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APPROPRIATION (CONSOLIDATED ACCOUNT) RECURRENT 2012–13 BILL 2012 
APPROPRIATION (CONSOLIDATED ACCOUNT) CAPITAL 2012–13 BILL 2012 

Second Reading — Cognate Debate 
Resumed from 22 May. 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [12.25 pm]: To quote a well-known Liberal 
powerbroker, this is a mean and tricky budget from a mean and tricky government. It is a budget that was meant 
to assist families, but that once again took the financial sledgehammer to them. It is a budget that promised to 
help fund the future, but that instead mortgages the future. It is a budget that was sold on vision, but whose 
vision for our metropolitan area extends no further than the borders of the CBD. The last budget of this term of 
government proves that this government cannot be trusted to deliver on its election promises. There is no rail line 
to Ellenbrook, no south west gas pipeline, no school-based police officers and no Roe Highway stage 8. There is 
a failure to deliver the $250 million in tax cuts in this term of government and the $900 million in tax cuts 
recommended by the Economic Audit Committee. The two projects that this government promised would secure 
our economic future have stalled. The Oakajee and Browse projects have moved gradually over nearly four 
years. Both have something in common: Premier Barnett. We have to hand it to this Premier, it will be the 
second time he has failed to get Oakajee off the ground. We have a Premier who believes that he knows more 
about the gas business than gas companies, who believes he knows more about building ports than major 
infrastructure companies and who believes he knows more about the energy sector than energy companies. This 
arrogant approach to government has to stop. 

I turn to a key issue confronting Western Australian families—the cost of living. This budget continues the 
government’s assault on the hip pockets of Western Australian families and pensioners. In this budget, the 
average household will be paying $163 a year extra for their household charges. Compared with 2008, 
households are now paying an extra $1 100. Electricity prices have continued their upward trajectory. In 2008 a 
household using 5 801 kilowatts of power was paying $902. From July, the same household using that amount of 
power will be paying $1 415; that is an increase of 62 per cent. The government had a choice to make these 
savage increases or to make modest increases over a longer period. It chose the former. The disaggregation of 
Western Power did not cause these massive price rises, the Barnett government did. Disaggregation allowed for 
more generators and a greater generation capacity into the marketplace. The government’s push to re-merge 
Synergy and Verve Energy is not only wrong, it is reckless. It is creating great uncertainty in the marketplace. 
Electricity prices are not the only severe utility price increases being experienced by Western Australian 
households. Water prices have increased by over 40 per cent over the past four years and gas prices have 
increased by 57 per cent. Today, Western Australians are paying over $1 100 more in household fees and 
charges compared to 2008 and importantly, this government is planning to hit households again and again in 
coming years. The budget is predicated on significant increases in electricity prices over the three years after the 
budget. The government is planning further increases of five per cent, 10 per cent and 10 per cent.  

I now turn to the government’s definition of generosity—the new cost-of-living assistance payment. This 
payment will see the $146 supply charge rebate replaced with a $200 COLA payment—an increase of $53. An 
eligible family with two children receives a net benefit of $63 from the new arrangements. When we compare an 
increase of $63 with this year’s increase of $163, it means that all those households receiving this payment will 
be $100 worse off. This ignores the $1 000 increase in household charges that has occurred since 2008. The 
government tried to sell this as a generous payment. Generous it is not, and Western Australians know it. Not 
only is the payment small compared with the massive increases under the Barnett government, but also it is 
significantly funded by scrapping the hardship efficiency program. This scheme was targeted at low-income 
households to help them become self-sufficient. Families who participated in this scheme helped save hundreds 
of dollars in their energy bills. That scheme has gone. 
The government has also undertaken a range of other increases in charges across government. In 2008 the 
government was collecting $1.4 billion in receipts from goods and services. In 2012–13 this amount will 
increase to $1.9 billion—an increase of 38 per cent. Revenue from public corporations increased from 
$880 million in 2007–08 to $1.267 billion in 2012–13—an increase of 44 per cent. We have seen massive 
increases in not only household charges, but also a range of other government charges. 

I will now turn to the budget aggregates. This budget delivers a surplus of $190 million—a small surplus 
compared with recent outcomes. Interestingly, a change in accounting treatment saw a $170 million expense 
removed from the general government sector. This has seen the removal of a total of $170 million in 2012–13 
and another $589 million out of the future years—a significant variation not included in the budget speech. 
Without this accounting treatment, the operating surplus would be $26 million in 2012–13, and although the 
surplus is very thin, debt is climbing to $18.6 billion in 2012–13 from $3.4 billion in 2008. That is an increase of 
$15.2 billion from 2008, or 450 per cent, and we know that revenue is not to blame for the state’s finances. Since 
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2008, revenue has grown by $6.1 billion to reach $25.5 billion. Mining royalties in 2012–13 are estimated to be 
$4.9 billion—an increase of $3.2 billion. Payroll tax in 2012–13 is estimated to be $3.4 billion—an increase of 
$1.5 billion since 2008. So, from the government’s own sources, it has experienced enormous revenue growth. 

We have heard a lot about the goods and services tax issue. WA Labor supports the push for a better GST deal. 
We started this campaign when we were in government. Of course it was Labor that warned against signing the 
deal in 1999 because we knew it would be bad news for Western Australia, but the Court–Barnett government 
signed that shocking deal and we are paying the consequences. 

Mr C.J. Barnett interjected. 

The SPEAKER: Thank you, members!  

Mr M. McGOWAN: It was a shocking deal for which the signatories should be deeply ashamed. This bad deal 
on the GST, however, cannot be used as a smokescreen for bad financial management. The GST represents a 
small proportion of our total revenue base. Bad decisions have been made, costing taxpayers money. I refer to 
the feed-in tariff scheme, which saw the government sit by and watch a massive blow-out in costs—a 
$400 million loss to the state. We saw the ideologically driven outsourcing of Homeswest maintenance, costing 
money and leading to bad outcomes. No spending control and no budget strategy has led us to where we are 
today. 

I will now refer to our core services. The health budget contains the continuation of the capital works program 
begun under the Labor government. We are, however, disappointed that this government has decided for purely 
ideological reasons to privatise the new Midland hospital and significant parts of Fiona Stanley Hospital. The 
efficiency dividend has seen $714 million cut from the budget and forward estimates. Whether this is 
sustainable, time will tell given the enormous growth in demand in the health sector. Already we have seen 
elective surgery wait lists grow to almost 17 000, with an estimated 24 000 still waiting to get on the wait list, 
and waiting times have begun to increase as the health system struggles to meet the growth in demand. There 
have also been cuts to health infrastructure, with $229 million in capital expenditure either cancelled or delayed. 
The Barnett government has delayed the redevelopment of Royal Perth Hospital and has announced delays to the 
redevelopment of the new Princess Margaret Hospital for Children, Karratha hospital, Armadale–Kelmscott 
Memorial Hospital, Osborne Park Hospital, Graylands Hospital, Midland hospital and Sir Charles Gairdner 
Hospital. 

The Barnett government’s announcement of $317 million in cuts to the education budget over the next four years 
stands in stark contrast to the Premier’s future focus rhetoric. How can our children succeed in the future when 
the Barnett government is slashing the budget of the Department of Education today? The government has 
announced the shift of year 7s to high school in 2015 but has failed to provide a detailed plan for an orderly 
move. Only 29 of the state’s 92 high schools are named to receive additional infrastructure to meet the needs of 
year 7s in 2015. The budget offers little hope that the government is prepared to deal with a potential shortfall of 
2 500 teachers in 2015. Funding is provided for only 525 year 7 primary school teachers to retrain for high 
school—one in each primary school—despite there being well in excess of 730 year 7 teachers in the system 
today. 
One of the key issues facing many Western Australians is housing affordability. In every electorate across the 
state we hear countless stories of young people unable to afford to buy their own home. In some suburbs, median 
rents for these families have increased nearly $400 a week compared with 12 months ago. People are resorting to 
living in tents thanks to the government’s lack of action on housing affordability. For many Western Australians 
already in public housing, the government’s ideologically driven neglect of this portfolio is known only too well. 
The bad decision to privatise housing maintenance has already proved to be an abject failure. The head 
contractor model is in disarray, with little or no oversight and glaring audit and accountability breaches, all of 
which have not been helped by a minister who is happy to see millions of dollars of taxpayers’ money wasted on 
his failed experiment. Whilst those in housing have to endure terrible maintenance standards thanks to the 
government, those without housing have to endure many years on the wait list for a home while homes are 
vacant awaiting repair. We also continue to have enormous demand for public housing, with many struggling 
families on the wait list for years. Currently more than 51 000 people are on the Homeswest wait list in Western 
Australia. This budget forgets these Western Australians. 

From a planning perspective, the government continues to spend up big—on the Perth Waterfront project as well 
as the Riverside project in East Perth. In the next four years, more than $430 million will be spent on these two 
CBD projects alone, with no guarantee of take-up by the private sector. In fact, the budget papers state in respect 
of the Riverside project that current market conditions have resulted in delayed time frames for private sector 
development. This means the government is pouring money into a development that the private sector is not 
investing in. 
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Law and order remains a key issue for the community. We believe in a permanent police presence in our 
communities. The community experience with a police officer has to be more than just watching them drive past 
in a police car. Real police in the community establishing relationships, building local intelligence and acting to 
prevent crime—that is what we believe in. That is why we took up the pending removal of police officers from 
our police and community youth centres. We are glad the government finally agreed with us. We oppose the 
closure of suburban police stations and believe we need more police in our suburbs. 

I want to touch on the efficiency dividend and its application to agencies such as the Department for Child 
Protection and the Disability Services Commission. Significant cuts are being made to these agencies’ budgets. 
There is $56 million cut from the Department for Child Protection budget over the forward estimates. When we 
claimed in this place that there would be $25 million in cuts, the Treasurer said we were wrong. We were. The 
cuts have been double that amount. 

This budget has seen delays to, and deferrals of, a number of projects throughout regional Western Australia. In 
transport, we have seen the delay of a number of road projects in the regions. Projects such as the Donnybrook to 
Greenbushes road and the Marble Bar road have been delayed; the Karratha hospital has been delayed; and 
across the royalties for regions program there are numerous delays to, and deferrals of, other projects. Road 
spending in regional Western Australia is at an all-time low. 
I now want to turn to some important areas of our economy. This government has reduced science and the role of 
innovation in this state to an unimportant sideshow to the resources sector. We are in a privileged position to use 
our natural resources to drive innovation in Western Australia, leveraging today’s benefits to provide our 
children with new opportunities and a positive future. This is a government that has been criticised by not only 
Labor, but also the science community for its lack of vision or strategic approach in the science and innovation 
sectors. The government simply does not understand the importance of our science community, the work it does 
and the benefits it brings. In the first years of this term, the government slashed and burned the science and 
innovation budget. Labor will provide a strategic approach to science. We will engage universities, industry, 
businesses and research organisations to identify priority areas. We will collaborate with the science and 
innovation sector in an effort to build future capacity in priority areas, which include resources, biotechnology, 
information and communication technology, and medical, marine and agricultural research. Labor will review 
government barriers that hinder innovation and reposition science and innovation as a key element in future-
proofing Western Australia’s economy, whilst continuing to protect Western Australian jobs. 

In relation to tourism, can I say how disappointed I was to hear the Treasurer’s description of Western Australia 
as a tourism destination. To actually say, “Some people may be content to tell arrivals from Asia or Europe to 
visit Kings Park and take a photo of London Court”, is an insult to our great state, its natural beauty and our 
magnificent tourism and hospitality industries. Our city’s tourism industry is fantastic, and our hospitality 
industry, in a response to Labor’s liquor reforms, is vibrant and exciting. Our government should be supporting 
other industries such as science and innovation, and tourism. We need to widen our economic base so we are not 
so dependent on the resources sector. Instead of planning for the bust, we should be investing to continue our 
economic growth and success. A failure to invest in other industries limits our economic base, robbing our 
children of an economy that can withstand changes in the mining sector in future years. 
I now turn to the future fund. Labor believes that we need to provide for future generations beyond the current 
mining surge. We support the idea of a future fund, but we do not support the timing. 

Mr C.J. Barnett interjected. 

Mr M. McGOWAN: The creation of this future fund now is full of contradictions. 

Dr M.D. Nahan interjected. 

The SPEAKER: Thank you, members. 

Mr M. McGOWAN: The royalties being used to fund the future fund have already been redistributed through 
the GST process, according to the Treasurer; we are not in a boom and have experienced sluggish revenue 
growth, according to the Premier; the GST cuts mean that we do not have enough money to fund even basic 
services, said the Premier just eight weeks ago. He claimed — 

“We are at the bottom of the barrel—there is nothing easy … in Western Australia any more—it’s got 
down to cutting services to the public …  

And the most important contradiction of all is creating this fund whilst at the same time increasing debt by 
billions of dollars. By way of contrast, in 2016, the future fund will be creating $55 million in net interest. In the 
same year, taxpayers will be paying $1.15 billion in net interest costs. That is the equivalent of one new sports 
stadium a year used for debt repayments. Even in the peak of the future fund interest-generating capacity, the 
return to taxpayers will be generating $230 million, or, in today’s dollars, $130 million. That means that we will 
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deprive ourselves of large important infrastructure for the future in order to provide a revenue stream in 20 years 
that is, in today’s terms, 0.5 per cent of the total budget. It is difficult to understand the logic of creating a tiny 
savings account when the government is increasing its borrowings by billions of dollars each year. A future fund 
should be a priority when debt levels are low and when there is adequate social and economic infrastructure in 
the community. That makes sense. 
Mr C.J. Barnett interjected. 

The SPEAKER: Step back, Leader of the Opposition. The Treasurer was heard in what I would describe as 
relative silence. There were some interjections that I accepted, and to this point I have accepted interjections on 
the Leader of the Opposition. But I ask, members, that you pay the same respect that you paid to the Treasurer. 
I am prepared to call people, as I did on that occasion. I do not want to. 
Mr M. McGOWAN: Thank you, Mr Speaker. 

That makes sense. It does not make sense when the suburbs and regions are crying out for more infrastructure. 
I believe the priority for today is to fund infrastructure in our regions and suburbs. Western Australia is facing 
severe infrastructure demands. We are experiencing a population boom. We have 1 000 people coming to our 
state every week. This is creating enormous cost-of-living and congestion pressures on Western Australian 
families and pensioners. Rents are ever increasing, and families are finding it harder to find a roof over their 
heads. We have the situation of working parents not being able to find a home to live in. That situation is 
extreme in the north of the state.  

The congestion on our public transport system and our roads is getting worse. Our train carriages are full and our 
roads are getting more and more congested. This congestion is not limited to the CBD; it extends to the middle 
and ever-growing outer suburbs. This congestion is making life harder and more expensive for families. I am 
sure most families would like to have only one car and save thousands of dollars per annum, but without the 
public transport infrastructure in our suburbs, many families just cannot do without a second car.  

Our regional roads are coming under increasing pressure. The government has put road funding at the bottom of 
its priority list. The Minister for Regional Development does not seem to believe in road funding. Labor believes 
we need more regional road funding. The government has done nothing in this term to ensure our transport keeps 
up with our population growth. Despite all its plans, glossy documents and media comment, this government is 
not making the investment in public transport in the suburbs. Despite the government taking two years to 
develop and release its public transport master plan, this budget sees no substantial investment in any elements 
of that plan. The Minister for Transport has produced in this term of government more metres of graphs and 
props than he has rail lines! Labor invested heavily in public transport. We built the Perth–Mandurah rail line 
and doubled the network and the rolling stock in cash. Major infrastructure for current and future generations 
was all paid for up-front.  

Labor invested in regional roads. We built roads such as the Forrest Highway, a highway that will serve 
generations to come. That is a future fund. Infrastructure serves not only this generation, but also future 
generations. If the government does not invest in public transport now, we will have to spend billions of dollars 
in the future to retrofit our cities and suburbs. We all know that the cost of infrastructure goes up by more than 
CPI each year. If we do not build the roads in the regions now, it will cost more to do so in the future. We will be 
forever playing catch-up. Any returns from a future fund will go to pay for the mistakes of the past. We have a 
duty to future generations to ensure our transport system keeps up with population growth.  
I am announcing today that Labor is putting forward its alternative to the future fund. We propose that the 
funding earmarked for this fund should go to roads in the regions, public transport in the suburbs and science and 
technology projects in conjunction with our universities and research institutions. This means important roads 
will be fixed, lives saved and economic benefits accrued in country areas. This means an investment in public 
transport, more carriages, more car parks at railway stations and more stations. It means diversifying the 
economy now so our focus is on not only planning for the downturn, but also investing in our future.  

As we have said, Labor’s vision for the future extends beyond the CBD; it goes to the suburbs and towns of 
Western Australia. This government has become obsessed with its city-centric projects. Weekend after weekend 
we are shown new computer-generated graphics—more animation than a Warner Bros cartoon! Many of those 
projects in the city, such as the proposed museum, are worthy projects, but we cannot do them all at the same 
time. The government has three major city projects—Riverside, the Perth Waterfront and the Perth City Link. 
Over the budget and forward estimates, these three projects are worth $544 million. With these projects comes 
opportunity cost. The government is not building roads in regional Western Australia as it committed to. Let us 
make this clear. The National Party has agreed to defer roads in the regions to allow for more investment in the 
CBD.  
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Investment is not happening in our suburbs. The people living in the suburbs and towns are rapidly becoming the 
forgotten people in the Premier’s headlong rush to focus on the CBD. Importantly, the government’s decision 
does not make planning sense. Undertaking all these government projects at the same time and creating 
commercial, retail and residential space means it is likely that the developments will cost more and have less 
commercial interest. The government’s own budget papers show that the Riverside project has not attracted the 
private sector interest that the government initially thought it would. Millions of dollars of taxpayers’ funds have 
been committed to a hole in a ground near the Causeway and the private sector has shown little interest.  

We believe we need to focus on our suburbs and our towns across this great state. That is why we will defer the 
Museum. As I said, we believe the Museum is a worthy project, but the government has prioritised Riverside, the 
Perth Waterfront and the Perth City Link. We must free up some capacity to build projects in our suburbs and 
towns.  

Mr J.H.D. Day interjected. 

The SPEAKER: Minister for Planning!  

Mr M. McGOWAN: Our initial focus will be on police stations in the suburbs and towns around Western 
Australia. For a start, I want to see new police stations in Capel, Ballajura and Secret Harbour. I want to see new 
police stations in communities around the state. Community safety is an important priority and having stations 
spread throughout our suburbs and towns has to be a higher priority than another CBD project. 
The government has spent up big. It has been a tax-and-spend government. It has introduced massive increases 
in revenue and unprecedented increases in debt and has little to show for it. It has made families and pensioners 
pay massive increases in their household charges. We believe there is a better way: fund the community’s 
projects, not the Premier’s; do not constantly defer regional projects; invest in the suburbs; and protect families 
from massive increases in household charges.  

That is my plan and Labor’s plan for Western Australia.  

[Applause.]  

MR B.S. WYATT (Victoria Park) [12.58 pm]: I am delighted to follow the Leader of the Opposition in what 
has been a thorough and detailed speech on the Appropriation (Consolidated Account) Recurrent 2012–13 Bill 
2012 and the Appropriation (Consolidated Account) Capital 2012–13 Bill. The Leader of the Opposition set an 
alternative and very positive path so that the people of Western Australia can choose between a tired 
government—a mean and tricky government—and investment now for the future. I know that the suburbs of 
Perth and the towns of regional Western Australia will indeed welcome the Labor opposition’s alternative 
announced by the Leader of the Opposition today.  

I want to spend some of my speech speaking about the future fund. A future fund can come in a number of 
different forms. I commence by noting the opinion piece in The Australian Financial Review on 22 May this 
year written by Graham Bradley, the past president of the Business Council of Australia. He points out the three 
forms of a future fund. Depending on the document being read, there are different forms of future funds or 
sovereign wealth funds or state sovereign wealth fund or whatever we call them. Mr Bradley made that point. 
Effectively, there are pension funds such as our Australian Future Fund. Some countries have SWFs to act as 
fiscal stabilisation funds, which is not what this government is proposing. The third form is, effectively—I gather 
that this is what the government proposes—a savings account to spend on infrastructure projects at some point in 
the future. That is what the Treasurer proposed in his budget speech, and we await the introduction of that 
legislation later this year. 

As the Leader of the Opposition pointed out, we all like future funds. I like future funds; I think they have a 
place in an economy that in particular is resource based. I like future funds and I have spoken about them before. 
In fact, I spoke on the legislation that the now Minister for Planning introduced in 2007. I have written on this 
topic. Future funds are always subject to two key requirements: first, the position of state debt and, second, the 
call for infrastructure projects across our state.  
In the six years that I have been in this place, there have been two debates on future funds—namely, the 
Fiona Stanley Hospital Construction Account Bill 2007, which was introduced by the former Treasurer, the 
member for Belmont, and the Western Australian Resources Heritage Fund Bill 2007, which was introduced by 
the now Minister for Planning, then the member for Darling Range. Both focused effectively on putting aside 
money for a future use—some form of a future fund.  
I note that the Chamber of Commerce and Industry of Western Australia just prior to the budget put out a 
discussion paper that examines the issues of sovereign wealth funds. Indeed, the CCI came to the same 
conclusion that the Leader of the Opposition just pointed out; that is, when there is a situation in Western 
Australia, as the CCI points out, of rising debt levels and, as the Treasurer pointed out in his budget speech, 
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1 000 people a week moving to Western Australia, we have strong demands for infrastructure. There is no doubt 
about that. As the Leader of the Opposition pointed out, despite the fanfare, despite the charts that the Minister 
for Transport shows every day in question time, we have still yet to see funding for any major project in his 
transport plan. It is quite simply absurd. The WA future fund is effectively a bank account; it is a savings 
account. The CCI sets out three main concerns about that. Firstly, there are the demands on infrastructure now 
and the rising debt levels. Secondly, the WA future fund, and any future fund will not necessarily maximise that 
wealth. The Treasurer has already said that he expects a 5.2 per cent return on that investment in that savings 
account, and I will come to that again shortly. Thirdly, the opportunity cost; that is, why would we put money 
into an account that may 20 years from now have $4.7 billion in it, generating in today’s dollars $130 million a 
year, given that there is such high demand for public transport and regional roads, and areas such as science and 
innovation, which broaden our economic base and ensure that we create future job opportunities, are being 
gutted by the current government? 
Ultimately, the Treasurer’s future fund is undermined by two main issues; that is, our debt position, particularly 
our debt position in the general government sector, and our Federation—that is, the horizontal fiscal equalisation 
process that undermines the distribution of wealth around our nation. To be frank, the timing is all wrong. If the 
Premier wanted a future fund, if he was genuine and not just desperately looking around for a legacy to leave, he 
would have thought about a future fund when he became the Premier when there was no net debt in the general 
government sector. That is what he would have done, or he would have perhaps waited until the outcome of the 
current consideration of the GST carve-up. Maybe then he might have found himself with the economic 
arguments needed to support the future fund that he is promoting at the moment. 
I want to spend a little time, firstly, on the now Minister for Planning’s Western Australian Resources Heritage 
Fund Bill 2007. This proposed a genuine sovereign wealth fund. The now member for Kalamunda, then the 
member for Darling Range, modelled his future fund on the Alberta model, which was—I think the member for 
Cannington pointed this out in the past—an abysmal failure of a fund. The bill was modelled on that. However, 
the now Minister for Planning, unlike the fund being proposed by the government, wanted the future fund set 
outside government, with an independent board and an independent investment process to invest in things such 
as shares in companies, real estate and interest-bearing deposits. The now Minister for Planning made the point 
in his second reading speech on 4 April 2007 — 

It is also relevant to note that the general government sector is forecast to remain net debt free in 2006–
07 and in the future. Most public sector debt that exists is held by the major trading agencies, 
particularly the Water Corporation and the various electricity corporations. We therefore believe that 
the time has come to establish an investment fund for the state … 

The member set out the base upon which he would do that. The key is that the now Minister for Planning made 
the point that there was no net debt in the general government sector, nor for the future. However, this 
government certainly has fixed that little issue right up. Let us look at the debt and where it is being held. We are 
all familiar with the levels of debt increases—over 400 per cent on the current Premier’s watch. The Leader of 
the Opposition outlined that. But let us have a look at where the debt is being held. When the member for 
Cottesloe became Premier in 2008, there was no net debt in the general government sector. That is when the 
Premier should have had a bit of a think about a future fund. Since then, the general government sector 
component of the state net debt will be 30 per cent by 2013. Thirty per cent of the net debt of the state is being 
held in the general government sector—an increase of nearly $9 billion on the Premier’s watch. By 2016, that 
will surge to over 37 per cent in the general government sector, or an increase of nearly $12 billion. That is the 
reality. When the now Minister for Planning introduced his future fund bill in 2007, it was premised on the idea 
and the important fact that there was no net debt in the general government sector. That of course has changed 
dramatically on this government’s watch.  
The second future fund debate that we have had during my time in Parliament was the Fiona Stanley Hospital 
Construction Account Bill 2007. That bill was debated in June 2007, not long after the then member for Darling 
Range, now the member for Kalamunda, introduced his future fund bill. It is interesting that the now Minister for 
Transport, who was shadow Treasurer at that time, was scathing of the idea of the Treasurer setting up a special 
purpose account to put money away. He was absolutely scathing! I will go through some of what the member for 
Vasse said at that time. The member for Vasse said — 

The Treasurer says in his second reading speech that the purpose of the bill is to stop political parties 
getting their hands on this money in future and using it for other political purposes. He wants to stop 
this money becoming a pork-barrelling slush fund. I think that is somewhat abstract from the political 
reality. If the Treasurer had established a special purpose account under the Financial Management Act 
and placed in it $1.1 billion, and at some stage down the track someone tried to plunder it, does he not 
think there would not be a fair amount of scrutiny of that decision? It would be plundered only by the 
government of the day. 
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The member for Vasse went on to say that a piece of legislation was not needed to set up a special purpose 
account and that it was nothing but a “political charade”. The then shadow Treasurer, now 
Minister for Transport, went on to make the point that when the government puts this money aside, exactly as the 
Leader of the Opposition just stated, there is an opportunity cost. The member for Vasse said — 

Another issue arises out of the Treasurer’s decision to put $1.09 billion into this account; that is, the 
opportunity cost. The member for Dawesville asked about state debt. I understand there are state debt 
instruments that could be retired with this money. My reading of the budget papers suggests that there is 
gross debt in the general government sector. Certainly, there is gross debt in the public non-financial 
corporations sector to which the Treasurer could have allocated this funding. 

The then shadow Treasurer, the member for Vasse, made the point that the government should get rid of debt not 
only in the general government sector but also the broader public sector before it thought about setting money 
aside for a future fund, which in this case was a fund to construct Fiona Stanley Hospital. Interestingly, the 
Treasurer’s political charade, as the member for Vasse described it, was not supported by the now 
Deputy Premier, the member for Dawesville. I quote the now Deputy Premier’s views on putting money aside 
for future expenditure — 

An issue that concerned me was the Treasurer putting this money into a specific funding arrangement, 
which is separate from the normal budget and will not be used to pay off debt. I agree with the shadow 
Treasurer — 

That is, the member for Vasse — 

that the government is only doing this because it sounds good and not because it achieves any great 
purpose. Although the interest that is earned from this money will be available for use in health, the 
reality is that if it was paying off debt, the state government and the people of Western Australia would 
be far better off. 

The Deputy Premier then went on to make the point that inflation will eat it all away anyway, and that point was 
basically made by the Leader of the Opposition. It is $130 million in real terms. The Deputy Premier went on 
later in that speech to say —  

The government’s argument is a nonsense argument. The government could just as easily have paid off 
debt and then provided the money when it became available. 

Interestingly, I will go back to the Western Australian Resources Heritage Fund Bill 2007 introduced by the 
Minister for Planning some time ago. The then Treasurer, the member for Belmont, was incredibly accurate in 
his comments on the bill. Hon Eric Ripper made four key points. Firstly, there was still debt in the total public 
sector—the debt that the member for Vasse said should be paid off before money is put aside to construct Fiona 
Stanley Hospital. Secondly, there are infrastructure deficiencies, and that is exactly what the opposition is 
saying; there are infrastructure deficiencies that should be dealt with now. Thirdly, there were still, at that point, 
superannuation liabilities of some $5 billion, which, from memory, increased during the global financial crisis to 
over $8 billion. I do not know what the amount is now, but no doubt when the Treasurer eventually responds 
later this week, he will be able to inform us of the figure. The key point that ultimately undermines the very 
argument being made by the government for a future fund is the issue of capture. During that debate, 
Hon Eric Ripper said — 

The commonwealth government captures the lion’s share of the proceeds for governments of our 
economic prosperity. 

That is the point that both the Treasurer and the Premier have been making for the past 18 months—the very 
argument that our GST is plummeting and our revenues are reducing. However, in a crazy about-face from the 
rhetoric of the past 18 months, we now have money to set aside, despite the calls for infrastructure for our 
population. I note that the Treasurer said that $820 million, or 80 per cent, of the seed capital that will be put into 
the future fund will come from the royalties for regions component through removing the royalty concessions 
applying to iron ore fines. We all remember that; I think the legislation came through last year. It is also worth 
noting what the government has said about the extra revenue that will come from removing that historical 
subsidy for those fines rates. On 15 March last year, in response to the then Leader of the Opposition, the 
member for Belmont, the Treasurer said — 

The point is, Leader of the Opposition, that we do not get to keep the revenue from the royalties, 
because once it has washed through the HFE system, — 

That is the horizontal fiscal equalisation system —  

it is taken off us, and then some … 
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That is what the Treasurer said. This was at a time when he was under a bit of pressure to explain why windfalls 
were not being returned as tax cuts, as promised by the government. Later on in the answer to the same question, 
the Treasurer went on to make this point —  

… because of the system that we have in place with GST and the horizontal fiscal equalisation system, 
over the long run, 60 per cent of that revenue — 

He is referring to the increased royalty revenue —  

is gone; it is lost. Indeed, had a different system of calculation been undertaken, 280 per cent of that 
revenue would have been lost. Fortunately, that was not the decision that was made by the 
commonwealth government. 

According to the Treasurer, somewhere between 60 per cent and 280 per cent of the increase in royalty flow, 
which comes from the removal of the reduced rate of fines royalties, is being taken off us and redistributed, 
bearing in mind that that money will become the seed capital of the future fund. 
[Member’s time extended.] 

Mr B.S. WYATT: I also want to refer to the Western Australian submission to the GST review panel. 
The media release put out by the Treasurer on 14 October last year states — 

Treasurer Christian Porter today signed off on the Western Australian Government’s submission to the 
review of the distribution of the Goods and Services Tax … commissioned earlier this year by the 
Prime Minister. 

It was signed off by the Treasurer. Here it is in my hot little hand. What does that say about our royalty revenue? 
At page v of the submission, under the heading “Perverse outcomes”, it states — 

One of these relates to Western Australia’s efforts to price more fairly and efficiently the minerals it 
owns on behalf of the State community, by phasing out certain long standing iron ore royalty 
concessions. Incredibly, under current fiscal equalisation arrangements, well over 100% of the increase 
in royalty revenue could be redistributed to other States. 

In the government’s own submission to the GST review panel, it makes the point that the removal of that 
concession will result in more than 100 per cent of the extra revenue being redistributed to other states, yet under 
this budget, 80 per cent of the seed capital for the future fund will come from money that we do not have. It is 
gone; it has been redistributed. That means that we are borrowing the equivalent to stick into this particular 
savings account. At page iii of the WA submission to the GST review panel, which was signed off by the 
Treasurer, it states — 

The majority (around 70%) of the mining royalties raised in Western Australia that could be invested in 
services and infrastructure to help Western Australia attract labour and private sector capital are instead 
redistributed to other States on starkly different economic adjustment paths. 

That is the reality. As the Treasurer has said, removing the concession means that we lose more than 
100 per cent, but generally around 70 per cent of our royalties money is redistributed. I have one final quote 
from the report that the Treasurer ticked off on to send to Canberra as an argument for why the GST 
redistribution process needs to be changed. At page i, it states —  

The current form of fiscal equalisation in Australia is too extreme. It is equivalent to a 100% tax on any 
excess of one State’s fiscal capacity over the average for all States. 

That is the reality. That is why the Leader of the Opposition says that we all agree with a future fund. As I have 
said, I agree with it. I spoke about it in this place in 2007 in debate on the Minister for Planning’s heritage bill. 
The problem we have is debt, as pointed out by the Chamber of Commerce and Industry of Western Australia, 
and that we do not get to capture our royalties, as Hon Eric Ripper said. That has been confirmed by the rhetoric 
of this government and by the submission of this government to the GST review panel. More than 100 per cent 
of that concession is redistributed, and apparently that will form the seed capital for the future fund to be 
constructed by the government later this year. 
I will also quote the Premier when he again complained about Canberra and said that we are moving to Asia. 
The Premier said, “We’re off. We’re out of here!” As was reported in The West Australian of 29 March—just 
last month—he said — 

“We are at the bottom of the barrel, there is nothing easy to save in Western Australia any more,” … 

“It’s got down to cutting services to the public and we’re not prepared to run a deficit … 

“If we cannot provide quality health and education services, then the State Government will not be 
spending money on developing further new infrastructure projects.” 
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The Premier said that the government does not have the money to invest in health and education services and 
therefore it will not spend on infrastructure; it does not have the money because of what Canberra is doing. Yet a 
month later, he wants to set aside money for 20 years because, according to the Treasurer, we do not need any 
more infrastructure; it is all being taken care of by the current capital works plan and it will just be wasted if the 
money is spent now. What an extraordinary turnaround! What an extraordinary contradiction from the Premier 
and the Treasurer, bearing in mind that apparently the seed capital that will go into this future fund is all gone; 
100 per cent of it has been redistributed, as the Treasurer pointed out in his submission to the GST review panel.  

I turn now to the fact that we are debt funding a future fund. That is what we are doing. The Treasurer talks 
about the values of the money going in—he is right—of which more than 100 per cent of the concession is being 
redistributed, and about the savings. I will give him those savings. However, the money has to come from 
somewhere, if he is going to put it aside. The reality is that it has to be borrowed.  

I refer to the Centre for Independent Studies. I know the Treasurer likes the centre, as he quoted it yesterday. 
I like the Centre for Independent Studies. I go to its conferences, and I am a member of the Centre for 
Independent Studies. I think it is a very good think tank. It promotes very interesting debates. I am always 
interested in what the centre has to say in its various monographs. It put one out this year entitled “Future Funds 
or Future Eaters? The Case Against a Sovereign Wealth Fund for Australia” by Robert Carling and Stephen 
Kirchner. They did an examination of the Australian future fund set up by Peter Costello, who at the time said in 
his second reading speech that he was setting it up because he had debt under control. Since the Australian 
Future Fund was started in the 2005–06 financial year, the nominal return has been 5.2 per cent, but the real 
return has been 2.2 per cent. What I want to do is apply the expected consumer price index announced in the 
budget to what the government is expecting to receive. The Treasurer said he is expecting to receive a return of 
around 5.2 per cent a year. Over the next four years, if we were to apply that, the real rate of return for 2012–13 
is 1.7 per cent; in 2013–14, it is 1.95 per cent; and the same for 2014–15 and 2015–16—an average real rate of 
return of 1.88 per cent. That is assuming the government is not borrowing.  

Let us not forget that if the government is borrowing the money to put into that—according to a question on 
notice I got back from the Treasurer on 1 March this year, we are paying, ignoring the coupon rate, somewhere 
between 4.4 per cent and 4.9 per cent on our debt on issue at the moment. That is not a good rate of return; that is 
an awful rate of return. Bearing in mind that we are deliberately not spending on infrastructure that the state 
needs, the Treasurer and Premier are willing to put aside this huge opportunity cost for what will be an abysmal 
rate of return for the people of Western Australia.  

I am interested in a couple of assumptions that no doubt will be part of the more lengthy debate of the future 
fund itself in legislation later this year. According to the budget, one per cent of royalties will equate to about 
$65 million to $70 million a year every year for 16 years. Macquarie Private Wealth, Oxford Economics and in 
fact the World Bank do not have quite as bullish an outlook on the medium to long-term prospects for 
commodity prices as our budget does. I am assuming perhaps that the Treasurer is expecting a plummeting 
Aussie dollar at some point throughout that period as well to perhaps make up that money. However, ultimately 
it all comes down to iron ore—nearly 90 per cent of the royalty revenue we receive is from iron ore. So there are 
some very optimistic expectations there. 

This may simply be an issue of how these things are modelled. I had some modelling done. Obviously it was not 
as complex and sophisticated as the modelling from WA Treasury, but the way I work it out, we are going to 
need about a 5.5 per cent return year-on-year on that future fund to get to $4.7 billion. It is true that 5.5 per cent 
is not significantly different from 5.2 per cent, but bear in mind that the money is borrowed to put in the fund, so 
it does have a significant outcome if we do not actually get to the end level of $4.7 billion for there to be the 
$230 million that the Treasurer thinks he will have to spend each year come 2023.  

Finally, one other point that again will be pursued during the actual legislation is: when will that money be paid? 
From what I can gather, there is an assumption that it will be paid on the first day of each year, so the interest 
can accrue from the first day of this year. For 2012–13 that money needs to be in that account on 1 July. From 
what I can gather, the legislation is being introduced in August, so there is an issue about whether in the first four 
years at least we will actually get the rate of return on the future fund account. 
Every member of Parliament loves the idea of a future fund. I have said it; I think everyone in the chamber has 
said it at some point or another. However, the Premier’s and the Treasurer’s words condemn them. For 18 
months they have complained about the fact that our royalties are redistributed to the rest of the country. The 
government, signed off by the Treasurer, says that those concessions are all gone—plus some—to other parts of 
the country. However, now that is going to form a big part, 80 per cent, of the seed capital of our future fund. 
In respect of our royalties, around 70 per cent are redistributed, yet now apparently we have excess that we can 
stick in a future fund. The flipside of course is: do we put money aside now, or do we invest in infrastructure 
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now? The simple reality is that the opportunity cost is far too great. The rate of return on borrowed money is 
simply not sufficient to justify not investing in suburban public transport—an investment that will not just 
increase our standard of living but lower the cost of living. It will make us a more productive community, 
increase the movement of people, reduce congestion and make our city a better place to live. We will spend that 
on regional roads. The government talks about productivity. The wealth is being generated in regional Western 
Australia. Why do we not increase the productivity of those parts of Western Australia that have got us to where 
we are today? 
This was stuck in the budget, as I said a couple of months ago, as an afterthought—a thought bubble from the 
Premier; “I need a vision. I need a legacy. Give me something”. As they did in The Hollowmen, they came up 
with a future fund. Unfortunately, the reality is that it is not going to deliver for the people of Western Australia. 
It is a massive opportunity cost, and the rate of return that the government will get on that borrowed money does 
not make sense when the government can invest in a population crying out for infrastructure and crying out for 
investment now. I know the Treasurer believes everything I have just said. I know his heart is not in it. I think 
members should look seriously at the alternatives, because I know Western Australians will look at the two great 
alternatives between the government and the opposition. 
MS A.R. MITCHELL (Kingsley) [1.28 pm]: I rise to support the Appropriation (Consolidated Account) 
Recurrent 2012–13 Bill 2012 and the Appropriation (Consolidated Account) Capital 2012–13 Bill 2012, because 
I can confidently say that this Liberal–National government has improved the lives of many people living in 
Western Australia since we came to office. What is more important is that we will continue to do so. We will 
demonstrate that through this budget. 
I commend the Treasurer for achieving a surplus budget under some very difficult circumstances—the fact that 
we lost $656 million of GST revenue; the loss of federal government support for infrastructure and training and 
at the same time within our own state, the low level of stamp duty. I applaud and thank the Treasurer for what he 
is doing. At the same time, within this budget are provisions to make sure that there are many benefits to people 
in our community. I am referring to people in small business, families and seniors through health, education and 
transport. What is also important about this budget—many people have said this to me—is that it actually has a 
positive effect on so many, many people. It is not just about projects. It is not just about someone’s electorate. 
It goes across people’s lives in Western Australia. It also has a vision about it. It looks ahead, but at the same 
time it is very practical. Those sorts of things are hard to produce in one budget, and this budget has achieved 
that. 
I want to talk about some of those topics. The first one I refer to is small business, because in my electorate there 
are many small businesses and many small business owners and operators. The obvious ones, of course, are 
retail. In my electorate, there are many small shops. They are not major shopping centres. There are a few 
franchises. Many of those shops are owned and run by families, and they are very important in my electorate. 
Many people in my electorate have businesses in the trades, and that is obvious on the weekend when we walk or 
drive around the electorate, because we can see the vans parked in people’s yards. Many, many people in my 
electorate are small business people. They work very hard, and they support larger businesses through what they 
do. They also employ a number of staff. But they are not in the resource sector, so they do not get those benefits. 
They are very, very important people. I have to be honest and say it has not always been easy for these people in 
recent years, but they have kept going. They have often had to give their staff fewer hours rather than put them 
off. So I am very pleased that in this budget the government has recognised these people and is providing a 
rebate on payroll tax liabilities for 2012–13. I know that these businesses appreciate this rebate and it will be of 
benefit to those businesses and many other people in my area.  
On a broader note, on Monday of this week I hosted a breakfast with the new Small Business Commissioner and 
some of the small retail businesses in one of the shopping centres in my electorate. It was a fantastic event; it 
was wonderful. It is an initiative not from this budget but from a previous budget that the Small Business 
Commissioner is now in place. It was very reassuring to the business owners at that breakfast that they now have 
a person who is very much onside and is closer to them than what they had under the old system. They are 
enthused by the support that they can receive, and they certainly are planning to keep a close relationship with 
the commissioner and his staff. There is no doubt that small business is a significant part of the business 
community. Yes, we often hear about the big businesses. But it is the many small businesses that make a 
difference in our lives, because they provide much higher quality services and products, and a much more 
personal approach, and they are really appreciated.  
I want to touch on transport as well. The opposition claims to be the people who “do” public transport—I am not 
quite sure how else to describe it. But the changes and improvements to public transport, and in fact transport in 
general, during this term of government are staggering. I will certainly acknowledge that the train line to 
Mandurah, and Forrest Highway, are outstanding pieces of transport infrastructure, and I thank the former 
government for that. But, at the same time, for people who live north of the river there is quite a large gap in the 
things that were done during that time.  
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Just within my own electorate, I can give members a number of examples. One is the additional car parks at 
Warwick, Greenwood and Whitfords train stations, and I now include Warwick train station, as that has come 
into my electorate. Another example is the new railcars that are on board to service the people. In particular, as I 
have mentioned before, there is now a bus service. People in my electorate have been asking for years for a bus 
service to Greenwood train station—because there was no bus service there at all—and from there to Kingsway 
City Shopping Centre. We now have that bus service, and people are very appreciative. It was a simple bus 
route. It should not have taken that long. But those are the sorts of things that make a difference to people. Yes, 
the big transport infrastructure things are important and we need them. But, at the same time, we must not forget 
about those small things that make a difference to people’s lives.  

A lot of people in my electorate commute by bicycle. The extra storage capacity at train stations has been well 
received, because otherwise people would have to leave their bicycles chained up along the side of the road 
somewhere. I have to say also that, yes, we heavily subsidise public transport. I do not think people realise how 
much we subsidise public transport. But we cannot rely on that, because the way our city is set out, people have 
to be able to use other forms of transport. The extension of Mitchell Freeway between Hepburn Avenue and 
Hodges Drive from two lanes to three was announced last year and is definitely under way. It is a nightmare 
drive to leave the city and head north from about 2.30 in the afternoon. This will make it easier for people to 
travel home. It will not solve all the problems. We still have a lot more to do, but it will make a difference, and 
that is what we are here to do—make sure that we make a difference in people’s lives, and make sure that we 
listen to and hear what people are saying. As I have mentioned, many of the people in my electorate are cyclists, 
and they use their bicycles for transport as well as enjoyment. The $20 million investment in the WA Bicycle 
Network Plan will see the principal shared path network improve and be completed, not just in kilometre-by-
kilometre sections, as was the case previously, but in large sections. 

I have mentioned bus services. I have tried over many years to have changes made to the bus network, and let me 
assure members that it is very, very difficult. But what we have achieved with the new bus kilometres—I think 
that is the expression that is used—and with the purchase of additional buses and the replacement of buses, is 
making a difference. We need to make sure that we respond to the needs of people and how our communities are 
changing, and not just keep up with what we have always done. I believe our public transport system is doing 
that more than has ever been the case before. 

I also want to talk about seniors, because I believe they are an extremely important part of our community. 
I have often spoken about this, and I will continue to do so. I have said it before, and I will say it again: these 
people have made our country what it is; they have made our city what it is; they have made life in Western 
Australia what it is; and they have worked hard, and in many cases they have gone without; and they certainly 
did not earn anywhere near what we earn nowadays. These seniors should receive assistance from us, and I am 
very happy when we can make more assistance available to them. Once again, this budget will give more to 
seniors. The seniors’ cost-of-living rebate will increase for both singles and couples. The safety and security 
rebate will be extended until the end of 2012–13. Of course seniors are also able to access the new cost-of-living 
assistance program. This is in addition to the services that have been made available to seniors previously, and I 
know that they appreciate those and are very grateful for them. 

What is interesting about this group of people is that they are still making a valuable contribution in our 
community. They make up a large percentage of those people who volunteer. They provide a great deal of care 
to grandchildren, partners and friends. We do not know what it would cost the community if they were not doing 
that. They provide opportunities for other seniors. They collectively look after each other through groups and 
excursions, and in organising speakers to inform other seniors about what is going on. I am very proud that this 
Liberal–National government has recognised the seniors in our community and is continuing to do so. 

I will speak about education only briefly, because I have spoken about that previously, too, particularly in terms 
of the independent public school program. I am very excited and very pleased that we are now beginning the 
transition of year 7 children to high school. It will be not just year 7 classes going to high school, but a whole 
new secondary education curriculum and system. I think it is time. I believe it is important for our young people, 
and I think they will benefit, and we will benefit, from the educational improvements that will be taking place.  

As I have said, I am very proud of this budget, because it covers many sections of the community, and there are 
many benefits in the budget for all those in the community. I have mentioned seniors. I have not talked about 
people with disabilities. I hosted a group here last night that I am involved in, and they also are very pleased with 
this budget. We need to be cognisant of our responsibilities, but at the same time do that in a way that respects 
people.  
I support the additional assistance for energy usage. I have not commented on health infrastructure, although I 
have talked about Joondalup Health Campus before in my speeches. We are rebuilding health. That will benefit 
everybody, and that will make a difference in our society. I have mentioned transport, I have mentioned small 
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business, and I have mentioned children and the education infrastructure that is coming on board. I am also very 
pleased and very proud that this budget is not focussing just on what is occurring now. It is not just a 12-month 
budget. As I have mentioned, this budget has a focus on the future. We are unashamedly investing for our future. 
We are unashamedly building infrastructure; and I have mentioned rebuilding health. This Liberal–National 
government is securing Western Australia’s future, and I am very, very pleased to be part of that government. 
MR W.J. JOHNSTON (Cannington) [1.39 pm]: I get the wonderful opportunity to speak either side of 
question time! I want to make a couple of quick comments following the speech of the member for Victoria Park 
when he referred to what the dollar assumption is in the budget. It is interesting that the exchange rate is 
projected to be 77.9c. Last year we had a very big debate about the assumptions on the dollar and the iron ore 
price, and the Treasurer was very critical of the comments of the then shadow Treasurer, the member for 
Midland, on that matter. At the midyear review they basically realigned all the assumptions to match what the 
member for Midland had said in debate. I draw attention to—I will not go into detail—the sovereign wealth 
fund. I encourage anyone who would like to know a bit more about sovereign wealth funds, to read a book called 
Investing for Sustainability: The Management of Mineral Wealth by Rognval-dur Hannesson, a Norwegian 
gentleman, who has made a technical assessment of sovereign wealth funds and done four case studies. It is very 
interesting, because, basically, it points out that the path the Treasurer has adopted for Western Australia’s future 
fund will not be successful.  
I will also comment very quickly on GST issues. I point out that despite the reduction in GST revenues to 
Western Australia, an increase in revenue is predicted for every year of this budget, so the idea that the 
government is somehow missing out on revenue is wrong. Even the Treasurer explained at the midyear review 
that the state is better off by increasing its royalty rates, despite the GST being taken out of it. I am not 
supporting the Liberal Party’s decision to have that horizontal fiscal equalisation that it implemented with its 
GST; I am just making the point that despite that process, the state is still better off over this budget and all the 
out years. It is interesting that on 28 February 2008 the Premier commented in the chamber about the approach 
to take on negotiations with the commonwealth on GST. He said — 

Whingeing about Canberra will not work. We have been doing that for the past 100 years, and we lose 
every time. It is a waste of time doing that.  

I think he is right; I think he should have joined with the Labor government when we were in government trying 
to renegotiate that agreement. We found constant opposition from the then Liberal opposition. Unlike what is 
happening for this Liberal–National government, which is getting support from the Labor opposition, it would 
have been helpful if, when we were in government, we had a bit of support from the Liberal opposition, which 
has come into government and changed its position 180 degrees on the question of horizontal fiscal equalisation.  
I want to also make a few comments about state development issues in Western Australia. Yesterday the Premier 
welcomed, as I do, the decision of Yara Pilbara Fertilisers Pty Ltd to put its tan plant in the Burrup. But the 
Premier made it seem as though this is somehow the dawn of some new gas processing future for Western 
Australia. It just will not happen. It will not happen because we have a gas supply crisis in Western Australia. 
The government has patted itself on the back for placing Verve and Synergy in a new long-term contract with the 
future Gorgon domestic production. But let us understand that if the North West Shelf does not maintain supply 
but instead diverts 300 terajoules of gas a day to export markets, we will have an immense problem. I have asked 
questions on that issue of the Premier in his role as Minister for State Development. I am pleased that the 
department has started discussions with the North West Shelf joint venture. But, quite frankly, that is the number 
one issue facing Western Australia. The Premier should be putting it at the top of his list instead of crowing 
about a complex financial deal that relates to a whole range of issues that are not under the control of the 
government and saying that it is some new dawn. We will not get gas processing in Western Australia if gas 
processing companies have to pay $12 a gigajoule for gas supply. It just will not happen. It does not matter how 
many times we stand up in public and say that that is some great future, it will not happen. It will go only to the 
very highest value products such as iron ore and for export. Why would we pay $12 a gigajoule to convert gas 
into some final product when we can go to the United States and get gas at $3.50 a gigajoule? Even forward gas 
in America is still only $5 a gigajoule. There are no circumstances in which there will be gas processing 
developments in Western Australia while the price of gas is trending towards $12 a gigajoule. We cannot allow 
that to happen. I have a fear that the government, with the Gorgon partners, signed an oil index, which means 
that the potentiality is available for that contract. I have asked a question of the minister, who said that that 
information was commercial-in-confidence. But let me make it clear that that is the number one issue facing the 
energy sector in Western Australia, and the government needs to be honest with the people of Western Australia 
and explain whether it has provided an oil index for the next major gas contract for the public utilities. What is 
the government doing to ensure 300 terajoules a day, which is currently being produced and sold to those two 
companies, is continuing to be marketed in Western Australia? If that 300 terajoules a day is withdrawn, we will 
have a serious problem.  
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The Premier recently talked about dual listing of companies with Singapore. That is a very interesting issue. I 
have asked the Premier a series of questions and I am still waiting for an answer. It is a good idea, but what has 
he done to facilitate it? Has he had any discussions with the Australian Stock Exchange or the Australian 
Securities and Investments Commission or any of the other organisations he needs to speak to? I asked him 
recently for his plan for LNG shipments to the east coast. He gave one of the most rubbery answers I have ever 
heard on that topic. He said, basically, that because nobody is doing it, he does not have to talk about it. He was 
the one who talked about it, so he needs to explain himself. Again, gas prices on the east coast are significantly 
below gas prices in Western Australia. If there were a pipeline across the country at the moment, gas would be 
flowing from the east coast to Western Australia. Whether the gas is delivered through a pipeline or through 
LNG shipments, it will not go from Western Australia to the east coast because our gas is more expensive. 
In December last year the Premier talked about Inpex going to James Price Point and within a month, Inpex 
announced that it was going to Darwin. Again, I asked the Premier what discussions he had had with Inpex from 
the time he announced Inpex should go to James Price Point and its announcement a month later. The answer 
was “none”. Indeed, James Price Point is a very difficult project for the Premier. He has told people that he will 
decide where Woodside places its production facilities. That is just not true. This is not the Soviet Union; 
government does not make commercial decisions on behalf of companies; companies make their own decisions.  

I am also interested that the pipeline to Albany is going nowhere. The Premier made a solemn promise to the 
people of Albany to build this pipeline. I see in the media today that Grange Resources has decided that no 
matter how much jawboning it gets from the government, it will not be a foundation customer for that pipeline; it 
will use cheaper energy from other sources. That is a decision Grange Resources has made because it is a 
commercial operation and it wants the lowest possible costs.  

I note also ongoing difficulties with developing Oakajee. As the Leader of the Opposition pointed out in his 
budget reply speech, the Premier has now twice failed to get Oakajee off the ground, once when he was Minister 
for State Development, with Premier Court, and now as Premier and Minister for State Development. Oakajee is 
a very complex project. The government has effectively parked its contribution. It is interesting, member for 
Geraldton, that three years ago I said in the chamber that the project would not proceed on the basis it was in the 
budget papers at that time. I was right. It has not proceeded on that basis.  
Mr I.C. Blayney interjected. 

Mr W.J. JOHNSTON: Member, I was not the one who said two years ago that it would happen. I was the one 
who said the government’s approach was wrong.  

Mr I.C. Blayney interjected.  

Mr W.J. JOHNSTON: If a different project happens in the future, it will be very interesting, but the project in 
the budget papers three years ago is finished; it does not exist anymore. 

I will go on and refer to the Maitland industrial estate. When in opposition, the now Premier loved to talk about 
Maitland estate. Again, I recently asked him about that estate and he said that it would be the site for a 
4 000-hectare industrial park. I still do not know what he has done to ensure that that vision comes to reality, but 
it does not appear that anything has happened. It will be very interesting to see what happens on the Maitland 
estate because gas is very expensive in Western Australia; the government is putting no money into the Maitland 
estate and there is no plan or future for that facility. It will be interesting to see how all that goes. 

I want to turn to my other portfolio area of energy. I want firstly to start with the nonsense the Treasurer is 
carrying on with about the cost of electricity. I will quote from Hansard of 17 March 2011, in which the 
Treasurer stated — 

If we were determined to go back to the future and renew the freeze on electricity prices policy, it 
would cost the taxpayers of Western Australia $3.25 billion. There is no such thing as free electricity. 
What is not made up for in prices has to be made up for by the taxpayers of Western Australia directly 
subsidising the utilities. The single biggest piece of economic vandalism wrought by that policy is that 
there will still be a massive gulf between the price of electricity and the cost of generating it, and there 
is no incentive for competition to enter the market. 

I want to make a point about the complete change in rhetoric. Once upon a time, a series of not only ministers 
but backbench members would come into the chamber to lecture the Labor Party about full cost reflectivity of 
electricity prices. But cost reflectivity is now no longer a policy objective of the government. The government 
cannot have this both ways. It justified exorbitant electricity price increases on the basis that it did not want the 
taxpayer subsidising the electricity system. Now that it is maintaining a subsidy to that system, the government is 
saying that it wants to be more generous than the Labor Party would have been. The Liberal Party criticised the 
Labor Party for being generous to Western Australians and is now criticising it for not being generous enough. It 
is extraordinary behaviour by the Treasurer. 
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I want now to speak further about the Minister for Energy and his management of the energy portfolio. There is 
one word for his management of the portfolio, and that is chaos. That chaos starts at the very top. 
Forty-four employees have held the 14 positions in the minister’s office. Can members believe that? I think he 
has had four chiefs of staff in three and a half years. It is chaos in the minister’s office. He has trouble dealing 
with other people and now has a reputation throughout the energy sector for being difficult to deal with. 
I will turn to the first of his responsibilities, which is Western Power. In The West Australian of 4 May 2012, the 
minister is quoted — 

Energy Minister Peter Collier said Western Power’s performance before the committee could have been 
better.  

But he was “delighted” with recent improvements in Western Power’s management. 

The minister is delighted with Western Power’s performance, but what is it we in fact see in its actual 
performance? We see continued problems with the maintenance of its overhead infrastructure; a damning report, 
not of its past but its present, in the fourteenth report of the Standing Committee on Public Administration, titled 
“Unassisted Failure”; the complete embarrassment of the Standing Committee on Public Administration’s 
“Special Report” this month in which Western Power had to apologise to Parliament for misleading Parliament; 
the culture of excess that this minister has allowed since he “napalmed the board”—to quote the minister directly 
from Hansard; and the enormous amount of money, nearly $2.5 million, paid to Mr Aberle during the period of 
this government for this appalling behaviour and this appalling performance by Western Power. Western Power 
recently admitted, in answer to a question, that fringe benefits tax was paid on $500 446 in 2010–11 for 
entertainment. That means that it spent over half a million dollars to entertain its employees during 2010–11. 
It has spent thousands and thousands of dollars on unnecessary overseas travel. It had a completely out-of-
control management training culture which did not deliver for Western Australians and which was based on a 
training program in which the now-resigned managing director had a personal interest but which did not 
demonstrate any return for the taxpayers of this state. At the end of all that confusion and poor performance, this 
man, Mr Aberle, resigned before the second report of the upper house committee was tabled, and was paid out 
hundreds of thousands of dollars, not to mention the enormous amount of superannuation that he walked 
away with. 

I refer also to the Synergy billing system. On 2 April 2009, the minister spoke in Parliament and put out a media 
release about the Synergy billing system in which he spoke about his plan for this system, and he stated — 

The plan ensures Synergy can implement a new, world-class customer care and billing system, which 
delivers new and better products and services for the State’s energy users. 

The minister continued — 

“It has taken some time, but I am delighted this has been achieved, in order to deliver a world-class 
customer care and billing system which will provide benefits for customers, as well as the State. 

What in fact happened was a 680 per cent increase in the number of complaints to Synergy because of the failed 
billing system. The promised $75 million in savings did not happen. The minister cannot even identify what 
those savings were to be. When I asked the minister what the $75 million in savings were intended to be, he 
could not answer. The budget for the project more than doubled; more than twice as much was spent than had 
been budgeted. It was a whole sorry saga. What is the minister’s answer now? He says “NMP”, or “not my 
problem”. 

[Member’s time extended.] 

Mr W.J. JOHNSTON: We know from the minister’s statements to Parliament and in the media that this was his 
baby; this was his plan to deliver a world-class billing system to Western Australians. His plan failed. It does not 
matter how many times he says that this was a project that he inherited; his fingerprints are all over it. They are 
all over it in his constant crowing and claiming credit for delivering a world-class billing system, and now his 
embarrassment is there for all to see. 

We do not have to go on too much about the solar energy scheme because we all know what a shambles that 
was. The Premier says that no money was lost, but the budget for the project was $23 million and the 
government will spend more than $450 million on it. Guess what! That is not coming in on budget. That is not 
delivering what the government said it would deliver. That is failing to understand what it was doing. The 
Liberal Party says that all it did was to copy the Labor Party’s election commitments. Unfortunately, that is not 
what happened. The Liberal Party did not understand what the Labor Party had promised. We had built in self-
limiting features in our promise so that there could not be such a blow-out. I want to point out that the Liberal 
Party did not understand the promise that it made, did not understand the policy that it implemented and still 
does not understand what a feed-in tariff is. I quote from Hansard of 15 May. The Premier stated — 
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For a start, we said that it would be based not on gross generation, but net generation. I will explain the 
difference for anyone who does not understand. 
… 

A gross feed-in tariff system, which some states have, means that the 60 cents a kilowatt hour would be 
paid on every unit of electricity generated whether it is sold back into the grid or used in the premises 
on which the PV system is installed. 

That is wrong. That is not a gross feed-in tariff; it is a feed-in tariff. It is about the gross amount fed into the 
network. The energy that is used on site is not fed into the system—into the network—and therefore cannot be 
paid for by the feed-in tariff. It has to get out of the premises and into the network. It is only a minor thing, but it 
demonstrates that, even after all this time, there is no proper understanding of what was meant to be done. 

We have the Horizon underground power project. There is no doubt that Horizon is generally well liked by the 
people who are served by it, and, generally speaking, it has a good reputation in the north of the state, but now 
that the minister has become involved in its management, we can see major problems developing. The Pilbara 
underground power scheme has cost blow-outs, delays, and even the contractor walking away from the project. 
As with so many other aspects of the minister’s performance, we have chaos again; there is chaos everywhere he 
turns. The Office of Energy is made the fall guy for the minister’s poor performance on the feed-in tariff scheme. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 3089.] 
 


