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DR M.D. NAHAN (Riverton — Treasurer) [9.06 am]: I am pleased to advise the house of the state’s whole-
of-government financial outcomes for the year ended 30 June 2016. I do so by tabling the 2015–16 Annual 
Report on State Finances. 

[See paper 4649.] 

Dr M.D. NAHAN: The Government Financial Responsibility Act 2000 requires that this report be released 
within 90 days of the end of the financial year and be prepared in accordance with external reporting standards. 
It focuses on changes in outcomes between the estimated outturn presented in the 2016–17 state budget and the 
financial outcomes for 2015–16, and also includes information on changes since the original 2015–16 budget. 

The report shows that public sector finances for the year ended 30 June 2016 were largely in line with 
expectations at the time of the 2016–17 budget, with the general government sector recording an operating 
deficit of $2 billion in 2015–16. With a record year-on-year decline of $915 million, or 3.3 per cent, in general 
government revenue, a deficit outcome was unavoidable in 2015–16. The impact of declining revenue on the 
operating deficit was mitigated by very low growth in recurrent expenditure, with expenses growing by just 
2.4 per cent in 2015–16, reflecting the impact of the government’s efforts to constrain expenditure. Relative to 
2014–15, royalty income declined in 2015–16 by $477 million, or 10.4 per cent, primarily due to a 28 per cent 
fall in the iron ore price over the year. The oil price was also down by 41 per cent, resulting in a $249 million 
reduction in the state’s North West Shelf grants relative to 2014–15. 

Western Australia’s GST grant in 2015–16 was $377 million lower than in 2014–15. Since 2013–14, the state’s 
GST grant has fallen from $2.5 billion to $1.9 billion—a fall of 25 per cent in two years. Although the 
commonwealth acknowledged our low share of GST and provided an additional $490 million in 2015–16 to 
support investment in the Forrestfield–Airport Link, the combination of declining commodity prices and 
declining GST revenue is placing extreme pressure on the state’s finances. This reinforces the importance of the 
government’s expenditure control measures. We achieved expense growth of 2.4 per cent in 2015–16, the second 
lowest increase in 21 years, following expense growth of just 2.2 per cent in 2014–15. This compares with 
estimated growth of 2.5 per cent in the 2016–17 budget. Importantly, salaries expenditure growth was contained 
to just 2.6 per cent in 2015–16, the lowest growth in 17 years, reflecting the impact of measures implemented 
during the year to improve the efficiency of the public sector, including the recruitment freeze announced in the 
2015–16 budget. 

Total public sector net debt was $27.3 billion on 30 June 2016—$513 million lower than the estimated outturn in 
the 2016–17 budget and $3.6 billion lower than the original 2015–16 budget forecast. Nevertheless, net debt is 
continuing to increase, reflecting the sharp decline in the state’s revenue base and the importance of delivering 
essential economic and social infrastructure, with a massive $51 billion invested in new infrastructure since the 
government came to office in 2008. These results highlight the need for the government to continue to manage 
spending to low levels. They also highlight the need for the government’s asset sales program, with asset sales 
the only viable option in the short to medium term to reduce debt levels. 

I commend the 2015–16 Annual Report on State Finances to the house. 
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