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6.	managing the state’s assets and liabilities
	The Government is establishing fiscal principles to help support the State’s balance sheet, and deliver essential services and infrastructure, while maintaining a strong credit rating.
This Budget takes a more prudent and responsible approach to managing the State’s assets and liabilities, considering more efficient approaches to certain State funds, including the NSW Generations Fund (NGF). Furthermore, the Government is slowing down the rapid growth in gross debt to help take pressure off the State’s interest expenses in the current economic and fiscal climate. 
Gross debt is projected to grow to $173.4 billion by June 2026, $14.8 billion lower than the previous projection in the 2023 Pre-election Budget Update. This is primarily driven by a temporary suspension of the contributions into the NGF and the restructuring of the Transport Asset Holding Entity (TAHE). 
Other factors supporting lower gross debt than previously forecast include an updated infrastructure plan and a focus on a return to an operating surplus (aided by the Comprehensive Expenditure Review). Net cash flows from operating activities are projected to return to surplus in 2023-24 and remain in surplus thereafter.
Net debt is projected to peak at 12.6 per cent of gross state product (GSP) by June 2027. It is estimated to be 12.5 per cent by June 2026, 1.5 per cent below the projection at the 2023 Pre-election Budget Update. 
The State’s total assets were $574.3 billion at June 2023 and are projected to grow to $653.6 billion by June 2027. This is one of the benefits of retaining the State’s assets for the people of New South Wales. 
Net worth was $326.1 billion at June 2023 and is projected to grow to $347.0 billion by June 2027. This is supported in part by the State’s growing asset base.


Stabilising the State’s debt position
By stabilising its infrastructure plan through initiatives such as the Strategic Infrastructure Review and by letting some of the revenue uplift flow through to the bottom line, this Budget takes the first step towards stabilising the State’s net debt below 14.0 per cent of GSP that was projected at the 2023 Pre-election Budget Update. 
The Strategic Infrastructure Review led by Ken Kanofski was tasked with identifying infrastructure projects and programs that should no longer proceed or should be delayed or de-scoped, to get the State’s infrastructure pipeline back on stable footing. 
The Government now projects the State’s infrastructure plan will be around 2 per cent of GSP from 2026-27 onwards down from its peak of 3.3 per cent in 2019-20. This will allow the Government to replace its existing asset base in line with depreciation while supporting investment that will help grow the broader economy. 
These measures contribute to the forecast for a gross debt of $186.7 billion by June 2027. This is also helping stabilise net debt to GSP around 12.6 per cent by June 2027.
General government sector net debt[footnoteRef:2], gross debt and financial assets [2:  	The estimates of net debt at June 2025 and beyond do not include planned cash receipts of $1.6 billion in 2024‑25 from the recycling of the investment for developing the Central West Orana transmission project. This is because the anticipated cash payment will form part of a larger service concession transaction which, in accordance with the budget policy for major asset transactions, will not be recognised until finalised.] 


Financial assets included in net debt
The State’s investment funds generate returns that can either be spent or reinvested to support policy aims. The investment funds also support the State’s fiscal position and, as financial assets, reduce the State’s net debt. It is essential to manage the State’s assets prudently and efficiently to ensure opportunities are maximised while risks are minimised. 
Financial assets included in the calculation of net debt were $58.0 billion at June 2023, which was $7.7 billion higher than projected at the 2023 Pre-election Budget Update. This is primarily driven by a higher cash balance for payments at June 2023. These assets also include the State’s investment funds and other financial assets.
The Government will temporarily suspend contributions to the NGF in 2023-24. Contributions are budgeted to recommence from 2024-25 to 2026-27, while the Government considers further policy decisions, with the NGF’s balance projected to grow from $16.0 billion at June 2023 to $39.2 billion by June 2027. The Government will also investigate how certain State funds could be more efficiently managed by TCorp to achieve better risk-adjusted returns. 
	Improving the management of the State’s investment funds
Over time, the State has set up various investment funds, each with their own specific legislated purpose. This includes funds such as the Treasury Managed Fund (TMF- the State’s self‑insurance fund), the NGF, and the NSW Infrastructure Future Fund (NIFF) among others. 
Following an inquiry by the NSW Parliament’s Standing Committee on State Development, the Government will temporarily suspend contributions in 2023-24 to the NGF, reducing the State’s gross debt by $7.7 billion. Contributions are budgeted to recommence from 2024-25 to 2026-27. During this time the Government will determine a more appropriate policy regarding contributions to, and debt retirement payments from, the NGF and also consider a more efficient approach to managing certain State funds, including the NGF. 
The NGF balance is now projected to be around $55.0 billion by June 2032, compared to the $94.3 billion projected in the 2022-23 Budget. This financially responsible approach to managing the NGF will significantly reduce the potential impact to the State’s finances from investing a larger balance in volatile financial markets. 
The 2023-24 Budget also includes an underlying budget result that excludes the NGF’s net investment returns to provide a more transparent picture of the State’s finances (see Chapter 3 Fiscal Strategy and Outlook, Box 3.1).
The Government will continue exploring options to manage the State’s financial assets prudently and efficiently. This will help ensure they remain fit-for-purpose to achieve the Government’s policy aims over the long term without creating undue risk for the State’s finances and broader balance sheet. 
The major investment funds are presented in Table 6.1. 
NSW investment funds returns to 30 June 2023
	Fund
	Inception Date
	Fund Balance 
$ billion(a)
	Investment 
Objective
%
	FY2022-23 Returns 
%
	Returns 
Since 
Inception(a)
%

	NSW Generations Fund 
	Nov-18
	16.0(b)
	CPI + 4.5(c)
	8.9
	6.4

	NSW Infrastructure Future Fund 
	Dec-16
	7.4
	CPI + 2.0
	4.8
	3.8

	Social and Affordable Housing Fund 
	Aug-17
	1.6
	CPI + 4.0
	9.2
	6.3

	Treasury Managed Fund 
	Mar-99
	14.9
	CPI + 3.5
	9.6
	6.7

	Snowy Hydro Legacy Fund 
	Dec-21
	1.6
	CPI+1.0
	6.0
	(2.5)

	Long Service Corporation Investment Fund 
	Nov-13
	2.2
	AWOTE(d)+1.0
	6.6
	6.2



1. To 30 June 2023.
1. This does not include cash set aside for debt retirement.
1. CPI: Consumer Price Index.
1. AWOTE: Average Weekly Ordinary Time Earnings (AWOTE), this reflects increases in wage inflation.

	



Financial assets at fair value are projected to grow to $69.6 billion by June 2027, supported by the growth in the State’s investment funds over the budget and forward estimates.
Other financial assets included in the calculation of net debt include cash and cash equivalents. Cash and cash equivalents totalled $6.3 billion at June 2023, $6.1 billion higher than projected in the 2023 Pre-election Budget Update. This high cash balance is to meet the cash payments in July 2023. Cash and cash equivalents will decrease to $263 million by June 2027 in line with the more efficient management of the State’s cash balance.[footnoteRef:3] [3: 	The Government has good access to multiple sources of liquidity, which has allowed it to target a lower general government cash balance than in previous budgets, without any material risk of a funding shortfall. This, in turn results in a lower borrowing requirement for the Budget year, consistent with the Government's objective of lowering the State's gross debt.] 



Financial liabilities included in net debt 
Financial liabilities included in the calculation of net debt were $132.9 billion at June 2023. These liabilities include borrowings (including leases), advances received[footnoteRef:4], and deposits held[footnoteRef:5]. [4:  	Advances Received are advances and loans made from the Australian Government in funding various approved projects. Advances are loans motivated by government policy rather than liquidity management purposes.]  [5:  	Deposits Held are cash and deposits held at banks and other financial institutions on behalf of entities and individuals external to the State.] 

Borrowings at amortised cost at June 2023 have increased by $3.4 billion since the 2023 Pre‑election Budget Update. This increase was primarily driven by a $5.0 billion increase in new borrowings in 2022-23 due to bringing forward funding required in the next financial year. This was one of a number of factors that has reduced the 2023-24 Crown’s forecast borrowings from $23.2 billion at the 2023 Pre-election Budget Update to $11.6 billion in this Budget.
Key balance sheet movements since the 2023 Pre-election Budget Update are shown in Table 6.2. 
Key balance sheet aggregates of the general government sector
	 
	June 2022
	June 2023
	June 2024
	June 2025
	June 2026
	June 2027

	
	Actual
	Est. Actual
	Budget
	Forward Estimates

	Total Assets ($m)
	510,549
	574,325
	584,618
	604,275
	632,355
	653,603

	Financial Assets ($m)
	193,513
	210,143
	203,046
	208,662
	225,149
	235,824

	Non-Financial Assets ($m)
	317,036
	364,183
	381,572
	395,613
	407,205
	417,779

	
	
	
	
	
	
	

	Total Liabilities ($m)
	223,828
	248,224
	264,011
	277,843
	293,818
	306,566

	
	
	
	
	
	
	

	Net Worth ($m)
	286,722
	326,101
	320,606
	326,432
	338,537
	347,037

	Net Worth as a per cent of GSP(a)
	41.1
	42.5
	40.4
	39.7
	39.4
	38.5

	
	
	
	
	
	
	

	Net Debt ($m)
	55,781
	74,873
	92,624
	100,974
	107,815
	113,571

	Net Debt as a per cent of GSP
	8.0
	9.8
	11.7
	12.3
	12.5
	12.6

	
	
	
	
	
	
	

	Gross Debt ($m)
	108,352
	132,914
	145,789
	159,510
	173,373
	186,688

	Gross Debt as a per cent of GSP
	15.5
	17.3
	18.4
	19.4
	20.2
	20.7


(a) Gross State Product (GSP) for New South Wales from June 2024 to June 2027 is forecast by NSW Treasury.



	Interest expense affordability and refinancing risk
Gross debt is expected to reach $186.7 billion by June 2027 and interest expense is estimated to be $7.0 billion in 2026-27.
Since January 2020, TCorp 10-year bond yields have ranged from a low of around 1.0 per cent (in November 2020) to approximately 4.7 per cent on 1 September 2023. This is primarily due to the rapid change in monetary policy with the RBA raising its cash rate 12 times since May 2022. The cash rate is currently at 4.1 per cent in September 2023.
The weighted average yield of the Crown debt portfolio rose from 2.1 per cent at 30 June 2022 to 2.9 per cent at 30 June 2023. This was driven by new borrowings and refinancing of existing debt at higher interest rates. The weighted average yield of the portfolio is forecast to continue rising over the forward estimates period. 
The Government’s interest expense as a percentage of revenue is estimated to be 5.3 per cent in 2025-26. This is below 6.1 per cent projected at the 2023 Pre-election Budget Update (see Chart 6.2). Nevertheless, interest expenses continue to place significant pressure on the Government’s operating position.
	Interest expense to revenue - 2023 Pre-election Budget Update vs 2023‑24 Budget







Net worth continues to grow 
General government sector net worth was $326.1 billion at June 2023, $47.5 billion higher than the projection in the 2023 Pre-election Budget Update. This is mostly driven by an upward revaluation of the State’s non-financial assets and a better-than-expected operating position in 2022-23. 
From June 2023 to June 2027, net worth is estimated to increase by $20.9 billion to $347.0 billion (see Chart 6.3). This increase is driven primarily by a forecast return to budget surpluses from 2024-25, an increase in the value of the equity investments in other public sector entities and the growth of the State’s non-financial assets. This is strengthened by the Government’s prudent management of its balance sheet, without privatisation of public assets. 


General government sector net worth to increase over the next four years

Financial assets included in net worth
[bookmark: _Hlk514688603]The State’s total financial assets were $210.1 billion at June 2023[footnoteRef:6], $21.6 billion higher than the projection in the 2023 Pre-election Budget Update. This is mainly driven by a $11.5 billion increase in equity investments in other public sector entities due to mostly asset revaluation.  [6:  	The general government’s investments in other public sector entities include the carrying amount of net assets of the Transport Asset Holding Entity (TAHE). The carrying amount of TAHE’s net assets, as at 30 June 2023, includes property, plant and equipment measured using an income approach in accordance with TPP21-09 Valuation of Physical Non-Current Assets at Fair Value and AASB 13 Fair Value Measurement. As a result of the Government’s ongoing review of TAHE’s future operating model, it is likely that there will be a change in the valuation approach from the income approach to current replacement cost (CRC) during 2023-24. A change in valuation approach to CRC is likely to lead to a materially higher fair value of TAHE’s property, plant and equipment that will be reflected in the future Budget estimates.] 

Financial assets are forecast to reach $235.8 billion by June 2027 (see Chart 6.4), driven by the growth in the State’s investment funds.
General government sector financial assets increasing over time




Non-financial assets included in net worth
The State’s non-financial assets were $364.2 billion at June 2023 ($29.0 billion higher than the 2023 Pre-election Budget Update due to upwards revaluations to land and buildings and infrastructure systems). Non-financial assets are estimated to grow to $417.8 billion by June 2027 (see Chart 6.5). This expected increase to June 2027 is primarily due to:
a projected increase in the State’s productive infrastructure systems of $38.4 billion from June 2023 to June 2027, driven by investment in public transport infrastructure
a projected increase in the value of land and buildings, of $16.2 billion from June 2023 to June 2027, driven by investment in transport, schools, and hospitals.
General government sector non-financial assets growing over time due to infrastructure investment and asset revaluation

Liabilities included in net worth
Total liabilities were $248.2 billion at June 2023 and are projected to increase to $306.6 billion by June 2027 (see Chart 6.6). This is predominately driven by the State’s increased borrowings to fund the investment in infrastructure. 
Liabilities to increase over the forward estimates 

Borrowings represent the largest liability category on the general government sector balance sheet. They are projected to increase over the forward estimates from $132.1 billion at June 2023 to $186.0 billion by June 2027. 


TCorp is the State’s central borrowing authority and seeks to mitigate financing risk through diversification of funding sources and funding types. This includes the issuance of Green and Sustainability bonds through the NSW Sustainability Bond Programme, lengthening the maturity profile and issuing different types of fixed interest instruments to appeal to a broader set of investors.
The second largest liability of the Government is its defined benefit superannuation liability[footnoteRef:7]. The liability was valued at $40.1 billion at June 2023 and is expected to decrease to $39.2 billion by June 2027. In this Budget, the Government has adopted a revised contribution profile, which is $1.7 billion higher over the four years to 2026-27 than the previous schedule. As a result, Treasury’s actuaries project that the Government is on track to fully fund its superannuation liabilities by 2040. [7:  	The superannuation liability can be measured using two Australian Accounting Standards Board (AASB): AASB119 Employee Benefits and AASB1056 Superannuation Entities. The superannuation liability reported on the State’s balance sheet is the unfunded component of the liability and is governed by AASB119. It should be noted that this Accounting Standard creates a larger and more volatile liability than under AASB1056 due to the use of a conservative valuation discount rate. AASB1056 is the basis used when assessing the Government’s funding position. The defined benefit superannuation liability has increased over the last year due to the high inflation experienced, given that pensions are linked to consumer price index (producing a net liability of $19.8 billion as of 30 June 2023 under this basis).] 

Employee provisions, including long service leave, are projected to increase over the forward estimates from $25.4 billion at June 2023 to $30.4 billion by June 2027. 
Managing the State’s cash flows 
The cash flow statement reports two fiscal measures, which are the net increase in cash held and cash surplus/(deficit). The net increase in cash held is the sum of net cash flows from all operating, investing, and financing activities. Cash surplus/(deficit) comprises net cash from operating activities, plus sales and less purchases of non-financial assets. 
This Budget projects a return to a net operating cash surplus in 2023-24, estimated to be $102 million. This indicates that the Government will not borrow to fund its operations. This cash operating surplus is projected to increase to $9.6 billion in 2025-26, which is $1.8 billion higher than the projection in the 2023 Pre-election Budget Update. This is primarily driven by more prudent management of revenues (e.g., coal royalties) by allowing some of the revenue uplift to flow through to the State’s bottom line, partially offset by the increase in Government’s contribution profile for the defined superannuation liability. 
As the State continues to invest in infrastructure such as the Sydney Metro projects, this results in net cash outflows from investments in non-financial assets. These are estimated to be a net cash outflow of $17.0 billion in 2023-24 and a total of $72.0 billion over the four years to 2026-27.
Net cash flows from investments in financial assets for policy purposes represents net cash flows from disposal or return of equity. This includes net equity injections into other public sector entities. In this Budget, this investment is estimated to be $170 million net cash outflows in 2023-24, compared to $2.3 billion net cash outflows projected in the 2023 
Pre-election Budget Update. Previously, payments to TAHE were included in net cash flows from investments in financial assets for policy purposes. These payments have been reclassified to cash payments from operating activities in line with the accounting standard.   
Net cash flows from investments in financial assets for liquidity purposes include the contributions into and withdrawal from the State’s investment funds, such as the NGF and NIFF. In 2023-24, payment for purchases of investments is $7.0 billion lower than projected in the 2023 Pre‑election Budget Update. This was led by the Government’s decision to temporarily suspend contributions into the NGF in 2023-24, with contributions budgeted from 2024-25 to 2026-27.

The general government sector cash deficit is estimated to be $43.3 billion over the four years to 2026-27. It reflects the Government’s investment in its infrastructure. This cash deficit has to be largely funded by new borrowings, which is the main driver of the increase in gross debt. The cash deficit has improved slightly since the 2023 Pre-election Budget Update. 
General government sector cash surplus/(deficits) 

Gross Debt	June 2023	June 2024	June 2025	June 2026	June 2027	-132914.31232971	-145788.76264521002	-159510.27365893	-173372.86772655998	-186687.69623151	Financial Assets	June 2023	June 2024	June 2025	June 2026	June 2027	58041.371984621386	53165.038935930002	58536.36398906001	65558.045098199989	73116.434819129994	Net Debt	June 2023	June 2024	June 2025	June 2026	June 2027	74872.940345088602	92623.723709280021	100973.90966986999	107814.82262835999	113571.26141238	

$ billion



Actual	2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	2025-26	2026-27	3.6920006652253451E-2	3.4073176274524657E-2	3.2219141876265851E-2	2.963827617667579E-2	2.7502271592930547E-2	2.2461324871082905E-2	2.2190925234217132E-2	2.5505252165366425E-2	2.4998578980276246E-2	2.4418761958139266E-2	3.9841643034985608E-2	2023 Pre-election Budget Update	2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	2025-26	2026-27	2.4418761958139266E-2	4.2304237126017059E-2	5.2653960889018379E-2	5.6129711244024931E-2	6.0654661218288011E-2	2023-24 Budget	2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	2025-26	2026-27	3.9843181590763034E-2	4.8952807744799591E-2	5.0295499879820731E-2	5.3144614742805976E-2	5.7395041884956623E-2	
Per cent of Revenue




Financial Assets	June 2023	June 2024	June 2025	June 2026	June 2027	210142.66180070999	203045.56012248903	208662.22584621	225149.49878491001	235824.12924192002	Non-Financial Assets	June 2023	June 2024	June 2025	June 2026	June 2027	364182.64856227697	381572.00911493	395613.23381106998	407205.24486715003	417779.11795461999	Liabilities	June 2023	June 2024	June 2025	June 2026	June 2027	-248224.14248564802	-264011.30953691801	-277843.290066146	-293817.72373258899	-306565.75329320697	Net Worth	June 2023	June 2024	June 2025	June 2026	June 2027	326101.167877339	320606.25970050099	326432.16959113395	338537.019919471	347037.49390333198	

$ billion



Equity Investments	June 2023	June 2024	June 2025	June 2026	June 2027	136239.67785546998	134721.961252329	134341.54618561	141195.43238129999	144370.64013758002	Financial Assets at Fair Value	June 2023	June 2024	June 2025	June 2026	June 2027	48383.028440189999	49392.57156086	54454.244812730001	61569.685362069999	69566.5887946	Receivables	June 2023	June 2024	June 2025	June 2026	June 2027	12160.543708711999	11691.23505454	12223.996476120001	14771.946469530001	14617.08830084	Cash and Cash Equivalents	June 2023	June 2024	June 2025	June 2026	June 2027	6344.4138359600202	244.31913924999898	262.28253636000602	271.06825643999997	263.21293067999699	Other Financial Assets	June 2023	June 2024	June 2025	June 2026	June 2027	7014.9979603779793	6995.4731155100162	7380.1558353900036	7341.3663155700197	7006.5990782199951	

$ billion



Infrastructure Systems	June 2023	June 2024	June 2025	June 2026	June 2027	204161.56939070998	216251.80333145999	225260.54761563	233985.00117747	242533.56239501	Land and Buildings	June 2023	June 2024	June 2025	June 2026	June 2027	130360.12019499	134858.17154412001	140070.37289707002	143789.61124890999	146527.62982682997	Plant and Equipment	June 2023	June 2024	June 2025	June 2026	June 2027	14894.491300950001	15096.5459276	14948.81315709	14640.262394290001	14060.954986979999	Intangibles	June 2023	June 2024	June 2025	June 2026	June 2027	5176.3372438699998	5471.7501608000002	5414.8724778000005	5133.6048680900003	4858.3785484399996	Other Non-Financial Assets	June 2023	June 2024	June 2025	June 2026	June 2027	9590.1304317569593	9893.7381509499974	9918.6276634800015	9656.7651783900219	9798.5921973600052	

$ billion



Borrowings	June 2023	June 2024	June 2025	June 2026	June 2027	132095.81968684	145016.46643129003	158787.18542200001	172689.95658194998	186045.53700005999	Superannuation Liabilities	June 2023	June 2024	June 2025	June 2026	June 2027	40804.228099300002	42686.006982057996	41630.6721551261	40460.609485189103	39182.968470697604	Employee Provisions	June 2023	June 2024	June 2025	June 2026	June 2027	25402.143771130002	27197.700795610002	28158.051682019999	29326.457125339999	30352.834434439999	Payables	June 2023	June 2024	June 2025	June 2026	June 2027	9955.5045816263191	9875.8227153099997	9999.8070153400004	10142.60932005	10159.215543819999	Other Liabilities	June 2023	June 2024	June 2025	June 2026	June 2027	39966.446346751676	39235.312612649985	39267.573791659903	41198.091220059898	40825.197844189359	

$ billion



Net cash from operating activities	2022-23	2023-24	2024-25	2025-26	2026-27	-419.60655588339699	102.04673751995901	9272.6103882502994	9644.0913047499416	9695.6932085697808	Net cash from investment in non-financial assets	2022-23	2023-24	2024-25	2025-26	2026-27	-21450.954716115601	-16949.883923900001	-18312.924252479999	-18738.915217919999	-18016.63438381	Cash surplus/deficit	2022-23	2023-24	2024-25	2025-26	2026-27	-21870.5612719989	-16847.837186379998	-9040.3138642296399	-9094.8239131700302	-8320.9411752401302	

$ billion
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