 2020-21, 41/4 per cent in 2021-22 and 21/ per cent in
2022-23. Importantly, Queensland’s
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faster recovery means that aggregate growth across the 3 forecast years will be stronger in Queensland (around 9 per cent) than for the nation as a whole
(8V/4 per cent).

If the last 2 ‘projection’ years of the forward estimates period are included, aggregate growth in Queensland of around 15 per cent over the five years
further outpaces national growth of around 1314 per cent (Chart 2.7).

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

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

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

Thousands
&

0

-10

-

-3

-40

Qid NSW Vic SA WA Tas

Note:
1. Seasonally adjusted, thousand persons. Source: ABS Labour Force.
24.7 Prices and wages

The rebound in Brisbane’s consumer price index (CPI) has been stronger than initially expected following the historic 2.2 per cent decline in the CPI in
June quarter 2020. The CPI increase reflected a stronger-than-expected rebound in global oil prices which has flowed through to higher automotive fuel
prices. CPI growth in 2020-21 is now expected to be 2 per cent, markedly higher than the 2020-21 Budget forecast of 11/4 per cent.

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

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

Queensland’s population growth in 2019-20 was negatively impacted by the COVID-19 pandemic. International travel restrictions implemented in late-
March 2020 curtailed net overseas migration in the June and September quarters of 2020. Further impacts on net overseas migration are expected over
the remainder of 2020-21, including in March quarter 2021, due to an expected large decline in international student arrivals.

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

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

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

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

On balance, Queensland’s population growth is forecast to slow to one per cent in both 2020-21 and 2021-22, before gradually strengthening to 11/4 per
cent in 2022-23 and 11/ per cent in both 2023-24 and 202425, in line with the expected easing of restrictions on international travel. Reflecting the
anticipated normalisation of interstate migration levels, Queensland’s population growth is expected to be slightly stronger than that nationally over the
forecast period.

2.5 Risks to the outlook

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

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

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

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

Actuals Forecasts
2019-20  2020-21 202122 202223
Economic output?
Household consumption -1.1 S5V 3 215
Dwelling investment -7.1 1215 93/ 215
New and used -13.9 11 2014 1
Alterations and additions 2.6 14 215 A%
Business investment -6.6 -6 4 %)
Non—dwelling construction -8.5 -43/4 3 75
Machinery and equipment -4.1 TV 5V 7Yy
Private final demand -2.2 415 314 2%
Public final demand 6.5 415 3% 3
Gross state expenditure -0.3 43/ 3% 214
Overseas goods and services exports -4.5 -153/4 5% 1014
Overseas and interstate goods imports 0.6 =515 814 415
Gross state product -0.7 314 234 234
Nominal gross state product -1.5 2l 634 S5Vy
Employment3.4 0.6 214 3 134
Unemployment rate5,6 7.6 614 5% 1%}
Inflation3 1.2 2 134 134
Wage Price Index3 1.9 134 2 24
Population3 1.7 1 1 114
Notes:
1. Unless otherwise stated, all figures are annual percentage changes.
2. CVM, 2018-19 reference year, except nominal GSP.
3. Annual percentage change, year-average.
4.  The comparable through-the-year employment growth rates to the June quarter (seasonally adjusted) are -4.5 per cent, 83/ per cent, 13/4 per cent

and 13/4 per cent, from June quarter 2020 to June quarter 2023 respectively.
Per cent, June quarter average, seasonally adjusted.

6.  The comparable year-average unemployment rates are 6.4 per cent, 7 per cent, 534 per cent and 514 per cent, from 2019-20 to 2022-23,
respectively.

Sources: ABS National, State and Territory Population, Labour Force, Wage Price Index, Consumer Price Index and Queensland Treasury.
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3

Fiscal strategy and outlook

Features

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

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

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

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

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

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

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

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

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

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

31 Update on fiscal recovery

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

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

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

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

3.1.1 Fiscal Principles

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

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

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

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

Chart 3.1 Ratio of General Government net debt/revenue
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Net operating deficits over the forward estimates are lower than were forecast in the 2020-21 Budget. As a result, the increase in net debt has also been
less than anticipated. Net debt is now expected to moderate at a lower level than previously forecast, additionally offset by an increase in the value of

assets being contributed to the Queensland Future Fund (QFF) — Debt Retirement Fund (DRF). Queensland’s financial assets are detailed further in
Chapter 6.
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Box 3.1 Queensland Future Fund — Debt Retirement Fund

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

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

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

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

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

. $206 million in securities held by the State.
Based on the contribution of these investments, the estimated balance of the Debt Retirement Fund as at 30 June 2021 is $7.7 billion.

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

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

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

Queensland’s net debt to revenue ratio of 39 per cent in 202122 compares favourably with that of its peers. The net debt to revenue ratio in 2021-22 is
75 per cent for New South Wales (2020-21 Half-Yearly Review) and 137 per cent for Victoria (2021-22 Budget).

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

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

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

Maintaining a lower rate of expenditure growth than revenue growth will deliver an operating surplus by 2024-25 and assist debt stabilisation. Over the

forward estimates, revenues are forecast to grow by an average of 3.9 per cent per annum, relative to average expenditure growth of 2.3 per cent with an
operating surplus forecast to be achieved in 2024-25 (Chart 3.2).

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

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

A commitment to a large capital program at the same time as stabilising net debt will require the capital program to be primarily funded through
operating cash surpluses rather than borrowings. From 2021-22, new capital investment is expected to be increasingly funded from net cash inflows

from operating activities. By 2024-25, 55 per cent of the investment in non-financial assets is expected to be funded from operating cash.

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

This is also a substantial improvement compared to the 2020-21 Budget.

Chart 3.3 Share of General Government investments in non-financial assets funded from operating cash surpluses
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Fiscal Principle 4 — Maintain competitive taxation by ensuring that, on a per capita basis, Queensland has lower taxation than the average of
other states.

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

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

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

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

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

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

The full funding of superannuation and other long-term liabilities is a long-standing Queensland Government priority and a key element of Queensland’s

financial management. A commitment to this principle will continue through the economic and fiscal recovery from the COVID-19 crisis, and it will
remain part of the long-term fiscal strategy.
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3.2 Key fiscal aggregates

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

Table 3.1 Key fiscal aggregatesl
2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Budget Projection Projection Projection
$ million $ million $ million $ million $ million $ million $ million
Revenue 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Expenses 63,498 64,881 64,199 67,148 68,151 69,376 70,214
Net operating balance (5,734) (8,633) (3,803) (3,485) (2,440) (968) 153
PNFA2 6,291 7,572 6,965 7,800 7,786 7,275 7,041
Fiscal balance (9,158) (13,440) (8,159) (7,965) (6,379) (3,630) (2,079)
Borrowing with QTC 37,570 53,501 47,102 57,240 67,110 73,265 77,761
Leases and other similar arrangements 6,499 7,565 7,779 7,603 7,471 7,780 7,623
Securities and derivatives 198 198 198 198 198 198 198
Net debt 14,046 25,499 15,808 24,750 33,326 39,019 42,573
Notes:
1. Numbers may not add due to rounding.
3.21 Net operating balance

Table 3.2 compares the General Government Sector net operating balance forecasts for the previous budget with the 2021-22 Budget forecasts.

Table 3.2 General Government Sector — net operating balance forecasts
2020-21 202122 2022-23 2023-24  2024-25
$ million $ million $ million $ million $ million
2020-21 Budget (8,633) (4,303) (2,480) (1,389) na
2021-22 Budget (3,803) (3,485) (2,440) (968) 153

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

A deficit of $3.803 billion is estimated for 202021, an improvement of $4.8 billion from the previous budget forecast of $8.633 billion. This
improvement has been underpinned by an uplift to revenue since the 2020-21 Budget, particularly from GST and taxes. At the same time, expense
measures since the last budget have been modest and focused on key priorities.
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This prudent approach has allowed the revenue uplift to flow through to improved operating balances and reduced the need to increase borrowings
compared to previous estimates. In the 4 years to 2023-24, total general government revenue has increased by $11.706 billion, compared to expense
increases of $5.598 billion over the same period.

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

Table 3.3 Reconciliation of net operating balance, 2020-21 Budget to 2021-22 Budget!
202021 2021-22  2022-23  2023-24
$ million  $ million  § million $ million

2020-21 Budget net operating balance (8,633) (4,303) (2,480) (1,389
Taxation revisions2 1,577 2,052 1,268 765
Royalty and land rent revisions 36 (175) (334) (285)
GST revisions 2,108 1,729 1,687 1,628
Expense measures3 3) (1,889) (811) (545)
Net flows from PNFC and PFC entities# (244) (60) (102) (336)
Natural Disaster Revisions (DRFA)5> ®) 134 40 (156)
Australian Government funding revisions6é 252 (542) (548) (213)
Other parameter adjustments? 1,112 (431) (1,160) (437)
2021-22 Budget net operating balance (3,803) (3,485) (2,440) (968)

Notes:

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

2. Represents parameter adjustments to taxation revenue. Includes measure to extend Apprentice Rebate Scheme in 2021-22 of $31.2 million.

3. Reflects the operating balance impact of Government decisions since the 2020-21 Budget (refer to Chapter 7 — Budget Measures for details).

4.  Represents revisions to dividends and tax equivalent payments from, and community service obligations (CSOs) and Transport Service Contract
(TSC) payments to, Public Non-financial Corporations and Public Financial Corporations, net of CSO and TSC expense measures.

5. Disaster Recovery Funding Arrangements.

6.  Represents the net impact of funding provided by the Australian Government primarily for Specific Purpose Payments and National Partnership
payments and excludes funding for disaster recovery expenses.

7. Refers to adjustments largely of a non-policy nature, primarily changes in interest paid on borrowings, depreciation, swaps, lapses and deferrals.
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3.2.2 Revenue

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

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

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

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

With stronger than expected national consumption and dwelling investment, GST revenue is estimated to be 16 per cent higher in 2020-21 compared to

2019-20. Queensland’s GST revenue is expected to grow by 5.4 per cent in 2021-22 and is forecast to continue to grow on average by 4.9 per cent per
annum over the forward years.

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

The 2020-21 Budget estimated expenses would increase by 7.9 per cent in 2019-20, 2.2 per cent in 2020-21 and 1.6 per cent over the 4 years to 2023—
24, reflecting the health response to the pandemic and the assistance provided to businesses and industry to stimulate economic recovery. A smaller
increase in general government expenses of 1.1 per cent is now expected in 2020-21.

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

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

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

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

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

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

structural reform opportunities and review of agency functions.

$750 million of savings has been achieved in 2020-21, as shown in Table 3.4. Agencies have achieved these savings without reducing services, and in
line with the Queensland Government’s commitment to employment security.

Examples of savings made in 2020-21 include:

. Reduction of 101 social media accounts across government
. Net reduction of 33 (4.6%) of the Senior Executive Service via natural attrition between July 2020 and May 2021
. Accommodation savings, including $14.2 million in savings associated with a renegotiation of a Department of Education lease and

ongoing savings of $3.5 million per annum

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

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

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

Department
Department of Aboriginal and Torres Strait Islander Partnerships

Department of Agriculture and Fisheries

Department of Child Safety, Youth and Women

Department of Children, Youth Justice and Multicultural Affairs
Department of Communities, Disability Services and Seniors
Department of Communities, Housing and the Digital Economy
Department of Education

Department of Employment, Small Business and Training
Department of Energy and Public Works

Department of Environment and Science

Department of Housing and Public Works

Department of Justice and Attorney-General

Department of Local Government, Racing and Multicultural affairs
Department of Natural Resources, Mines and Energy
Department of Regional Development, Manufacturing and Water
Department of Resources

Department of Seniors, Disability Services and Aboriginal and Torres Strait Islander Partnerships
Department of State Development, Infrastructure, Local Government and Planning
Department of State Development, Tourism and Innovation
Department of the Premier and Cabinet

Department of Tourism, Innovation and Sport

Department of Transport and Main Roads

Department of Youth Justice

Electoral Commission Queensland

Inspector-General of Emergency Management

Legislative Assembly

Ombudsman

Public Safety Business Agency

Public Service Commission

Queensland Audit Office

Queensland Corrective Services

Queensland Fire and Emergency Services

Queensland Health

2020-21
Savings

$ 000

845
9,842
11,601
11,196
534
3,534
110,502
55,557
3,185
61,111
34,115
12,961
2,787
20,170
627
1,406
2,939
5,008
37,156
4,024
653
80,923
1,622
1,333
61
500
130
2,951
1,060
176
15,728
9,238
177,475
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Queensland Police Service 32,073
Queensland Treasury 7,059
Trade and Investment Queensland 903
Whole-of-Government 29,015
Total Savings 750,000
Notes:

1.  Table includes all savings achieved in 2020-21, including those achieved by entities which were impacted by machinery-of-government changes

announced on 12 November 2020. Savings have been reported against the entity which achieved these savings.

3.24 Investment

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

Key capital investments in 2021-22 include:

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

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

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

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

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

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

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

Box 3.3 Debt management

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Revenue

Features

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

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

General Government Sector revenue is estimated to total $60.396 billion in 2020-21, up $2.633 billion (4.6 per cent) compared with 201920 and
$4.148 billion (7.4 per cent) higher than estimated in the 2020-21 Budget.

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

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

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

. GST revenue is expected to increase by $807 million (5.4 per cent) in 2021-22, reflecting a higher GST pool and Queensland receiving a
larger share of GST.
. Royalties and land rents are expected to increase by $674 million (25.3 per cent) compared to 2020-21, driven by expected rebounds in

coal and LNG prices following significant falls in 2020-21. However, royalty revenues in 2021-22 and in the following 2 years are
expected to be lower than forecast in the 2020-21 Budget, primarily reflecting the ongoing uncertainty around China’s restrictions on
Australian coal.

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

Total revenues are expected to grow at an average rate of 3.9 per cent over the 4 years to 202425, with average annual growth of 4 per cent in
taxation and 5 per cent in GST.

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

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

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

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

4.1.1 2020-21 revenues

General Government Sector revenue is estimated to be $60.396 billion in 202021, $4.148 billion (7.4 per cent) higher than the 2020-21 Budget
estimate. Significant variations from the 202021 Budget estimates include:

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

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

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

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

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

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

The better than anticipated overall revenue outcome means that Queensland General Government revenue is now expected to be 4.6 per cent higher in
2020-21 than in 2019-20.
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4.1.2 2021-22 revenues
In line with the ongoing economic recovery, General Government Sector revenue is forecast to increase by $3.268 billion (or 5.4 per cent) in 2021-22,
to be $63.664 billion. This is driven by an expected rebound in revenue following the COVID-19 impact on 2019-20 and 2020-21 and is particularly

evident across the 3 key state revenue sources: taxation; GST; and royalties.

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

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

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

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

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

This increase in expected GST revenue is largely driven by growth in the national GST pool. The 2021-22 Federal Budget forecast the GST pool to
grow by 4 per cent in 2021-22 and around 5 per cent per annum on average over the 3 years ending 2024-25, reflecting the expected ongoing growth in
taxable consumption.

Total General Government revenue growth is expected to average 3.9 per cent per annum over the 4 years to 2024-25.
The solid but steady growth forecast in 202223 and beyond reflects the expected return to more normal economic conditions and activity levels over

the forecast period, as well as an ongoing but gradual improvement in commodity prices and export volumes. Table 4.1 details Queensland’s total
General Government revenue by component across the forward estimates period.

Table 4.1 General Government Sector revenuel
2019-20  2020-21  2020-21  2021-22  2022-23 2023-24 2024-25
Actual Budget Est. Act Budget Projection Projection Projection
$ million $ million $ million §$ million $ million $ million $ million

Taxation revenue 14,585 14,330 15,907 17,399 17,397 17,731 18,608
Sales of goods and services 5,618 5,975 6,068 6,062 6,091 6,365 6,209
Interest income 2,076 1,882 1,901 2,537 2,591 2,622 2,702
Grants revenue

GST revenue 12,761 12,701 14,809 15,616 16,399 17,164 18,016

Other current grants2 13,039 13,597 13,875 13,749 14,529 15,321 15,513

Capital grants 1,841 2,796 2,899 2,571 2,585 2,860 2,826
Dividend and income tax equivalent income

Dividends 1,180 714 499 659 637 603 594

Income tax equivalent income 748 465 416 482 435 359 343
Other revenue

Royalties and land rents 4,686 2,631 2,667 3,341 3,743 4,060 4,229

Other 1,229 1,157 1,356 1,248 1,303 1,323 1,328
Total revenue 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Notes:
1. Numbers may not add due to rounding.

2. Queensland Treasury estimates. Differs from Chapter 8 due to the inclusion of direct Australian Government payments to Queensland agencies for
Australian Government own purpose expenditure.
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The major sources of total General Government Sector revenue in 2021-22 are grants revenue, which includes GST revenue and Australian Government
Grants (50.2 per cent), and taxation revenue (27.3 per cent).

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

Chart 4.2 Revenue by operating statement category, 2021-221
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Box 4.1 Revenue revisions since before COVID-19

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

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

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

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

Chart 4.3 Change in key revenuel forecasts compared to 2019-20 MYFER (i.e. pre-COVID-19 outlook)
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4.2 Taxation revenue

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

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

Chart 4.4 State taxation by tax category, 2021-221
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Note:
1. Percentages may not add to 100 per cent due to rounding. ‘Other duties’ includes vehicle registration duty, insurance duty and other minor duties. ‘Other taxes’ includes the emergency

management levy, waste disposal levy, guarantee fees and other minor taxes.
Table 4.2 shows the main components of taxation revenue and the forecast revenues for each component across the forward estimates.

Total taxation revenue is forecast to grow 9.1 per cent in 2020-21. Improved taxation receipts in 202021 are primarily being driven by a rebound in
transfer duty and stronger gambling tax collections. Transfer duty has been bolstered by a significant increase in the turnover of residential properties
since COVID-19 related public health restrictions eased in mid 2020.

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

per annum across the subsequent 3 years.

Table 4.2 State taxation revenuel

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

Actual Est. Act Budget  Projection Projection Projection

$ million $ million $ million _$ million $ million $ million

Payroll tax 4,211 4,192 4,484 4,741 5,011 5,263
Duties
Transfer 3,041 3,693 4,598 4,100 3,796 4,040
Vehicle registration 533 668 663 625 644 663
Insurance2 1,016 1,072 1,136 1,182 1,241 1,303
Other duties3 34 32 32 32 33 33
Total duties 4,624 5,464 6,428 5,939 5,713 6,039
Gambling taxes and levies
Gaming machine tax 617 816 795 819 843 869
Health services levy 77 122 107 109 117 127
Lotteries taxes 332 351 361 372 383 395
Wagering taxes 118 152 155 161 167 174
Casino taxes and levies 97 103 114 124 139 143
Keno tax 17 21 21 22 22 23
Total gambling taxes and levies 1,258 1,565 1,553 1,606 1,672 1,730
Other taxes
Land tax 1,406 1,493 1,617 1,686 1,802 1,931
Motor vehicle registration 1,910 1,987 2,044 2,103 2,169 2,242
Emergency management levy 562 581 605 630 657 686
Waste disposal levy 295 291 317 334 341 348
Guarantee fees 272 289 305 311 318 319
Other taxes4 46 45 46 47 49 50
Total taxation revenue 14,585 15,907 17,399 17,397 17,731 18,608
Notes:

1 Numbers may not add due to rounding.

2 Includes duty on accident insurance premiums.

3. Includes duty on life insurance premiums.

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

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

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

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

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

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

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

Box 4.2 Queensland’s competitive payroll tax system
Queensland has very competitive payroll tax settings. Its $1.3 million threshold is one of the highest exemption thresholds of all states and territories,

and the standard rate of 4.75 per cent is the lowest of any mainland state.

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

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

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

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

Chart 4.5 Comparison of the lowest fixedl payroll tax rates across Australian mainland states
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Note:

1. The lowest fixed rate applying to employers in non-regional areas.

Sources: Australian state government websites.

4.2.2 Duties

Transfer duty
Transfer duty is charged at various rates on ‘dutiable transactions’, including transfers of land in Queensland or Queensland business assets.
The Queensland Government offers extensive concessions for the transfer of land where the property is purchased as a home. This means eligible home

buyers pay a one per cent concessional rate on the first $350,000 of dutiable value, rather than the normal scheduled rates of between 1.5 per cent and
3.5 per cent.
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If a first home buyer purchases a property up to $500,000 they will pay no duty, with reduced rates available up to $550,000.

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

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

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

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

As shown below in Chart 4.6, residential transactions have grown strongly since the peak of the emergency health restrictions required to control the
initial spread of COVID-19 in April 2020.
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Chart 4.6 Residential property transactions by concession type

m Mon-home and mixed Home
20,000

A
n
=
=

10,00

Number of transactions

5,000 [

0

May-15 May-16 May-17 May-18 May-19 May-20 May-21

Notes:

1.  Home includes transactions subject to the home, first home and first home (vacant land) concessions. Non-home and mixed includes standard
transactions (no concession) and mixed/other concessions.

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

collections from residential sales.

However, the non-residential sector is forecast to recover over time and the outlook for large transactions will partially offset the expected decline in
transfer duty from residential transactions across 202223 and 2023-24, and support an increase in transfer duty revenue in 2024-25.
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Box 4.3 Generous transfer duty concessions

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

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

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

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

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

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

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

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

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

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

4.2.3 Gambling taxes and levies

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

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

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

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

4.2.4 Land tax

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

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

The Queensland Government provided substantial land tax relief measures across 2019-20 and 2020-21 to eligible property owners affected by the
COVID-19 outbreak, including rebates, waivers and deferrals.
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Land tax is expected to grow by 6.2 per cent in 2020-21 and 8.3 per cent in 2021-22, partly reflecting the expiry of the temporary relief measures. Land
tax is forecast to grow by an average annual 6.1 per cent across the 3 years to 2024-25, primarily driven by the lagged impact of the solid land value
growth expected in line with the current strength of the residential property market.

4.2.5 Waste disposal levy

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

The levy commenced at $75 per tonne for general waste and is regulated to increase by $5 per tonne per annum for the first 3 years. The first annual
increase of $5 per tonne was deferred by 6 months to 1 January 2021 to provide financial relief from the impacts of COVID-19. Seventy per cent of
proceeds from the waste levy will be used for resource recovery and other programs that reduce the impact of waste and protect the environment and
local communities.

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

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

4.2.6 Queensland’s competitive tax status

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

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

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

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

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

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

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

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

NSW__VIC Qud WA SA TAS  _ACTS NT Avg6
Taxation per capital ($) 3,821 3,504 2,743 3,414 2,597 2361 4,539 1,990 3,514
Taxation effort2 (%) 102.1 99.7 937 1025 975 829 157.6 749 100.0
Taxation % of GSP3.4 (%) 4.9 5.0 3.9 2.9 4.1 3.9 4.7 1.9 4.4
Notes:

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

2. 2019-20 data (latest available). Source: Commonwealth Grants Commission 2021 Update—total tax revenue effort for assessed taxes (payroll,

transfer duty, land tax, insurance duty and motor vehicle taxes). Revenue raising effort ratios are an indicator of the extent to which governments

burden their revenue bases.

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

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

5. Figures include municipal rates.

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

W

4.2.7 Tax expenditures

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

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

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

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

grants.

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

100



Budget Strategy and Outlook 2021-22

Table 4.4 Grants revenuel,2

2019-20  2020-21 2021-22 2022-23 2023-24 2024-25
Actual Est. Act  Budget Projection Projection Projection
$ million  $ million $ million $ million $ million $ million
Current grants

GST revenue grants3 12,761 14,809 15,616 16,399 17,164 18,016
Other Australian Government grants# 12,726 13,556 13,453 14,231 14,981 15,209
Other grants and contributions 313 318 296 298 339 304
Total current grants 25,800 28,684 29,364 30,928 32,484 33,528
Capital grants

Australian Government grants 1,805 2,865 2,538 2,546 2,840 2,791
Other grants and contributions 37 33 33 40 20 35
Total capital grants 1,841 2,899 2,571 2,585 2,860 2,826
Total Australian Government payments 27,292 31,230 31,607 33,176 34,985 36,016
Total grants revenue 27,641 31,582 31,935 33,513 35,344 36,354
Note:

1. Numbers may not add due to rounding.

2. Amounts in this table may differ to those outlined in Chapter 10 due to different classification treatments.
3. Includes entitlements to payments associated with the ‘no worse off” guarantee as part of the Australian

4. Queensland Treasury estimates. Differs from Chapter 8 due to the inclusion of direct Australian

4.

3.1 GST revenue

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

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

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

. the Australian Government forecasting 4 per cent growth in GST for 2021-22, with receipts consolidating at an elevated level following a 15.8 per
cent rebound in 2020-21

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

Revisions to the GST pool

The Australian Government’s national GST pool forecast was upgraded in the 2021-22 Federal Budget, to be $26 billion higher across the 4 years to
2023-24 compared with 202021 Federal Budget estimates.

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

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

Chart 4.9 compares GST revenue pool forecasts published in the 2020-21 and 2021-22 federal budgets.

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

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

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

. an increase in mining royalties for Western Australia led to a reduction in Queensland’s relative capacity to generate mining revenue

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

4.3.2 Australian Government payments

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

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

4.3.3 Other grants and contributions

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

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

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

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

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

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

The COVID-19 pandemic saw an unprecedented downgrade to the outlook for global economic growth in a short period of time. It also resulted in

reduced demand and substantially lower prices for key commodities, including coal and oil, to which LNG prices are linked. The impacts on expected
royalties and land rents are detailed in Table 4.5.

Table 4.5 Royalties and land rentsl

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Actual Est. Act Budget Projection Projection Projection
$ million $ million $ million $ million $ million $ million
Coal 3,517 1,745 2,048 2,550 2,778 2,943
Petroleum? 466 298 632 551 618 625
Other royalties3 549 479 487 466 485 480
Land rents 154 146 174 177 179 182
Total royalties and land rents 4,686 2,667 3,341 3,743 4,060 4,229
Notes:
1. Numbers may not add due to rounding.
2. Includes liquefied natural gas (LNG).
3. Includes base and precious metal and other mineral royalties.
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Royalty revenues are estimated to fall 44.4 per cent in 2020-21, largely due to lower coal and oil prices and a moderation in coal export volumes.
However, royalty revenue is forecast to partially rebound (by 25.6 per cent) in 2021-22, reflecting the expected improvement in global economic
activity, as well as the impact of the new volume based petroleum royalty model, before easing to more moderate growth in subsequent years.

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

44.1 Coal royalties

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

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

Coal royalties are expected to total $1.745 billion in 2020-21, 50.4 per cent lower than in 2019-20 but 6.2 per cent higher than forecast at the 2020-21
Budget. The decline was driven by significant falls in both prices and volumes of Queensland coal exports. On a year-average basis, the premium hard
coking coal price is estimated to decrease by 23.3 per cent in 202021, to US$116 per tonne, while crownl export coal tonnages are expected to be
around 9.9 per cent lower.

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

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

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

1 Excludes coal where royalties are not paid to the Queensland Government, that is, private royalties. This will not align with Chapter 2 nor Chart
4.10, both of which include private royalties.
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Queensland’s export earnings are expected to improve as the global economy continues to recover from the COVID-19 pandemic, increasing demand
and prices for Queensland’s coal exports. As a result, prices are expected to move back towards a longer-term price of around US$145/t and growth in
export tonnages is forecast to moderate to 5.9 per cent in 202324 and 4.7 per cent in 2024-25.

Coal royalty revenue is forecast to grow by 9 per cent in 202324, and 5.9 per cent in 202425 as both coal export prices and volumes recover.

Despite the recovery, Queensland’s coal exports are expected to remain below 2019-20 levels until 2023-24 and coal royalties remain well below the
level they reached in 2019-20. Chart 4.10 shows total coal export forecasts compared to the 2020-21 Budget outlook.
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1. Includes coal exports where royalties are not paid to the government, i.e. private royalties. This will not align with tonnages presented in Appendix C which exclude private royalties.

Source: Unpublished ABS trade data and Queensland Treasury

Chart 4.11 shows coking coal price forecasts compared to the 2020-21 Budget outlook and average quarterly price forecasts from the latest Consensus
Economics forecasts. This shows that the hard coking coal price forecasts underpinning the economic and revenue outlook are broadly similar to the
latest Consensus Economics forecasts.
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Chart 4.11 Coking coal price forecasts by iteration
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Sources: Consensus Economics and Queensland Treasury.

An ongoing risk to coal export volumes over the medium to longer term is that Japan and South Korea have committed to achieving net zero CO2
emissions by between 2050 while China has committed to achieve this by 2060. This may lead to an earlier reduction in thermal coal consumption in
these countries than previously expected. In addition, South East Asia is generally moving away from coal fired power due to limited finances to fund
coal fired power projects.

4.4.2 Petroleum royalties

Compared to coal, petroleum royalties make up a smaller share of total royalties, though petroleum royalties have grown strongly as the export industry
matured.

Oil prices factor strongly into petroleum royalty forecasts. Most of the LNG produced in Queensland is sold under long-term contracts linked to oil
prices, while the production level of the 3 major LNG plants is expected to be relatively stable across the forward estimates.

In 2020-21, revenue from petroleum and gas royalties are estimated to total $298 million, 36.1 per cent lower than 201920 and 3.1 per cent lower than
forecast at the 2020-21 Budget.

While LNG export volumes were largely unaffected by the COVID-19 crisis, the pandemic led to a sharp fall in global oil prices. This materially
impacted LNG values in 2020-21 and, therefore, led to a reduction in petroleum and gas royalties.
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Production cuts by global oil producers have seen oil prices rise to above US$70/barrel, which should see the price (and value) of Queensland’s LNG
exports rebound throughout 2021. As a result, petroleum royalties are expected to rebound in 2021-22, growing by 112 per cent. This also reflects
2021-22 being the first full year under the new volume-based royalty model, which replaced the previous wellhead model in October 2020.

Major oil producers are expected to increase global oil supply throughout 2021, which is expected to put downward pressure on oil prices. As a result,
petroleum royalties are forecast to decline by 12.8 per cent in 2022-23.

Following this, oil prices are expected to gradually return to US$60/barrel by June 2023 as demand continues to recover. As a result, petroleum royalties
are forecast to grow by 12.2 per cent in 2023-24, and then 1.2 per cent in 2024-25.

4.4.3 Other royalties
Other royalties include revenue from metals mined in Queensland such as copper, lead and zinc, and other minerals including bauxite.
Revenue from other royalties is estimated to total $479 million in 2020-21, 12.8 per cent lower than 2019-20. This reduction reflects collections

returning to normal levels following additional compliance activities undertaken in 2019-20. This was partially offset by reassessment activities
undertaken in late 2020 which increased revenue across metal and mineral royalty lines.

Revenue from other royalties is expected to be volatile over the forecast period, growing by 1.8 per cent in 2021-22, declining 4.4 per cent in 2022-23,
growing 4 per cent in 202324, and declining 1.1 per cent in 2024-25. This volatility largely reflects differences in the expected production profiles
across minerals and the extent to which some miners are eligible for the mineral processing discount.

4.4.4 Land rents

Revenue from land rents derived from mining and petroleum leases and pastoral holdings are estimated to total $146 million in 2020-21, a decline of
5.2 per cent compared with 2019-20. This decline is primarily driven by the write down in revenue from rents during the COVID-19 crisis due to the
government’s relief measures.

Revenue from land rents are expected to rebound in 2021-22 and grow by 19.5 per cent, driven by the expected recovery in the economy, as well as a
tapering of drought relief rental deferrals due to improved La Nifia related weather conditions.

Revenue from land rents are then expected to grow by 1.4 per cent per annum over the 3 years ending 2024-25.
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4.5 Sales of goods and services

Sales of goods and services revenue comprises the cost recovery from the Queensland Government providing goods or services. Table 4.6 provides a

breakdown of the categories of goods and services captured in terms of these revenues.

Table 4.6 Sales of goods and services!

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Actual Est. Act. Budget Projection Projection Projection

$ million $ million $ million $ million $ million $ million
Fee for service activities 2,215 2,532 2,648 2,530 2,594 2,523
Public transport:
South East Queensland 289 221 346 376 414 414
Rent revenue 583 511 554 574 596 607
Sale of land inventory 34 61 82 112 63 51
Hospital fees 689 879 894 904 913 923
Transport and traffic fees 471 486 510 529 543 560
Other sales of goods and services 1,338 1,378 1,028 1,066 1,242 1,130
Total 5,618 6,068 6,062 6,091 6,365 6,209
Note:

1. Numbers may not add due to rounding.

The government provides concessions in the form of discounts, rebates and subsidies to improve access to and the affordability of a range of services for
individuals or families, based on eligibility criteria relating to factors such as age, income and special needs or disadvantage. The Concessions Statement

(Appendix A) provides details of the concession arrangements provided by the Queensland Government.

4.5.1 Fee for service activities

Examples of major items of fee for service activities across the General Government Sector include:

. recoverable works carried out by the Department of Transport and Main Roads and the commercialised arm of the department

. fees charged by Technical and Further Education (TAFE) colleges

. fees charged by CITEC to commercial clients for information brokerage services.
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4.5.2 Other sales of goods and services

As shown above in Table 4.6, revenue is also raised from a variety of other types of sales of goods and services. These include revenue from public
transport ticketing arrangements, rent or lease of government property, hospital fees, transport and traffic fees, title registration fees and other licences
and permits.

4.6 Interest income

Interest income primarily comprises interest earned on investments, including those held to support debt, superannuation and insurance liabilities.
Interest income is estimated to account for 4 per cent of total General Government Sector revenue in 2021-22.

Interest income is forecast to increase across the forward estimates, benefiting from increases in investments being made as part of the Queensland
Future Fund (QFF) — Debt Retirement Fund (DRF) initiative and other funds (this is discussed in more detail in Chapters 3 and 6).

4.7 Dividend and income tax equivalent income

Dividend and income tax equivalent income accounts for 1.8 per cent of total General Government Sector revenue in 2021-22.

Revenue from dividend and income tax equivalent income is estimated to total $916 million in 2020-21, $1.013 billion (52.5 per cent) lower than in
2019-20, and $264 million (22.4 per cent) lower than expected at the 2020-21 Budget. These movements are primarily due to decreases in earnings
from the electricity generation sector, driven by lower wholesale electricity prices.

Dividend and income tax equivalent incomes are forecast to increase by 24.7 per cent in 2021-22, but then forecast to decline by 6.1 per cent in 2022—
23, 10.2 per cent in 2023-24 and 2.6 per cent in 2024-25. The declines in dividend and income tax equivalent incomes from 2022-23 primarily reflect
lower forecast profits in the electricity generation sector, with the entry of renewables boosting supply into the grid and keeping downward pressure on
wholesale electricity prices.

Trends in dividends and income tax equivalent income are discussed in more detail in Chapter 10.
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4.8 Other revenue

Other revenue, including royalty revenue, accounts for 7.2 per cent of total General Government Sector revenue in 2021-22 (see Table 4.7). Royalties
and land rents account for 5.2 per cent of revenue in 2021-22 and are discussed in detail in Section 4.4.

The major fines and infringements included in this category are primarily issued by the Queensland Police Service and include fixed and mobile camera
offences, speeding and tolling offences.

Revenue from fines and forfeitures is estimated to grow by 5.3 per cent in 2020-21, following a decline of 11.3 per cent in 2019-20. This rebound is
partially due to full year operation of mobile cameras compared to 2019-20, when operations were shut down or reduced over a number of months. The
lower base in 2019-20 also likely reflects less traffic on the roads in the last quarter due to COVID-19, delays in the introduction of new cameras and
the infringement rate being less than anticipated.

Revenue from fines and forfeitures is forecast to grow by 39.3 per cent in 202122, partly driven by the introduction of new cameras that detect use of
mobile phones and if seat belts are