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KEY INITIATIVES OF THE
2010-11 BUDGET

Easing costs of living and making tax time simpler

* Delivering tax relief, including raising the low income tax offset to $1,500
* Lower tax on savings - 50 per cent discount on up to $1,000 on interest income

* Standard deduction to simplify the tax system for 6.4 million Australians

Skills for sustainable growth and building infrastructure

* $661 million for the Skills for Sustainable Growth strategy

¢ $5.6 billion for a new infrastructure fund and $1 billion to renew rail networks

Renewables and energy efficiency

* $652 million Renewable Energy Future Fund

Growing the whole economy

* Resource Super Profits Tax from 1 July 2012
* Company tax rate cut to 29 per cent in 2013-14 and 28 per cent from 2014-15
* Company tax rate cut to 28 per cent from 2012-13 for small businesses

* From 1 July 2012, instant asset write off for small business assets under $5,000

Stronger, Fairer Super

* Increasing the super guarantee to 12 per cent, assisting 8.4 million Australians
* From 1 July 2012, contributing up to $500 for those on incomes up to $37,000
* From 1 July 2012, allow catch-up contributions by older workers up to $50,000

National Health and Hospitals Network

» Additional $2.2 billion to meet the needs of our modern health system:
— $355 million for GP Super Clinics
— $417 million to enhance after hours services
— $523 million to train our nurses

— $467 million to introduce individual electronic health records




Budget at a glance

A responsible Budget that will return to surplus early, strengthen our economy and secure

our future.

Australia has outperformed the
rest of the developed world

Business and employees joined with
the Government to tackle the global
financial crisis, helping Australia
emerge in a strong position.

Our economy’s resilience stands in
stark contrast to the experience of many
other countries.

Australia has emerged from the global
financial crisis with stronger growth,
lower debt and lower deficits than any
of the major advanced economies.

Returning to surplus early

All of our investments in this Budget are
fully funded within the strict confines

of the Government's responsible fiscal
strategy.

All new spending has been fully offset
and real spending growth kept to less
than 2 per cent a year.

The Government’s commitment to this
strategy will see the Budget return a
modest surplus three years ahead of
schedule, and ahead of any of the major
advanced economies.

Investing in the long term

The Government is determined to
convert Australia’s success during the
global financial crisis into a stronger
economy for the future.

This Budget boosts savings, builds
skills and infrastructure, improves
our health and hospitals, invests in
renewable energy and simplifies tax
time for working families.

The Government will ease the costs

of living in this Budget by providing a
standard tax deduction, implementing
further tax cuts and rewarding working
families for saving.

Actual Estimates Projections
2008-09 2009-10 2010-11 2011-12 2012-13 2013-14
Underlying cash balance($b)(a) =271 -57.1 -40.8 -13.0 1.0 5.4
Per cent of GDP -2.2 -4.4 -2.9 -0.9 0.1 0.3
Fiscal balance($b) -29.7 -54.8 -39.6 -12.1 2.0 6.3
Per cent of GDP -2.4 -4.2 -2.8 -0.8 0.1 0.4
(a) Excludes expected future fund earnings
Forecasts Projections

2009-10 2010-11 2011-12 2012-13 2013-14
Real GDP 2 31/4 4 3 3
Employment 21/2 21/4 2 11/2 13/4
Unemployment rate 51/4 5 43/4 5 5
CPI 31/4 21/2 21/2 21/2 21/2
Nominal GDP 2 3/4 81/2 53/4 51/2 51/2
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Position of strength

In‘a year when virtually all advanced economies contracted, Australia emerged as the best
performing advanced economy in 2009.

The top ranked advanced
economy

Australia has emerged from the global
recession ahead of the pack, recording
the best economic performance of any
advanced economy in 2009.

Ina year in which the global economy
endured an unprecedented decline in
GDP in the post-war era, the Australian
gconomy grew by 1.4 per cent, whereas
advanced economies collectively
contracted by 3.2 per cent.

The shallower downturn has meant
that Australia has largely avoided the
business failures and large-scale
employment losses that have occurred
in many other countries, providing a
solid foundation for recovery.

A resilient labour market

At a time when most other advanced
gconomies were shedding jobs, the
Australian economy created 225,000
jobs in the past year alone.

Australia’s unemployment rate peaked
at 5.8 per cent around the middle

of 2009. By contrast, unemployment
rates rose sharply across the advanced
economies, and hit double digit rates in
both the United States and Europe.

This remarkable performance is a
testament to the resilience of the
Australian people in the face of the
worst global downturn in 75 years.
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A strong fiscal position

Australia has far lower debt and deficits
than the major advanced economies,
and will be the first to return to surplus.

Australia’s strong economy and sound
fiscal position leave us in a position

of strength to invest in health and
hospitals, skills, infrastructure and
renewable energy, and bring the Budget
back to surplus as soon as possible.

By reprioritising spending and
exercising restraint, the Government
is delivering major long-term reforms
— intax, health and infrastructure —
while still maintaining a fiscal position
that is the envy of the world.
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Stimulus provides a

strong platform for growth

The success of Australia’s economic stimulus means we can now tackle future challenges from-a

position of strength.

Success of the stimulus

Strong and rapid policy stimulus
sustained economic activity and jobs
during the global downturn.

Fiscal and monetary stimulus shielded
the Australian economy from the worst
of the global recession. It sustained
confidence and spending, driving a
recovery in private demand.

With private sector activity gathering
momentum, fiscal stimulus is being
withdrawn as planned.

Fiscal stimulus continued to build
capacity in our economy during the
global recession. Australia can now
build on this strong platform as the
world moves into recovery.

_Net balance

Index

World-leading economy

The Australian economy is set to remain
aworld leader, growing by a strong

3Va per cent in 2010-11 and 4 per cent
in2011-12.

Our unemployment rate, already the
second lowest compared to the major
advanced economies, is set to fall
further, to 4% per cent in 2011-12.

A healthy recovery in business
investment is in prospect and exports
are recovering, underpinned by high
levels of business confidence and the
global recovery.

Incomes are set to pick up in line with
a strong labour market and recovery in
business profits.

Index (2007-08 = 100)

Reaping the benefits of a dynamic
region

Australia is also benefiting from its
location in the fastest growing region in
the world.

Our close trade links with the growing
economies of Asia and demand for our
exports are forecast to push Australia’s
terms of trade to their highest level in
60 years. This will boost incomes and
support a private sector recovery.

Australia’s favourable position, both
economically and geographically,
means Australia can take full advantage
of the global economic recovery.
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Returning to surplus
three years early

Delivering on the Government's strict fiscal strategy will see Australia return to surplus three years

ahead of schedule.

Delivering on our strategy

When the Government responded to the
global financial crisis, it also laid out

a clear plan for returning the budget to
surplus.

This Budget is delivering on that deficit
exit strategy:

* All new spending in this Budget has
been fully offset

 Real spending growth has been kept
to less than 2 per cent a year

 Higher tax receipts have been
allowed to flow through to the
budget bottom line

* Taxas a share of GDP has been kept
below the 2007-08 level.

Per cent of GDP
1 r

2008-09
2009-10
2010-11
2011-12
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Per cent of GDP
41

2012-13

Sticking to this plan contributes to a
much stronger fiscal outlook.

The Budget is now expected to return
to surplus by 2012-13 — three years
ahead of schedule, and well before any
of the major advanced economies.

Strongest fiscal consolidation

This is forecast to be the fastest
positive turnaround in the budget
position in modern times, delivering a
tightening fiscal policy stance of around
12 per cent of GDP a year over the next
three years.

The improvement in budget balance is
faster than the recoveries in the 1980s
and 1990s.

5 Per cent of GDP

This is paying dividends. Net debt
is now projected to peak at only
6.1 per centin 2011-12, two years
earlier than previously thought.

Maintaining discipline

The Government is delivering on its
responsible fiscal strategy, and will
continue to do so.

All the investments in this Budget —
measures to boost savings, build skills
and infrastructure, improve our health
and hospitals, invest in renewables and
simplify tax time for working families
— are fully funded within the strict
confines of our responsible strategy.

The Government remains committed to
maintaining strong fiscal discipline into
the future.

Per cent of GDP s
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Back to surplus before
every major advancead

economy

Australia is in an enviable position, with net debt as a share of GDP less than one-tenth the

average for the major advanced economies, and the budget expected to return to surplus in
2012-13 well before any major advanced economy.

Australia emerged stronger

Australia emerged from the global
recession with a lower debt and
deficit than all of the major advanced
gconomies.

Australia’s budget is projected to return
to surplus in 2012-13, ahead of any of
the major advanced economies, and
years before Canada and Germany —
the next best placed countries.

Major challenges abroad

The major advanced economies
suffered deep contractions, with their
fiscal positions deteriorating across
the board. None of them are projected
to return to surplus until 2015 at the
earliest.

Per cent of GDP
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While they emerged from recession
around the second half of 2009, their
recovery remains weak.

The global recession inflicted
tremendous economic damage and

left a legacy of large fiscal deficits and
mounting public debt around the world.

Gross public debt levels in these
gconomies are now close to 60-year
highs, with net public debt forecast to
reach 93.9 per cent of GDP on average
in 2015.

This surge in public debt is occurring at
a time when pressure from rising health
and pension spending is building —
making the already difficult challenge
even more difficult.

Canada Italy France Japan

Australia is well positioned

In contrast, Australia avoided recession,
and our public finances are sound.

Greece has brought the importance of
credible and sound public finances to
the fore.

Australia’s budget is expected to return
to a small surplus in 2012-13 and
remain in surplus over the medium
term.

Australia’s net debt is expected to
peak lower and earlier than previously
expected, at 6.1 per cent of GDP in
2011-12. This is less than one-tenth
the average of the major advanced
gconomies.

Per cent of GDP
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Easing costs of living

The Government has taken action to address cost of living pressures for ordinary Australians,
rewarding them for their efforts during the global recession.

Tax relief on the way

From 1 July 2010 Australian workers
will benefit from the next round of

tax cuts, fulfilling the Government’s
commitment to deliver real benefits to
working families. This includes lifting
the low income tax offset to $1,500 to
provide an effective tax free threshold of
$16,000 for Australians with income up
to $30,000.

Supporting small savers

Australians will receive a 50 per cent
discount on up to $1,000 of interest,
including interest earned on deposits,
bonds, debentures and annuity
products, from 1 July 2011. This will
be of particular benefit to small savers,

including low and middle income
earners, who are more likely to put their
non-super savings into interest-earning
deposits. Around 5.7 million depositors
will benefit from this measure in
2011-12. The Government will consult
on implementation details during
2010-11.

Housing affordability

The Government is assisting

aspiring first home buyers through
concessionally taxed First Home Saver
Accounts. These accounts are being
made more flexible by allowing money
from the accounts to be paid to an
approved mortgage at the end of the
minimum qualifying period, if a house

is purchased in the interim. This will
make it easier for first home savers to
adjust their housing decisions to their
changing economic circumstances.

Banking competition

The Government has taken action to
support banking competition and keep
competitive pressure on the big banks:

* extra boost to banking competition
by phasing down interest
withholding tax;

* investing $16 billion in residential
mortgage-backed securities to
assist smaller lenders to raise
competitively-priced funds.

Per cent Per cent
40 14
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Making tax time simpler

The Government will provide a standard tax deduction for work expenses, simplifying the tax
system and giving Australians more time with their families.

Simpler treatment of work-related
EXpenses

The Government will ease the cost

of living for ordinary Australians, and
make our personal tax system simpler,
to minimise the time and resources
people spend on their tax returns.

Under the current personal tax system,
many people find it difficult to work out
how much tax they need to pay or how
much they should receive as a refund.

Calculating work related expenses is the
main tax burden for many Australians.
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As a result, more Australians use tax
agents than almost anywhere else in the
world.

From 2012-13 the Government will
provide taxpayers with the choice of
a $500 standard deduction to replace
deductions for their work-related
expenses and cost of managing tax
affairs. This will increase to $1,000
from 2013-14.

This will enable taxpayers to spend less
time and effort preparing their tax return
and more time with their family.
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When fully implemented, 6.4 million
Australians will find it easier to choose
just the standard deduction and will see
their tax drop by an average of $192.

Taxpayers with higher expenses or
more complex tax affairs can continue
to claim their expenses and will not be
worse off,

The Government will continue to
improve pre-filling so that more
Australians can have their tax return
filled out for them.
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Challenges remain

The strong economic outlook means the challenge is quickly moving from employing idle
capacity in the economy to building additional capacity to take full advantage of the mining boom

and the broader recovery.

Return to full capacity

The economic outlook has improved
dramatically over the past year and the
gconomy is returning to more normal
levels of capacity.

The policy priority has now shifted
towards supporting private sector

expansion through measures that

expand the economy’s productive
capacity.

The broad economic recovery and the
mining boom have the potential to yield
significant gains in income and wealth
for all Australians over many years.

Managing and sustaining that growth

will be the key to realising that potential.

Per cent
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B Mining and construction share of state

economy (2008-09)

Mining and construction share of state
employment (June quarter 2009)

Australia’s mining and construction intensity
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Two speed economy

The global financial crisis saw a shift
in the balance of world economic
activity towards China, India and other
emerging Asian economies. These
countries are set to be major drivers of
the world economy in future decades.

Australia is well positioned to benefit
from this economic shift, with
substantially increased demand for our
mineral and energy resources.

But with the opportunity of a mining
boom comes the challenge of
managing a two-speed economy. The
non-mining sectors of the economy will
find it tougher to compete for workers
and capital.

In these circumstances, the best

thing the Government can do to
support growth in the broader
gconomy is to cut company taxes and
encourage investment in key skills and
infrastructure.

A better trained workforce and a larger
capital stock boost the productive
capacity of the whole economy, while
still supporting its adjustment to a
higher terms of trade.

States with a large share of mining
activity are likely to continue to
experience strong growth. But boosting
the economy’s productive capacity will
ensure that the benefits of growth are
shared by working families across the
nation.

Per cent Per cent of GDP Per cent of GDP
1 40 5 95
130 4 4
4 20
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4 10
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Ageing population

The Australia to 2050 Report highlighted the challenges that population ageing and associated
pressures in the health system will bring to bear on Australia’s economic growth, living standards

and government finances.

Australia to 2050

The Australia to 2050 Intergenerational
Report showed that over the long term,
ageing will pose significant challenges.

Population ageing means fewer workers
to support retirees in the future. The
IGR projects the number of people of
eligible age to receive the Age Pension
will increase by around 150 per cent,
highlighting the importance of adequate
and sustainable retirement incomes.

The number of traditional working

age people to support each retiree is
expected to fall from 5 people today, to
2.7 people in 2050.

Per cent
25

20

1970

Reflecting this, the proportion of people
in the labour force is expected to fall
gradually, slowing the pace of growth.

Fiscal pressures

The report also projected that the
ageing population and associated
spending pressures would result in
a substantial fiscal gap. Spending
would exceed revenue by around 2%
of GDP in 2049-50. The Government
is responding to these long-term
challenges.

Responsible economic management,
including policies that lift productivity
and encourage participation in the

labour force, will contribute to higher

1990
W 65-84

2010 2030

85 and over

rates of economic growth and higher
living standards.

The Government is supporting
productivity growth, through
investments in skills and nation
building infrastructure like transport,
education and broadband, and reducing
business costs through streamlined
regulation and tax reform.

Reforms in education, training, health,
employment services, paid parental
leave and childcare will all support
higher workforce participation.

The Government’s implementation

of the fiscal strategy is delivering
structural adjustments to spending
that address fiscal pressures over the
medium and long term.

Per cent
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Strengthening the

economy

Australia has emerged from the global crisis the envy of the developed world, and this Budget will
further strengthen our economy for working families.

Future challenges

While tackling the global financial
crisis, the Government did not lose
sight of the long-term challenges.
The stimulus not only supported the
economy, it also began laying the
groundwork to ensure Australia’s
long-term prosperity.

Growing the whole economy

The Government has begun
implementing an ambitious tax reform
program to make the tax system fairer
and more efficient.

To increase the return to the community
from our resource deposits and to
stimulate investment across the
economy, the Government will

$billion
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introduce a Resource Super Profits Tax
(RSPT) and reduce the company tax
rate.

These reforms will ensure all
Australians share in the returns from
our resources and will promote
gconomic growth.

Building our capacity

The Government is investing in skills
and infrastructure to lift the productive
capacity of the economy.

The Government’s $661 million Skills
for Sustainable Growth strategy will
provide more training places, increase
the quality of our training, and tailor
places to meet better the needs of our
growing economy.

Forecasts/projections

The Government is investing a further
$5.6 billion over the next decade to
support State investment in nation
building infrastructure, and nearly

$1 billion in Australia’s rail networks.

Investing in renewables

The Government will invest
$652 million over four years in a new
Renewable Energy Future Fund.

The Fund will leverage private
investment in large and small scale
renewable energy projects, including
wind, solar and biomass. It will also be
used to encourage Australia’s take-up
of energy efficiency, helping businesses
and households reduce their energy
consumption.

$billion
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Securing the future

The Government is determined to tackle the long-term challenges that face the nation, by
boosting savings, improving our health and hospital system, and strengthening our long-term

fiscal position.

Boosting savings Better health and hospitals
The Government will provide a This Budget provides $2.2 billion of
50 per cent tax discount on up to new funding to support the National

$1,000 of interest, including interest Health and Hospitals Network. This new
garned on deposits, bonds, debentures  funding includes:

and annuity products. The discount is
expected to benefit around 5.7 million
taxpayers in 2011-12.

e $417 million for better after hours
access to GPs and to establish
Medicare Locals across the country

The Government will gradually increase

the Superannuation Guarantee to

12 per cent, improving the retirement
incomes of some 8.4 million e $523 million investment in
Australians. Australia’s nursing workforce

To improve fairness in superannuation e $467 million to introduce Individual
the Government will provide a Electronic Health Records.
contribution of up to $500 for workers

with incomes up to $37,000.

* $355 million to increase GP Super
Clinics and upgrade facilities

o Percent of GDP

Maintaining fiscal discipline

All of the investments in this Budget are
fully funded within the strict confines

of aresponsible fiscal strategy, which
will see us return to surplus three years
ahead of schedule without raising tax to
GDP above the level we inherited.

Once the budget returns to surplus,
and while the economy is growing

at or above trend, the Government

will maintain expenditure restraint by
retaining a 2 per cent annual cap on
real spending growth, on average, until
the budget surplus is at least 1 per cent
of GDP.

Per cent of GDP 2
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Skills for sustainable

growtn

The Government's $661 million Skills for Sustainable Growth strategy will provide up to 70,000
new training places and support 22,500 new apprentices to boost the skills base of our workforce
and lift the productive capacity of the economy.

A record of investing in people

This Government has already made
substantial investment to support

skills acquisition, including significant
reforms to higher education in the last
Budget. The skills investments continue
through the Skills for Sustainable
Growth strategy.

A strategy for skills

The strategy aims to boost the skills
base of the Australian workforce and
ensure that our education and training
systems are responsive to industry,
employer and individual needs.

Index (March 2008 =100)

Skills for recovery

The Government will invest
$300 million to address skill hotspots.

This includes a $200 million Critical
Skills Investment Fund to support
quality training where it is needed most
through partnerships with industry. The
investment is expected to fund up to
39,000 training places.

The fund will leverage industry
co-investment, providing support for
50 per cent of the cost of training for
large firms and up to 90 per cent of the
cost of training for small firms.

Funding will be allocated through a
competitive process.

Continued investment by employers

in trade skills is vital as the economy
strengthens. The Government will
build on the success of the Kickstart
Apprenticeship bonus by providing
$79 million for small and medium
businesses to take on young traditional
trade apprentices in skill shortage
occupations.

This measure will provide greater
access to training and support for
around 22,500 apprentices.

The Government is also providing
$20 million to encourage competency
based apprenticeships, improving the
efficiency of skills formation.

Index (March 2008 =100)
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Boosting participation

and productivity

The Skills for Sustainable Growth strategy will ensure our training systems are in the best position
to meet the skill needs of industry, students and the broader economy.

Training system for the future
The Government is investing

$243 million to drive major
improvements to our training system.
This includes:

* income contingent loans, in return
for significant training reforms

* provision of reward payments
to drive higher standards and
performance, through the
$130 million Quality Skills Initiative

* establishment of a National VET
Regulator and the provision of
enhanced performance information
for students through the MySkills
website.

$million
140 -

120
100 -
80
60

40 |

20

Foundations for the future

The importance of foundation skills
such as literacy, language and

numeracy (LLN) cannot be overstated.

Poor foundation skills can be a major
barrier for job seekers and those
wishing to upskill. These core skills
are crucial to higher educational
outcomes — which in turn lead to
higher participation and productivity.

The Government is investing
$119 million to improve foundation

skills such as literacy and numeracy —
bringing total Government assistance to

around $490 million over four years.

This investment will provide
unprecedented LLN support for a total
0f 140,000 Australians.

Key initiatives include:

* Improving and strengthening the
Language Literacy and Numeracy
Program will provide an additional
13,570 training places for
jobseekers (over four years).

 Better support for the LLN of
existing workers will see an
additional 9,500 Workplace English,
Language and Literacy (WELL)
Program places.

* |nnovative community based
learning to better suit individual
learning needs, including
around 8,000 training places in
community settings such as men’s
sheds, mothers’ groups, and
neighbourhood houses.
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Building infrastructure

The Government is enhancing Australia’s productive capacity through substantial investment in
infrastructure, which builds on the Government’s strong nation building agenda.

Push for productivity

Expanding Australia’s productive
capacity is vital to position our
economy to meet future challenges.

Infrastructure investment is a key driver
of productivity which will increase living
standards in the long term. Demand for
our exports, ageing infrastructure and
strong population growth are all putting
pressure on our existing infrastructure
stock. The Government will continue

to identify and address these critical
infrastructure challenges.

The new measures announced here
build on the $36 billion that is already
committed to transport infrastructure,
including our roads, rail and ports.

$billion
8 —

In real terms, this Government is more
than doubling expenditure on major
transport infrastructure in the six years
to 2013-14, compared with the previous
Six years.

$5.6 billion Infrastructure Fund

The Government will establish a new
infrastructure fund to invest in the
nation building infrastructure necessary
to improve Australian living standards.

The fund will commence in 2012-13
with an initial contribution from the
Commonwealth of $700 million and will
be worth more than $5.6 billion over the
decade.

Forecasts/ projections

It will make infrastructure spending a
permanent feature of Commonwealth
and state budgets.

Funding will be distributed in a way
which recognises that resource
rich states face large associated
infrastructure demands.

Infrastructure Australia will continue
to develop our National Infrastructure
Pipeline to help inform investment by
the private sector and governments.

Further, private infrastructure investors
will benefit from both new simplified
disclosure for corporate bond issuance,
and the new discount on bond interest
income, which will help them access
large pools of retail investment funds.

$billion
1 8

2002-03 2004-05

14 BUDGET

1 1 0

2006-07 2008-09 2010-11

2012-13



Easing bottlenecks

The Government is investing $5.6 billion in a new ongoing infrastructure fund and directly
investing almost $1 billion to renew key rail networks.

Increasing our freight capacity

To further address infrastructure
capacity constraints the Government

is investing almost $1 billion in the
Australian Rail Track Corporation
(ARTC) in the 2010-11 Budget, to fund
a package of productivity enhancing rail
projects. The Government recognises
that for Australia to meet its future
freight needs, rail must play an integral
role.

In addition, the Government has
committed to establishing an
intermodal terminal precinct at
Moorebank to address the critical
shortage of intermodal capacity

in Sydney and complement the
Government’s other investments in rail.

The terminal will provide a much
needed integrated transport solution for
the movement of freight to and within
the Sydney basin which will boost
national productivity, reduce business
costs and relieve bottlenecks and urban
congestion.

The Moorebank project will now move
into the detailed planning and approval
phase. To this end, the Government will
spend $71 million to conduct planning
for the relocation of Defence facilities
and to establish a project office.

Construction of the terminal precinct
could commence in 2013 with the
facility becoming fully operational by
garly 2016.

ARTC projects, totalling $996 million, include:

Whyalla-Broken Hill and Parkes-Cootamundra Re-railing

Broken Hill to Parkes Concrete Re-sleepering

NSW North Coast Curve Easing

Albury to Melbourne to Geelong Re-railing
Gheringhap to Maroona Passing Loops

Goulburn / Moss Vale / Glenlee Double Track Passing
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National Broadband Network

The National Broadband Network
(NBN) will revolutionise Australia’s
telecommunications. It will del