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Fiscal Forecasts – Finalisation Dates and Key Assumptions 

Finalisation Dates  
Economic outlook (refer Chapter 1) 3 April 
Tax revenue forecasts 10 April 
Fiscal forecasts 30 April  
Government decisions and circumstances 30 April 
Actual asset revaluations 28 February 
Foreign exchange rates 28 February 
Specific fiscal risks (refer Chapter 4) 30 April 
Contingent liabilities and commitments (refer Chapter 4) 31 March 

Key assumptions 

The fiscal forecasts have been prepared in accordance with the Fiscal Responsibility Act 
1994.  They are based on the Crown’s accounting policies and assumptions (refer page 104 
of the GAAP tables).  As with all assumptions, there is a degree of uncertainty surrounding 
them.  This uncertainty increases as the forecast horizon extends.  A summary of the key 
economic assumptions that are particularly relevant to the fiscal forecasts is provided below 
(on a June-year-end basis to align with the Crown’s balance date of 30 June): 

2002/03 2003/04 2004/05 2005/06 2006/07
June years DEFU BEFU BEFU BEFU BEFU BEFU

Real GDP (P) (ann avg % chg) 3.7 4.0 2.1 3.5 2.8 2.8

Nominal GDP (E) ($m) 127,674 128,389 134,034 141,021 147,911 154,906

CPI (annual avg %) 2.3 2.5 1.7 1.9 2.2 2.1

Govt 10-year bonds (qty avg %) 6.5 5.8 6.2 6.2 6.2 6.2

90-day bill rate (qty avg %) 6.0 5.7 5.3 6.0 6.0 6.0
Unemployment rate (HLFS basis 

ann avg %) 
5.4 5.2 5.5 5.6 5.3 5.2

Full-time equivalent employment 
(ann avg %) 

1.9 2.1 1.0 1.4 1.8 1.3

Current account (% of GDP) -3.9 -4.4 -5.1 -4.3 -4.3 -4.4

Source: The Treasury 

New Zealand Superannuation (NZS) Fund 

The required annual contribution to the NZS Fund for the year ending 30 June 2004 is 
$1.879 billion.  The contribution to the NZS Fund is calculated over a 40-year rolling horizon 
to ensure superannuation entitlements over the next 40 years could be met if the contribution 
rate were to be held constant at that level for 40 years. 

The Government has been building towards making the full capital contribution as calculated 
by the formula set out in the NZS Fund Act.  This transition period has prevented undue 
pressure being placed on the fiscal position while structural surpluses are raised to the 
required levels. 

$ Billion (June year end) 2002 2003 2004 2005 2006 2007 
Required contribution N/A N/A 1.879 2.114 2.299 2.433 
Intended contribution 600 1.200 1.879 2.114 2.299 2.433 

The underlying assumptions in calculating the contribution are the nominal GDP series to 
2047, the New Zealand Superannuation expense series to 2046, and the expected net after-
tax annual return of the NZS Fund (7.0%) (7.0% December Update).  The GDP and NZS 
expense series were projected using the assumptions stated on page 24 of the 2003 Fiscal 
Strategy Report. 
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Figure 2.1 – OBERAC comparison 
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Figure 2.2 – Debt comparison 
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Summary of Budget Update 
• The OBERAC (Operating Balance 

excluding revaluations and 
Accounting Policy Changes) is slightly 
higher than the December Update in 
the current year at $4.0 billion (3.1% 
of GDP) and similar to December 
Update forecasts in future years. 

• The operating balance is $1.4 billion 
in the current year, $2.6 billion lower 
than the OBERAC due to revaluations 
of the Government Superannuation 
Fund (GSF) unfunded liability ($1.5 
billion) and ACC outstanding claims liability ($0.9 billion) and other devaluations on 
investments ($0.3 billion).  

• The slight decrease in the OBERAC from 2002/03 to 2003/04 reflects the impact of 
easing macroeconomic conditions after the strong current year, coupled with some 
transfer of 2002/03 expenses to 2003/04 due to delays in implementing programmes. 

• Across the forecasts, the rising OBERAC/operating balance reflects core Crown 
revenue growth of around 4.7% per annum (mainly due to tax revenue growth and 
growth in NZS Fund earnings) that outpaces core Crown expense growth of around 
4.0% per annum. 

• The OBERAC trend coupled with the 
Government’s capital programme 
(NZS Fund contributions for example) 
results in a falling gross debt profile 
as a percentage of GDP.  Debt is 
forecast to fall from around 27% in 
2002/03 to 23% by 2006/07. 

• Gross sovereign-issued debt is 
slightly lower in nominal terms than 
the December Update across the 
forecast horizon due to the similar 
OBERAC and total capital spending 
track.  Debt remains relatively flat 
between $35 billion and $35½ billion.  

• Tables of the key indicators are located on pages 64 and 65. 
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Key Indicators 

OBERAC rises across the forecast horizon… 

The OBERAC is forecast at $4 billion (3.1% of GDP) in the current year, decreasing to 
$3.8 billion (2.8%) in 2003/04 and then steadily increasing to around $6 billion (4.0%) in 
2006/07. 

The strength of the current year OBERAC reflects the strength in economic growth during 
the past year, feeding through to tax revenues.  The forecast OBERAC for 2002/03 at the 
time of the 2002 Budget Update was $2.2 billion. 

… enabling the Government to continue to apply surplus cash to its investment 
programme… 

The core Crown operating balance sums to around $15.8 billion over the 2002/03 to 
2006/07 period, which generates cash for the core Crown of around $19.9 billion over the 
same period.   

As outlined in Table 3.1, this cash is invested primarily in NZS contributions of $9.9 billion, 
advances of $5.5 billion (mainly student loans and refinancing existing private sector debt 
of the health and housing sectors) and purchases of physical assets (schools, hospitals, 
defence equipment, for example).  There is a residual financing requirement of around 
$3.1 billion ($3.4 billion December Update), which is funded from surplus cash from 
2001/02 and 2002/03. 

Table 2.1 – Impact of core Crown operating surpluses on the balance sheet from 2002/03 
to 2006/07 

Source: The Treasury 

$ billion
Total Operating Balances 15.8
Add 
Depreciation 4.7
Less 
Retained NZS Fund returns (1.9)
Other 1.3
Operating cash flows 19.9
Invested in
SOE/CE net capital injections (1.8)
NZS Fund contributions (9.9)
Increase asset base (1.1)
Maintain existing asset base (4.7)
Advances (5.5)
Other -  
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Figure 2.3 – Gross sovereign-issued debt (% of 
GDP and $ million) 
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… while gross debt continues to fall 

Gross sovereign-issued debt is relatively 
flat at around $35 billion to $35½ billion.  
As a percentage of GDP, gross debt falls 
towards 23% by 2006/07. 

Gross debt is flat as cash surpluses and 
future cashflows from operations are 
able to finance all investment activity. As 
such no increase in nominal debt is 
required. 

The implications for the Government’s 
bond programme are: 

• no change has been made to the 
2002/03 bond programme which remains at $2.5 billion 

• the additional funding available from 2002/03 is expected to be partially offset by 
increases in other flows such as operating and investing activity, currency swaps 
financing foreign-currency reserves and possible further diversification of the 
Earthquake Commission's portfolio 

• the residual cash generated means the bond programme for 2003/04 has been set at 
$3.2 billion ($3.4 billion December Update) and is necessary to refinance maturing debt 
and fund other financing activity. 

The Difference Between the OBERAC and Operating Balance in 2002/03 

The 2002/03 operating balance is $1.4 billion, $2.6 billion lower than the OBERAC of 
$4.0 billion, due to revaluations of the Government’s long-term liabilities (GSF and ACC) and 
devaluations in the asset portfolios of EQC and GSF.  

The liabilities of GSF and ACC are calculated with reference to a discount rate, determined 
by reference to the market yield curve of interest rates.  The yield curve has fallen 
substantially from 30 June 2002, which results in increased liability values. 

• The GSF unfunded liability movement totals $1.5 billion, and is primarily due to changes 
in the discount rate from 30 June 2002 (change from a long term rate of 4.9% to 4.1% 
after tax rates).  Other factors include updated scheme data, and the impact of scheme 
experience through the year, including investment devaluations. 

• The ACC liability movement totals around $0.9 billion.  Around $0.48 billion of the 
movement is due to discount rate changes from 30 June 2002 (change from an average 
6.8% to 6.1%).  The rest of the change is due to changing underlying assumptions 
around exits from the scheme and the length of time claimants remain (especially within 
the Motor Vehicle account). 

Asset devaluations within GSF and EQC total around $0.43 billion and result from the 
deterioration of the global equity market values and appreciating New Zealand dollar. 
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Comparison with December Update forecasts 

OBERAC and operating balance 

Compared with the 2002 December Update, the OBERAC is stronger in 2002/03 by 
around $0.5 billion, reflecting the strength in tax revenue seen during the current financial 
year and the transfer of some expenses to the upcoming year due to delays in spending 
programmes, offset by higher forecast spending due to increases in tertiary enrolments 
within the education sector. 

From 2003/04 to 2006/07, the OBERAC/operating balance is similar to the December 
Update forecasts as revisions to the tax forecasts and finance costs (due to lower debt 
levels in 2002/03) are broadly sufficient to cover the total change in new operating 
spending.   

Table 2.2 – Operating balance reconciliation (explains changes to the operating balance 
since the December Update) 

Source: The Treasury 

Factors to note are: 

• Transport expenses which appear to have increased, but are offset by increased 
surplus within Transport Crown entities (and the surpluses are then applied to capital 
spending within Transport, so the changes overall do not impact gross debt. ie, it is a 
classification change between operating and capital spending.) 

• The Budget 2003 costs are higher than anticipated with an operating balance impact 
(reflected in the table above) mainly in expense changes showing an overall increase 
since the December Update. 

2002/03 2003/04 2004/05 2005/06 2006/07
($ million) Forecast Forecast Forecast Forecast Forecast

Operating balance 2002 December Update 2,505         3,837      4,516      5,181         5,925         
Changes (core Crown revenues and net SOEs/CEs)

Tax revenue forecasting changes 510 310 185 218 322
Sale of goods and services 37 75 60 76 68
Other revenue 10 74 55 94 107
Other change to SOEs and Crown entities 
(excluding ACC valuation change) 68 52 119 148 203

Valuation changes (GSF and ACC liability 
movements) (1,415) -  -  -  -  

Changes (core Crown expenses excl GSF 2002/03)
Welfare benefits (15) 25 12 (28) (6)
Education (264) (457) (566) (581) (643)
Health 36 (14) 73 (464) (435)
Transport (214) (87) (91) (113) (132)
Other core Crown expenses 95 (504) (386) (303) (336)
Finance costs 8 150 112 56 48
Change to future operating spending (allocated 
to baselines) -  300 385 1,005 1,060

Total core Crown expense change (354) (587) (461) (428) (444)
Total Changes (1,144)        (76)          (42)          108            256            
Operating balance  2003 Budget Update 1,361         3,761      4,474      5,289         6,181         
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The impact of the 2003 Budget package is fully illustrated in a separate Executive 
Summary document.  A reconciliation between Table 2.2 and the Executive Summary 
presentation is shown in Table 2.6 within the expenses section (refer page 63). 

Gross and net debt 

Gross sovereign-issued debt and foreign currency marketable securities and deposits 
have both reduced in value (net debt neutral) due to the appreciation of the New Zealand 
dollar since the December Update. This reduces both debt and financial assets by around 
$600 million (around 0.5% of GDP in 2002/03) over the forecast horizon. 

In addition, the improved cash position from 2001/02 and 2002/03 and delays in capital 
programmes and refinancing of Crown entity debt contribute to gross sovereign-issued 
debt being lower than the December Update in 2003/04. However, this reverses as the 
capital spending is “caught up” in later years, so that gross sovereign-issued debt is at 
similar levels to the December Update by 2006/07 (excluding the impact from a rising New 
Zealand dollar).  

Since the December Update, approximately $600 million of new capital spending has 
been approved by the Government (funded from the forecasts for new capital spending). 

Net debt follows the same trend as gross debt, being lower than the December Update in 
2003/04 before reversing to be at similar levels by 2006/07. 

Non-sovereign-guaranteed debt is $0.9 billion higher by 2006/07 compared with the 
December Update, reflecting growth in the state-owned enterprises’ purchases of physical 
assets this year and inclusion of additional future capital programmes. 

The combination of the appreciation in the New Zealand dollar reducing sovereign-issued 
debt and higher levels of non-sovereign-issued debt results in total gross debt similar to 
the December Update at $36 billion by 2006/07 (23.2% of GDP) 

Revenue and Expenses 
Table 2.3 – Revenue and expenses comparison with December Update 

Source: The Treasury  

Revenue and expenses 2002 2003 2004 2005 2006 2007
(% of GDP) Actual Forecast Forecast Forecast Forecast Forecast

Core Crown Revenue
Budget Update 32.3% 33.2% 33.2% 32.9% 33.0% 33.1%
December Update 33.1% 32.9% 32.9% 33.0% 33.0%

Total Crown Revenue
Budget Update 41.4% 43.5% 43.9% 43.7% 43.6% 43.5%
December Update 43.4% 43.4% 43.4% 43.3% 43.2%

Core Crown Expenses
Budget Update 30.7% 32.1% 31.1% 30.7% 30.4% 30.1%
December Update 31.4% 30.8% 30.5% 30.3% 30.0%

Total Crown Expenses
Budget Update 39.5% 42.4% 41.1% 40.5% 40.1% 39.5%
December Update 41.5% 40.6% 40.2% 39.8% 39.3%
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Figure 2.4 – Changes since December Update 
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Figure 2.5 – Nominal GDP comparison 
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Over the forecast period, the total Crown revenue-to-GDP ratio is reasonably stable, while 
the expense-to-GDP ratio is slowly declining. The increased level of total Crown revenue 
between 2001/02 and 2002/03 is mainly due to the inclusion of 12 months of operations of 
Air New Zealand (2001/02 included six months’ operations from 1 January 2002). 

The revenue-to-GDP trend of the total Crown is driven mainly from the trend in “core 
Crown” revenue forecasts which are discussed in more detail under tax revenue. 

The remaining growth is due to the nature of the SOEs (including Air New Zealand) and 
those Crown entities that generate their own revenue growing broadly in line with nominal 
GDP growth.  

Similarly, the change from the December Update is due primarily to core Crown revenue 
and expenses. In addition, within Crown entities there have been some increases to 
revenue and expenses largely as a result of growth in tertiary student numbers, and 
increased housing market rentals.  

Tax revenue 

Table 2.4 – Tax revenue  

Source: The Treasury  

At the December Update, tax revenue 
forecasts were revised up substantially 
as: 

• tax outturns were running well ahead 
of forecast 

• forecasts of nominal GDP were 
increased. 

With subsequent upward revisions to 
recent nominal GDP history, particularly 
in the year to June 2002, and tax 
revenue running ahead of the December 
Update tax forecasts, the tax forecasts 
have been increased again for this 
Budget Update. 

Forecast revisions are bigger at the 
beginning and the end of the forecast 
period than in the middle, reflecting a 
more prominent economic cycle than in 
the December Update forecasts. 

Tax revenue relative to GDP is forecast 
to reach a peak in 2002/03, with a 
gradual decline thereafter. This is 

Tax Revenue 2002 2003 2004 2005 2006 2007
($ million) Actual Forecast Forecast Forecast Forecast Forecast

Total Crown 36,215 39,390 40,651 42,373 44,313 46,217

(% GDP)
Total Crown 29.3% 30.7% 30.3% 30.0% 30.0% 29.8%



•  F ISCAL OUTLOOK •  

  B.2 & B.3   |   61 

similar to the tax-to-GDP pattern evident in the December Update forecasts. As 
mentioned in the December Update, these peaks in the tax-to-GDP ratio tend to flatten 
out as historical revisions are made to estimates of GDP.  

The major factors contributing to the 2002/03 spike in the tax-to-GDP ratio are: 

• source deductions adds about 0.4% to the 
ratio. The major economic driver of source 
deductions, the total wage bill, increases 
as a proportion of GDP. As this is a 
relatively highly taxed component of GDP 
compared with other components, this 
pushes up the tax-to-GDP ratio. There is 
also an element of “catch-up” in 2002/03 
as source deductions’ growth in 2001/02 
was slower than growth in the wage bill 

• GST adds about 0.2% as the main drivers 
of GST (private consumption, public 
consumption and residential investment) 
make up a bigger share of GDP than in 
2001/02 at the expense of other lower-taxed components of GDP (eg, business 
investment) 

• business taxes (company income tax and other persons tax) add about 0.2% with 
businesses, on average, enjoying strong profit growth and some large tax losses now 
having been exhausted. 

After 2002/03, tax revenue gradually declines as a percentage of GDP mainly because: 

• the total wage bill grows more slowly than GDP, which retards the growth of source 
deductions despite a small rise in the average effective tax rate, as the wage bill has a 
higher effective tax rate than other components of income GDP (eg, operating surplus) 

• a drop-off in residential investment slows the growth of the overall GST base 

• the growth rate of excise duties is expected to be flat especially since the ACC portion 
of the petroleum fuel excise will be classified as a levy rather than a tax from 
1 July 2003 onwards. Overall, this re-classification between tax revenue and other 
revenue is fiscally neutral. 

Inland Revenue’s tax forecasts 

In line with established practice, Inland Revenue has prepared an independent set of tax 
forecasts, based in the short term on more detailed analysis of taxpayer information, and 
in the longer term reflecting the same underlying macroeconomic trends that underpin the 
Treasury’s tax forecasts. 

The Inland Revenue forecast of tax revenue for 2002/03 is about $240 million higher than 
the Treasury forecast, mainly as a result of differing views on company income tax. This is 
a larger gap than has been the case in recent forecast updates. While $240 million may 
be large in the context of the operating balance, it represents just 0.6% of the total tax 
revenue forecast for 2002/03 of around $40 billion. 

Figure 2.6 – Tax revenue vs nominal GDP(E) 

 

Source: The Treasury 
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Figure 2.7 – Expenses ($ and % of GDP) 
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From 2003/04 onwards, the forecasts are somewhat closer to each other, with the 
difference between the two sets of forecasts being no more than $180 million in any one 
year. The Treasury forecasts are higher in 2003/04 and 2004/05 and lower thereafter. 

The comparison of Inland Revenue forecasts with Treasury forecasts can be found at 
www.treasury.govt.nz/forecasts/befu2003.  

Expenses 
Table 2.5 – Total expenses indicators 

 Source: The Treasury 

Expenses as a percentage of nominal GDP decrease over the forecast horizon 

Total Crown expenses decrease as a 
percentage of GDP from 42.4% in 2002/03 
to 39.5% in 2006/07. 

Within this the core Crown operating 
expenses decrease from 32.1% to 30.1%.  

Over the same period, nominal total Crown 
expenses increase on average by around 
3.6% per year.  

Core Crown expenses (excluding GSF 
valuation movements) increase on average 
by around 4% per year.  

Within these expenses: 

• government services (primarily health, education and future new operating spending) 
are expected to grow at 4.7% 

• social welfare benefits grow at around 3.5% reflecting indexation and growth in 
beneficiary numbers 

• finance costs remain constant due to flat debt levels.   

Nominally, core Crown expenses increase around $5.4 billion between 2002/03 and 
2006/07. Removing the GSF liability movements from 2002/03, expenses increase by 
$6.6 billion over the same period. The major drivers of these expense increases include: 

• demand-driven factors including an increase in beneficiary numbers and the indexation 
of benefits ($2 billion), health demographics ($0.4 billion) and education roll growth 

• the ongoing impact of the forecast new spending for Budget 2003 of $1.3 billion (GST 
exclusive)  

Expenses 2002 2003 2004 2005 2006 2007
($ million) Actual Forecast Forecast Forecast Forecast Forecast
Core Crown 37,970 41,234 41,738 43,292 45,031 46,594
Total Crown 48,834 54,486 55,037 57,153 59,241 61,189

(% of GDP)
Core Crown 30.7% 32.1% 31.1% 30.7% 30.4% 30.1%
Total Crown 39.5% 42.4% 41.1% 40.5% 40.1% 39.5%
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• forecast new spending for future Budgets of $2.8 billion (GST exclusive)1 from 2004/05 
to 2006/072 which will also cover future demographic changes in health and education 
to those mentioned above.  

Budget 2003 
Details of the 2003 Budget are documented in a separate Executive Summary released 
with other Budget documentation.  In summary, Budget 2003 commits new operating 
resources of around $1.6 billion for 2003/04, with an ongoing impact of around $1.5 billion.  
It also commits $613 million in capital spending from the $2 billion forecast. 

The 2003 Budget has resulted in higher operating spending than the $1.1 billion 
anticipated in the 2003 Budget Policy Statement.  The additional costs result from 
demographic and demand driven factors in education and health and some extra 
spending on new initiatives.   

The following table shows how the impact of Budget 2003 fits within the overall changes 
to the operating balance since the December Update forecasts. 

Table 2.6 – Reconciliation of Operating Balance and the impact of Budget 2003 

 
The operating balance impact of the 2003 Budget is broadly offset by increases in tax 
forecasts, decrease in finance costs and other changes not part of the Budget package. 

                                                 
1 The GST-inclusive amounts for forecast new operating spending are $1.05 billion per year for 2004/05 to 

2006/07. Refer Note 8 of the forecasts on page 125. 
2 $1.1 billion of this amount has already been allocated to Health and Education baselines as part of the 

2002 and 2003 Budgets for the rollout of the Health funding package until 2005/06, the removal of asset 
testing for 2005/06 and 2006/07 and the extension of the tertiary fee stabilisation policy in all years. 

2002/03 2003/04 2004/05 2005/06 2006/07
($ million) Forecast Forecast Forecast Forecast Forecast
Operating balance - December Update 2,505 3,837 4,516 5,181 5,925

Operating impact of 2003 Budget (per 
Executive Summary) (312) (607) (507) (394) (401)

Other changes

Tax forecasts 510 310 185 218 322
Investment income 17 41 45 84 95
Benefit movements (15) 25 12 (28) (6)
GSF and ACC movement (1,415) -  -  -  -  
Finance costs 8 150 112 56 48
Other SOE/CE changes 38 (9) 53 79 138
Other changes 25 14 58 93 60

Total changes (1,144) (76) (42) 108 256

Operating balance - Budget Update 1,361 3,761 4,474 5,289 6,181
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Table 2.7 – 2003 Budget Update fiscal indicators 

 Source: The Treasury  

Fiscal Indicators 2002 2003 2004 2005 2006 2007
($ million) Actual Forecast Forecast Forecast Forecast Forecast

Revenue
Total revenue 51,225 55,847 58,798 61,627 64,530 67,370
Total core Crown revenue 39,911 42,612 44,469 46,449 48,842 51,270

Expenses
Total expenses 48,834 54,486 55,037 57,153 59,241 61,189
Total core Crown expenses 37,970 41,234 41,738 43,292 45,031 46,594

Operating balance - Core Crown 1,941 1,378 2,731 3,157 3,811 4,676
Operating balance - Crown entities 338 (531) 705 853 936 1,013
Operating balance - SOEs 513 720 623 723 825 904
Dividend elimination (401) (206) (298) (259) (283) (412)
Total operating balance 2,391 1,361 3,761 4,474 5,289 6,181

OBERAC 2,751 4,041 3,761 4,474 5,289 6,181

Debt Indicators
Gross sovereign-issued debt 36,202 35,015 34,459 35,066 35,515 35,559
Total Crown debt 36,747 37,886 36,564 37,181 37,053 36,008
Net core Crown debt 17,771 17,922 18,435 18,352 17,822 16,629

Net worth 18,726 20,197 23,958 28,432 33,721 39,902

Domestic bond programme 3,721 2,531 3,234 3,471 3,028 2,775

Nominal GDP 123,629 128,389 134,034 141,021 147,911 154,906

Fiscal Indicators as a % of GDP
Revenue
Total Crown revenue 41.4% 43.5% 43.9% 43.7% 43.6% 43.5%
Total core Crown revenue 32.3% 33.2% 33.2% 32.9% 33.0% 33.1%

Expenses
Total Crown expenses 39.5% 42.4% 41.1% 40.5% 40.1% 39.5%
Total core Crown expenses 30.7% 32.1% 31.1% 30.7% 30.4% 30.1%

Operating balance 1.9% 1.1% 2.8% 3.2% 3.6% 4.0%
OBERAC 2.2% 3.1% 2.8% 3.2% 3.6% 4.0%

Debt Indicators
Gross sovereign-issued debt 29.3% 27.3% 25.7% 24.9% 24.0% 23.0%
Total Crown debt 29.7% 29.5% 27.3% 26.4% 25.1% 23.2%

Net core Crown debt 14.4% 14.0% 13.8% 13.0% 12.0% 10.7%
Net core Crown debt plus assets of NZS Fund 13.9% 12.5% 10.8% 8.5% 5.8% 2.7%

Net worth 15.1% 15.7% 17.9% 20.2% 22.8% 25.8%

New Zealand Superannuation Fund
Fund asset returns (after tax) 15 69 187 347 525 726
Fund assets (year end) 615 1,884 3,950 6,411 9,235 12,394
% of GDP 0.5% 1.5% 2.9% 4.5% 6.2% 8.0%
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Table 2.8 – 2002 December Update fiscal indicators 

 Source: The Treasury  

Fiscal Indicators 2002 2003 2004 2005 2006 2007
($ million) Actual Forecast Forecast Forecast Forecast Forecast

Revenue
Total revenue 51,225 55,461 58,042 60,973 63,756 66,411
Total core Crown revenue 39,911 42,244 44,006 46,233 48,533 50,780

Expenses
Total expenses 48,834 52,956 54,205  58,575 60,486
Total core Crown expenses 37,970 40,112 41,151 42,831 44,603 46,150

Operating balance - Core Crown 1,941 2,132 2,855 3,402 3,930 4,630
Operating balance - Crown entities 338 (45) 638 710 801 840
Operating balance - SOEs 513 611 638 747 812 874
Dividend elimination (401) (193) (294) (343) (362) (419)
Total operating balance 2,391 2,505 3,837 4,516 5,181 5,925

OBERAC 2,751 3,521 3,837 4,516 5,181 5,925

Debt Indicators
Gross sovereign-issued debt 36,202 35,522 35,923 35,860 36,069 36,196
Total Crown debt 36,747 38,070 37,420 37,336 36,969 35,888
Net core Crown debt 17,771 18,582 19,058 18,620 17,854 16,853

Net worth 18,726 21,231 25,068 29,584 34,765 40,690

Domestic bond programme 3,721 2,517 3,382 3,207 2,539 2,857

Nominal GDP 122,271 127,674 133,669 140,378 147,169 153,883

Fiscal Indicators as a % of GDP
Revenue
Total Crown revenue 41.9% 43.4% 43.4% 43.4% 43.3% 43.2%
Total core Crown revenue 32.6% 33.1% 32.9% 32.9% 33.0% 33.0%

Expenses
Total Crown expenses 39.9% 41.5% 40.6% 40.2% 39.8% 39.3%
Total core Crown expenses 31.1% 31.4% 30.8% 30.5% 30.3% 30.0%

Operating balance 2.0% 2.0% 2.9% 3.2% 3.5% 3.9%
OBERAC 2.2% 2.8% 2.9% 3.2% 3.5% 3.9%

Debt Indicators
Gross sovereign-issued debt 29.6% 27.8% 26.9% 25.5% 24.5% 23.5%
Total Crown debt 30.1% 29.8% 28.0% 26.6% 25.1% 23.3%

Net core Crown debt 14.5% 14.6% 14.3% 13.3% 12.1% 11.0%
Net core Crown debt plus assets of NZS Fund 14.0% 13.1% 11.4% 8.7% 5.9% 2.9%

Net worth 15.3% 16.6% 18.8% 21.1% 23.6% 26.4%

New Zealand Superannuation Fund
Fund asset returns (after tax) 15 69 193 343 522 724
Fund assets (year end) 615 1,884 3,877 6,366 9,198 12,371
% of GDP 0.5% 1.5% 2.9% 4.5% 6.2% 8.0%
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Risks to Forecasts 
The forecasts were finalised on 30 April 2003 in accordance with the forecast accounting 
policies. Specific fiscal risks disclosed in Chapter Four cover specific policy decisions that 
are under active consideration by the Government at the time of the finalisation of the 
forecasts. These financial forecasts are based on the economic forecasts presented in 
Chapter One and any variation from the economic forecasts will impact on the financial 
forecasts, in particular tax revenue and benefit expenses.  

In addition to the specific fiscal risks and the link to the economic forecasts, there are a 
number of forecasting issues that may impact on the future results. 

Revenue forecasts 

The pattern of the tax-to-GDP ratio represents probably the biggest risk to the tax 
forecasts. We have taken the view that the current spike in the tax-to-GDP ratio is 
temporary; ie, there has been no permanent, structural change in total tax revenue. If this 
judgment should turn out to be incorrect, then it is possible that the ratio will not decline 
through the outyears, meaning that the forecasts would be too low.  

In addition, Inland Revenue has received funding as part of the 2003 Budget for 
implementing new measures to enhance revenue capability, which may have an impact 
on the forecasts.  

State-owned enterprises forecasts 

The forecast financial information included in these forecasts for large state-owned 
enterprises was provided in March 2003 and is based on their best assessments of their 
forecasts.  They are still in the process of finalising their individual Statements of Intent 
and their forecasts may alter.   

In addition, as a result of recent developments within the electricity market, the relevant 
SOEs have advised that their forecasts may alter, but the situation is too unclear to be 
definitive.  There is the potential for the forecasts incorporated in this update to alter. 

Revaluation of physical assets 

Revaluations which were completed by 28 February 2003 are included in the forecast 
financial statements. With the introduction of FRS 3: Accounting for Property Plant and 
Equipment, all entities are updating their valuations.  A number of these occurred last year 
and resulted in substantial increases in asset values and net worth.  Revaluation 
exercises currently underway in some departments and district health boards for example 
are due for completion for inclusion in the 30 June 2003 Crown financial statements. The 
impact of these revaluations is likely to increase the net worth forecast in these 
statements. The funding of the depreciation impacts of these revaluations could lead to 
specific fiscal risks or changes to forecasts if funded in future updates. 

In addition, an asset valuation issue was noted within the 30 June 2002 Crown financial 
statements regarding fences that border the conversation estate. This issue is due to be 
resolved by 30 June 2003, which will impact the net worth forecast in these statements. 


