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PUBLIC ACCOUNTS COMMITTEE 
Fourteenth Report — “Budget Briefing 2016–17” — Tabling 

DR K.D. HAMES (Dawesville) [10.10 am]: I present for tabling the fourteenth report of the Public Accounts 
Committee, entitled “Budget Briefing 2016–17”. 

[See paper 4312.] 

Dr K.D. HAMES: On Thursday, 19 May 2016, the Public Accounts Committee hosted a briefing on the 2016–
17 Western Australian state budget. The briefing was offered to all interested members of the Western Australian 
Parliament and was delivered by senior officials from the Department of Treasury, Mr Michael Barnes, Under 
Treasurer, and Mr Richard Mann, executive director of strategic projects and asset sales. As has become 
customary, the annual briefing was held in the week immediately following the Treasurer’s presentation of the 
Appropriation (Capital 2016–17) Bill 2016 and the Appropriation (Recurrent 2016–17) Bill 2016 in the 
Legislative Assembly, and the delivery of his budget speech. The briefing included a PowerPoint presentation 
that outlined key elements of the budget, and provided an opportunity for all members to acquire detailed 
knowledge and question senior Treasury officials on the economic forecasts for the year ahead and the impact of 
the government’s income and expenditure proposals on the state’s bottom line. 

During the briefing the Under Treasurer received questions from the floor, four of which were taken on notice. 
On 2 June 2016, the committee received responses to these questions from the Treasurer, Hon Mike Nahan, 
MLA. The material provided by the Treasurer and the Under Treasurer is highly informative, and the committee 
sees value in making it accessible beyond the confines of Parliament. Consequently, the committee has resolved 
to table this short report, which includes the Under Treasurer’s PowerPoint presentation at appendix 1, and the 
Treasurer’s subsequent correspondence at appendix 2. The committee would like to express its gratitude to 
Mr Barnes, Mr Mann and the Treasurer for their cooperation in this process and for the presentation. I would 
also like to thank the committee members, principal research officer Mr Tim Hughes, and research officer 
Michele Chiasson. 

This presentation was of great value. As a former minister I had received budget information prior to the hearing, 
but the presentation provided a very broad picture of international trends such as growth in China, the 
international iron ore price, state issues and state forecasts, and linked those into what had happened in the state 
budget, where spending changes had been made and what we could expect in the future. As former Minister for 
Health, it was also interesting to note that, as I was aware, health expenditure as a percentage of state 
expenditure has been in the order of 24 to 25 per cent for decades; now we have moved up to 29 per cent. If the 
state government had received the income estimated for this financial year, we would still be at about 
25 per cent. Sadly, of course, the income was reduced by something in the order of $6 billion, and so the 
percentage of health expenditure has increased as it is impossible to significantly reduce that expenditure; in fact, 
it needs to continue to grow. It is clear that, with the overall position of the state budget, government needs to 
work in not only that area but also others to constrain growth and spending to what is affordable. I am very 
happy to present the budget briefing to the house. 

MR W.J. JOHNSTON (Cannington) [10.14 am]: I think I will be the only other member of the committee to 
speak on the briefing. The member for Victoria Park, the Deputy Chair, texted me this morning to ask me to note 
his absence, but he is now here! 

This minor report is very important. The process of formalising the budget briefing has been a good thing. The 
Public Accounts Committee has held these briefings for many years, but a couple of years ago we decided to 
formally table a report comprising the briefing and answers to questions taken on notice by Treasury officials at 
the time; I encouraged that idea in my inaugural speech. The budget briefing is a very important part of the work 
of the Public Accounts Committee; we certainly have not done any earth-shattering work during this term of 
government. To make this budget briefing even better, we could call in organisations that make pre-budget 
submissions. I am sure all members of Parliament are sent pre-budget submissions by different organisations. 
We could call those organisations in to ask questions about their pre-budget submissions, and subsequently hold 
hearings to get their reactions to the budget. That would expand the process of thought that goes into the budget. 

Treasury officials work hard to prepare the PowerPoint slides, but not many of us attend the session and we miss 
out on the information provided; it is now in the report for everyone to look at. I draw attention to page 17 of the 
report, where the reproduction of a slide shows revenue outlook, significant revenue writedowns and a figure of 
$14.7 billion. Treasury compared the expected outcomes for the periods 2014–15 through to 2017–18 with the 
2014–15 budget estimates compared with the 2016–17 budget estimates, and the gap in revenue is almost 
$15 billion. I understand, from an answer provided by the Treasurer, that if we take it from the 2011–12 or 
2102–13 budget, there was $17 billion in writedowns over the forward estimates from the 2012–13 budget. 
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I draw attention to that because if the state had had a more sensible projection on income, we would have ended 
up with more revenue than our projections, not less. If the recommendations of the member for Midland during 
the time she was shadow Treasurer had been taken into account, we would have ended up with significantly 
more income in the budget of Western Australia, not less. We would not have been in the position we are in 
today of having to panic and cut services. If we had done our budgeting in an appropriate manner, we would 
have ended up with cash in the bank, instead of being in the dire financial position we are. 

I draw the attention of members also to the slide on page 21 headed “Asset Sales Brought to book in 2016–17 
Budget”. That page shows that the Perth Market Authority sale proceeds of $136 million had an impact on net 
debt of $126 million. Interestingly, there is a little footnote that I do not think many people knew about. The 
footnote states that PMA was sold for only $125.5 million, because an additional payment of $10 million will be 
received in 10 years’ time, on 31 March 2026. Effectively, the purchasers of that facility have 
a $10 million interest-free loan from the taxpayer for 10 years. That is extraordinary. I am no accountant, but if 
we take discounted cash flow I reckon they are probably paying $5 million of that $10 million. 

Interestingly, at page 33 is Appendix Two, which includes responses to questions on notice and also records 
a question that I asked under the heading “Question from Hon Bill Johnston MLA”. Interestingly enough, I am 
not honourable.  

Mr B.S. Wyatt: Correct; not in any way, shape or form.  

Mr W.J. JOHNSTON: Treasury officials apparently thought I was. However, the report records — 

(1) Where was the net loss from the sale of the Perth Market Authority reflected in the 2016–17 
financial statements?  

That is explained and then the report continues — 

The revaluation change is reflected as a component of the $198 million estimate for the ‘change in net 
worth of the public corporations sectors’ for 2015–16 disclosed on the operating statement for the 
general government sector shown on page 205 of the 2016–17 Budget Paper No. 3.  

Page 205 is greatly liked by me and the member for West Swan because it shows the fact that the general 
government sector benefits from the ownership of government trading enterprises.  

I draw attention also to the significant component of the briefing from Treasury that starts on page 10 and runs 
over to page 14, so five pages of the presentation from Treasury is about the economic outlook in China. I think 
it is fascinating that the single largest component of a briefing of Treasury officials about the budget of 
Western Australia is actually a briefing about the domestic economy in China. That shows how we are just 
a price-taker in the world economy. That is exactly what the Labor Party has been warning people in this 
chamber about for eight years. I saw a quote from the Premier the other day, which appeared in the media I think 
in 2012, in which he talked about how the China boom was going to go on forever and that Western Australia 
was in an ideal position to really get in and make something out of this enormous wealth. In this report Treasury 
is pointing out that we are actually captive to the China economic story and on page 13 details the very 
significant increase in debt in China under the heading “Economic Outlook Spotlight on China: Demand not 
sustainable”. There is a little table that shows debt in the domestic economy in China and it states — 

Debt has been accumulating at a much faster rate than the economy can repay.  

Underneath that it then states — 

China’s property market is already plagued by over-supply.  

They are the problems that we have.  

I will finish by also noting page 7 of budget paper No 1, which of course is the budget speech, in which the 
Treasurer refers to the opportunities as he sees them in the sales of assets. After it states, “This is a real game 
changer, Mr Speaker”, the Treasurer continues — 

The repayment of the $11 billion in debt will represent around a 30% reduction in the net debt by the 
end of the forward estimates, and will reduce the State’s annual interest bill by hundreds of millions of 
dollars.  

I make the point that that is simply not true. Of that repayment of debt of $11 billion, $7.5 billion would be the 
debt held by Western Power, which is not paid for out of the taxes of Western Australia; it is not part of the 
general government sector. There would be only a very small reduction in debt servicing costs for the budget of 
Western Australia and, therefore, no improvement in the budget bottom line; in fact, selling Western Power, 
even with repayment of the debt will make the budget deficit in Western Australia go up. I also point out that the 
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income from the asset sale will not be included in the budget deficit; it will not change the budget deficit. The 
budget deficit, as we all say, is the recurrent expenditure of the state and an asset sale is not recurrent 
expenditure. 
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