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EXECUTIVE OFFICER REMUNERATION (GOVERNMENT ENTITIES) 
LEGISLATION AMENDMENT BILL 2015 

Second Reading 

Resumed from 12 November 2015. 

MR W.J. JOHNSTON (Cannington) [4.04 pm]: I rise as the lead speaker for the opposition. I let the Premier 
know that we will go into consideration in detail, but I understand that there is a nodding agreement across the 
chamber to get everything wrapped up by 6.00 pm; I am sure he will be very excited by that.  

The Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015 is welcomed by 
the Labor Party. As I said, we will look at a few things in the consideration in detail stage. This bill is needed 
because the government has allowed executive remuneration in government trading enterprises to get out of 
control. Most of the salaries in these organisations are subject to ministerial approval. It is clear that the 
government has done nothing to restrain the salaries of these executives so it is good that they come under 
a more regulated structure. It is interesting that the last time the Liberal Party took officers out of the Salaries and 
Allowances Tribunal, they were local government chief executive officers. In the 1990s, the Liberal government 
made the CEOs answerable only to elected councillors. Again, rates of pay in the local government sector 
ballooned. We are pleased that we are trying to overcome this problem that was created. As an example, 
according to the 2007–08 annual report, the CEO of Synergy earned $492 000 a year and in the 2015–16 annual 
report, the CEO earned $595 498 a year, which is over $100 000 extra. That is an increase over that period of 
about one-and-two-thirds the average wage in Western Australia. Interestingly, the chairman of Synergy is not 
covered by this bill and their salary has gone from $114 000 to $603 230 a year. It has gone up by almost 
$500 000 over that period. Clearly, still more needs to be done in this space and we will look at that when we get 
to the consideration in detail stage.  

It is important to have a proper process for setting the salaries of senior employees at government trading 
enterprises because there is a process by which salaries are bid up unreasonably, particularly for incumbent 
executives. In the ordinary public sector, if a salary is to be significantly increased, this usually occurs through 
the reclassification of an office in the public service. That will mean that the office is subject to a competitive 
employment process and the incumbent would not necessarily get the reclassified position. However, in trading 
enterprises, salaries are often bid up for reasons known unto the board of the GTE but the incumbent does not 
have to compete to prove that they are the best person for the job. Clearly, that is a suboptimal outcome.  

Benchmarking to the private sector is another issue. Government trading enterprises are not private enterprises 
and their salary arrangements should not reflect the private sector. They should be benchmarked internally to the 
public sector, not externally to outside organisations. Of course, people work in jobs not just for the money. 
Working in public sector organisations delivers other benefits that do not need remuneration through wages, 
including the fact that a person is performing a public service. That is quite important. Focusing remuneration of 
senior executives within the public sector to the public sector will also create an opportunity for unreasonably 
high salaries in the private sector to be held to account. There is now an improved process to approve 
remuneration in private companies that are registered under the Corporations Act. If there is a significant vote 
against the remuneration report in two successive years, a company’s board can be spilled. That brings greater 
accountability because often the bonuses that are paid to people in executive positions are easily achieved and do 
not require anything more than ordinary work by the person to achieve them and therefore the higher 
remuneration. Indeed, it is often said that executives have a more tenuous employment position in that they are 
more easily dispensed with by the employer if there is a falling out. When an executive in a corporation 
registered under the Corporations Act 2001 or a senior executive of a government trading enterprise is paid 
out—except in very extraordinary circumstances—they get very generous termination benefits which, of course, 
are not available to other workers in the community who are also held to account. When a person in an ordinary 
position is sacked for not being able to do their job, they might get their legal entitlements, but that is the end of 
the discussion. However, a person could be sacked from the executive level for, effectively, incompetence and, 
firstly, their reputation is protected because they are allowed to resign. A press release comes out stating that 
so-and-so is pursuing new opportunities, but everybody knows that they did not do their job properly and were 
given the flick. Secondly, they get paid out generous resignation benefits that are not available to the general 
community. This issue is important. It is not only a social good to have more fairness in society, it also creates an 
economically superior outcome. Most research states that the economy performs better when the gap between 
rich and poor is smaller. It should be—and properly is—a policy objective not to unreasonably restrain private 
incomes, but rather to ensure that people working for corporations do not earn an unreasonable level of income. 
When people come to me to talk about the Liberal Party’s idea of selling Western Power, one of the things that 
many of them say is that if Western Power were to be privatised, there would be a significant number of job 
losses for low and moderately paid middle-income people but, at the same time, the executives at the company 
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would get much larger salaries. Those people tell me that that is another reason they oppose the Liberal Party’s 
idea of selling Western Power. Clearly, that would probably lead to unrestrained increases in salaries — 

The DEPUTY SPEAKER: Carry on, member for Cannington. 

Mr C.J. Barnett: I’ve got two ears. 

Mr W.J. JOHNSTON: I am sure that you do. It is just that the member was speaking quite loudly. 

Mr C.J. Barnett: Okay. 

Mr W.J. JOHNSTON: We all talk in the chamber. I am not objecting to somebody talking in the chamber—just 
not loudly. 

As I said, one of the issues that people raise with me is that if Western Power were privatised, we could end up 
with very high levels of pay for its executives and at the same time there would be job losses in the ordinary 
workforce of the company. People say they believe, and I think they are right, that that is one of the unfair issues 
surrounding the Liberal Party’s idea of privatising Western Power. I point out to people that the best solution for 
that problem is to vote Labor at the 2017 election because that would make sure that Western Power is not 
privatised and we can continue to have some say over the high salaries of the executives of the company. Indeed, 
we need to have a look at the salaries of the chairs. I note that the salary of the chair of Western Power in the 
2007–08 annual report was $131 308 for that year; the chair’s pay this year is $132 000. That means that the 
chair of Synergy gets paid more than four times more than the chair of Western Power, yet Western Power is 
three times larger than Synergy. It seems to be the wrong way around. People would expect the larger company 
to pay its chair the higher remuneration, not the smaller company. Synergy is paid $320 million in round figures 
to cover its operational costs. That is not counting all the other subsidies that are paid to Synergy, just its 
operational subsidy. However, no subsidies are paid to Western Power. Last year, Western Power produced 
a $400 million dividend that came back to the government on top of all the other payments that were made to the 
government, including over $50 million paid to the government for the loan guarantee fee for the debt held by 
Western Power. 

A range of issues need to be looked at regarding the Executive Officer Remuneration (Government Entities) 
Legislation Amendment Bill 2015. Although we welcome what the government is doing to restrain the 
out-of-control wages being paid by the current government to these GTEs and to bring them into a regulated 
structure so that we can get away from those problems, the opposition says that we should go further. Of course, 
if the Labor Party were to come to government, perhaps we would not need to restrain the board payments 
because the Labor Party would not make these excessive board payments. At the time of the Verve Energy–
Synergy amalgamation, one of the reasons put to the opposition that we should support the amalgamation was 
that there would be only one board and that change would create a saving. However, in 2015–16, the total 
remuneration of the board of Synergy is actually more than the two boards of Synergy and Verve prior to the 
amalgamation. Even though there is only one board, the costs have gone up, not down. Given that we got rid of 
one board in its entirety, it is extraordinary that the cost of the current board is actually higher than the cost of the 
two boards. That was one of the major points made by the government in support of amalgamating Verve and 
Synergy. It is just another example of the policy failure of the Liberal–National government. 

I was amused at the number of times in question time that government ministers and the Premier said how good 
it was that the Labor Party is only four per cent in front on the current published polling. In my whole life, I had 
never heard a government celebrate being four per cent behind an opposition. I was the state secretary at times 
that the Labor Party was behind the Liberal Party in polling. I never thought anybody on the Labor side would 
ever celebrate that situation. 

Mr C.J. Barnett: I made the point that it’s getting closer. 

Mr W.J. JOHNSTON: Getting closer—what was the result at the last election? I thought the Liberal Party beat 
us at the last election! If we are ahead, does that not mean that we have actually improved? It is interesting; 
I have heard this argument that the change from being eight points behind to being four points behind is 
somehow about the Liberal Party closing in, but if we go back to the previous — 

The DEPUTY SPEAKER: Member for Cannington, can you please direct yourself to the bill. 

Mr W.J. JOHNSTON: I am; I am talking about why the Labor Party is supporting the bill. This is the second 
reading debate and this is about the remuneration of executive officers. I have made the point that we were 
promised this benefit from the merger of Verve and Synergy, and I am just pointing out that we have not seen 
the outcome that we were promised. I am foreshadowing that when we get to the consideration in detail stage, 
we will ask some tough questions of the Premier about this issue. I am making the point that that is probably 
why there is this gap in the poll: it is the failure of the government to deliver on its promises. As I was saying, 
I am surprised that the government would somehow think that a movement that is within the standard error of the 
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poll—people can read it on the Newspoll website—is to be celebrated. It is also interesting that the Premier’s 
personal approval rating in that Newspoll is at the lowest level in the history of the state. 

The DEPUTY SPEAKER: Member for Cannington, will you please direct yourself to the bill. 

Mr W.J. JOHNSTON: I am indeed. As I say, in deciding whether the Labor Party supports the 
Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015—we are going to 
support it—we were very amused at the Premier’s commentary around the Newspoll. The Newspoll indicates 
that the Premier — 

The DEPUTY SPEAKER: Member for Cannington, I am going to call you. That is your third call. I have asked 
you to direct yourself to the bill. 

Mr W.J. JOHNSTON: I am. 

The DEPUTY SPEAKER: You keep talking about something that is not relevant to the bill. 

Mr W.J. JOHNSTON: It is relevant to the bill. 

The DEPUTY SPEAKER: I am calling you for a third time. 

Mr W.J. JOHNSTON: With respect, Deputy Speaker, I am talking about the Labor Party’s response at the 
second reading. 

The DEPUTY SPEAKER: Yes, and then you stray into things that are not relevant to the bill. Can you please 
direct yourself to the bill. You are on your third call. 

Mr W.J. JOHNSTON: That is fine. The Labor Party is making up its mind whether to support the 
Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015. In his speech, the 
Premier talked about the benefits that will flow from passing this legislation. The Labor Party is having a think 
about that. We are judging his words. He said — 

As members will recall, I indicated in my statement to Parliament in February this year when outlining 
the government’s legislative and policy priorities for 2015 that legislation would be brought forward to 
give the independent Salaries and Allowances Tribunal … 

If it clarifies this, Deputy Speaker, I will move a second reading amendment. In that way it will clarify this, 
because then there will not be any position for anybody to argue. I will move that in supporting the second 
reading of the Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015, the 
chamber notes the Premier’s comments in question time regarding Newspoll. I foreshadow that as an amendment 
that I will move later in my speech. In that way, I am addressing my foreshadowed amendment and that then 
should assuage any problems we have in allowing me to address the bill. If that is fine, that is what I will do. 
I foreshadow that as an amendment and that way it removes any doubt that I am sticking to your ruling, 
Deputy Speaker. I do not want to canvass your ruling; I would never do such a thing. It does, therefore, 
accommodate what I am trying to get at. In foreshadowing that amendment, the point I am making is that we 
should look at that Newspoll. I have no idea what will happen at the next election. It may well be true that the 
Liberal Party is returned to office and that I remain on the opposition bench. None of us knows what the result 
will be. But I am shocked that a Premier would talk about polling that shows that his personal approval rating is 
now at net minus 30 per cent. That means 30 per cent more people do not like the job the Premier is doing than 
those who do like the job he is doing. That is unprecedented. That has never happened before. We know from 
that Newspoll that Hon Mark McGowan, the member for Rockingham, is way ahead on the question of preferred 
Premier, as he has been for years now. The personal approval rating of the Premier is at the lowest level ever. In 
fact, there is a great table on the Newspoll website that tracks the personal approval ratings of the holders of the 
offices of Leader of the Opposition and Premier back to 2005, I think. I tweeted it the other day. It shows that the 
current Premier is the least popular leader of a party in Western Australia over all that time. Even Paul Omodei, 
Matt Birney and Troy Buswell were more popular than the Premier. 

Mr C.J. Barnett: So how come I am Premier? 

Mr W.J. JOHNSTON: The Premier would have to ask his party room. He had the vote and he won. 

Mr C.J. Barnett: No; it was because the people voted for me. 

Mr W.J. JOHNSTON: Yes, in 2013, but we do not know what will happen in 2017. I agree; I have no idea 
what the election outcome will be. The only way the Labor Party will win that election is if we continue to 
present a strong case for change. We need a fresh approach in this state. We have to get rid of the tired 
government we have here. We have to get rid of the unpopular Premier who has run out of steam. We need all 
those things to have any chance of building this state for the future. That is why I was surprised that the Premier 
would even raise Newspoll during question time. It was a shock to everyone that that was the path he wanted to 

 [3] 



Extract from Hansard 
[ASSEMBLY — Tuesday, 8 November 2016] 

 p7659c-7679a 
Mr Bill Johnston; Ms Rita Saffioti; Mr Peter Tinley; Mr Colin Barnett 

go down. There has always been a saying: you never comment on polling because tomorrow it will be different. 
We do not know what it is going to look like, so why would he invite that discussion? I am very amused and 
I cannot believe that his advisers would have told him to welcome being way behind in the polls and that he 
should be talking about that. It is bizarre. 

We know that one of the reasons the Liberal Party is behind in the polls is that the people of Western Australia 
are rejecting the sale of Western Power. They know that the sale of Western Power would overturn the Executive 
Officer Remuneration (Government Entities) Legislation Amendment Bill 2015, which seeks to restrain the 
salaries of the executives of Western Power. Yet, if we pass this legislation, those constraints will be thrown 
away. Why would the government do something that it does not want to implement? It is proposing to pass this 
bill and then throw it in the toilet. It wants to sell Western Power because it has got itself in a frightful mess. It is 
definitely deeply bizarre. 

As I say, we are keen to go into consideration in detail. We will consider some answers and we might move 
some amendments during consideration in detail. I know that some of my colleagues want to say a few things, 
because it is important legislation and we want to have some controls over the salaries that are paid to these 
office holders. We look forward to going into consideration in detail so that we can have that discussion. 

MS R. SAFFIOTI (West Swan) [4.28 pm]: I rise to make a short contribution to the Executive Officer 
Remuneration (Government Entities) Legislation Amendment Bill 2015. I note the comments of the member for 
Cannington. We want to progress into consideration in detail. I understand that there was an informal agreement 
about getting through the second reading debate and going into consideration in detail, at which time I think the 
member for Cannington will make some further contributions. 

I think the member for Churchlands quoted Alanis Morissette’s Ironic. It is ironic that at the same time as the 
government wants to privatise our energy utilities, it wants to regulate them even more. It is quite an interesting 
issue. The government is saying that it believes it needs to control the salaries of the chief executives of the energy 
utilities through the independent Salaries and Allowances Tribunal process, while at the same time it wants to 
privatise them, which means that it will have no control over salaries or anything to do with those utilities. 

The member for Cannington mentioned privatisation, and that goes directly to the bill because it is referring to 
utilities. I think the ports are also included. There are Fremantle port, Western Power and parts of Horizon. At 
the same time that we—that is the Parliament—are saying that we do not believe that chief executive officers 
should be paid exorbitant increases, the government is going through a process that will allow for the sale of 
government trading enterprises, and part of that will result in the heads of those organisations getting significant 
salary increases. I have sung some Alanis Morissette songs a few times in karaoke, but I never thought I would 
hear them being quoted in Parliament by the member for Churchlands. It was interesting that he mentioned her 
given the nature of the question and the party from which that question came—talk about irony! 

Mr W.J. Johnston: Five dollars a tonne. 

Ms R. SAFFIOTI: Yes. The clear point of difference between the Labor Party and the current “alliance” 
government is that the Labor Party does not believe in the sale of the utilities that this bill refers to. The 
Labor Party does not believe in the privatisation of economic monopoly infrastructure. It is very clear that when 
monopoly infrastructure is sold, the economic impacts of that cannot be controlled in future years. 

I believe that the nature of some GTEs sometimes creates confusion between their commercial and social roles. 
Because of the way budgets are structured, GTEs are required to achieve a certain rate of return, and we expect 
competitive neutrality to be a part of that process. When a government asks an agency to undertake something 
that is sub-economic—that is, something that they would not undertake on commercial grounds—normally, 
a direct subsidy, commercial payment or community service order is paid to that agency. Increasingly, it is at 
times difficult to determine what is commercial and what is not, particularly when we look at infrastructure 
provision in parts of the metropolitan area and regional Western Australia. It is always a struggle, but the 
legislation that was set up to govern these entities tried to create the commercial nature for GTEs. They are 
required to pay dividends. They are required to pay tax-equivalent payments. 

Something that has been lost in the privatisation debate is that privatisation is also another part of the centralisation of 
revenue-raising power. When GTEs that pay dividends and tax equivalents to the state government are privatised, 
they will pay dividends but we will not really know where they are going. They will also pay income tax—that is, 
those big companies that do pay tax; there are not many of them—and that will go to the federal government. 
Therefore, when a GTE is privatised, we lose not only dividends, but also the access to those tax-equivalent 
payments. It is no wonder that the federal government encourages privatisation and refers to dividends. That was 
a policy in the past. Of course, states receive dividends if they privatise state-owned enterprises, because as a result of 
that privatisation, the federal government will immediately receive an injection of new funds because it receives the 
company tax that was paid by state GTEs and is now paid by the privatised company. 
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Mr W.J. Johnston: Do you know what? I was talking to a merchant banker about that, and they said, 
“Don’t worry. We structure the deal so nobody pays tax.” 

Ms R. SAFFIOTI: I suppose it is good to know that there is no centralisation of taxing power; it is just a loss of 
tax to the entire community. 

As I said, those companies that continue to pay tax, pay it to the commonwealth government, whereas currently 
they pay the tax equivalent to the state. Those tax equivalents change year by year, according to the deals done, 
but the legislation is in place and, under competitive neutrality, the companies are required to pay that tax 
equivalent. So, when an entity is privatised, more revenue is being sent straight to Canberra—and that is the key 
reason why I do not believe privatisation suits WA taxpayers. 

As I said, it is ironic that this bill provides for more regulation of heads of organisations while at the same time 
the government pursues privatisation. I understand some heads of agencies will not fall under that provision, and 
we might explore that a little more in consideration in detail. I understand that heads of government entities will 
fall under the State Administrative Tribunal; the GTEs currently do not. During the second reading debate there 
has been discussion about a number of quasi-GTEs—that is, off-general-government entities but technically not 
commercial trading enterprises—and we might explore that in more detail. 

The payment of heads of organisations is always a vexed issue for government, but when we think about it, this 
matter is really about the de-commercialisation of some of those bodies. Part of the commercialisation, or 
corporatisation, of GTEs is that they are to act as quasi-commercial bodies under direct government ownership 
with boards. The board has power over the salaries of those bodies. We have witnessed exorbitant increases and 
we, unlike previous oppositions in the past, have criticised some of those salary increases. The aim of the bill is 
to stop those increases, but, as a result, it will start to pull back some of the commercial aspects of the GTEs. 
How that will impact the operation of the entities will be the subject of further analysis. However, it will in 
a sense pull back some of the commercialisation and corporatisation of many of these utilities. 
As I said, the key point of many GTEs is that they provide essential services. We saw that with the privatisation 
of Westrail Freight in 1999. Once monopoly infrastructure is privatised, it cannot be controlled no matter what 
guarantees are given. It does not matter what initial guarantees are given, because ultimately future governments 
do not deal with the initial owner; they deal with the fourth, fifth or subsequent owners. Guarantees that are 
made about price and services are never held because companies have particular motives. That is not a criticism; 
it is just what the private sector does. Private companies have particular motives, roles and responsibilities to 
their shareholders. They have to act to maximise commercial profit. If that means closing or attempting to close 
sub-economic infrastructure, that is what they do or that is what they will attempt to do, because that is what they 
are tasked to do by their shareholders. What I find quite irritating about privatisation is that governments 
privatise and then 10 years down the track say, “That nasty private company went and did that.” That nasty 
private company is doing what its shareholders have tasked it do. If we want to retain ownership or we want to 
have non-commercial infrastructure of services funded, taxpayers either have to either fund that directly or we 
have government ownership. 
Ultimately, government-owned entities do a level of cross-subsidisation. I am sure that if all the rail lines were 
still owned by the government, tier 3 would be still open and they would be subsidised by the more economic 
lines—that is, what is classed as tier 1 or tier 2. I refer to the very economic tier 1 main lines in particular. 
Government ownership allows us to do that. Under private ownership, companies go through the infrastructure 
classes and look at those that are not performing or meeting their hurdle rates of return. If we look across the 
energy network, I am sure that many parts of infrastructure provision in regional Western Australia and the outer 
suburbs would not meet a hurdle rate of return. If the energy network is government owned, there is always 
a level of cross-subsidisation, but the private sector does not accept that and it does not do that. The private 
sector goes through every class of infrastructure to see how it can maximise return, and when it cannot, it seeks 
to close it. When Westrail Freight was sold, commitments were given for a $400 million improvement to rail 
lines in regional WA and that rail would take on and beat road transport and become a “revolution”, I think it 
was. Words like “a revolution in rail transport as a result of privatisation” were used, but what we have seen is an 
increase in costs and arbitration systems. Another feature of monopoly infrastructure is access rights and price. 
The process is very convoluted and it takes a long time. We saw this happen with the Dampier to Bunbury 
natural gas pipeline and the rail lines. These arbitration processes go on for years. Sometimes it stifles 
investment—we saw that happen with the pipeline and with the rail lines—and we do not see capital investment 
because an outstanding legal process is underway. 
Mr C.J. Barnett: The pipeline’s been duplicated with no cost to taxpayers 
Ms R. SAFFIOTI: We all know that it was a bit late in its expansion, because there was a many-year debate 
about the guarantees given when the pipeline was sold. Was it a $1 tariff guarantee? Expansion was delayed for 
a number of years. We all lived through it. I remember that the then owners came to see us on a regular basis. 
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They told us that certain commitments had been made about the tariff. I know that there was a process to 
determine whether a commitment to a tariff was given. Remember, the pipeline was sold at a premium, and, 
later, that premium came back to haunt us through delayed expansion and significant price increases post that 
particular owner exiting the market. 
Ultimately, someone always pays for privatisation. I do not think Westrail Freight was sold for a large sum. 
Actually, a lot of Westrail Freight’s debt was transferred onto general government sector debt. Some money was 
recouped that they used as part of an election ploy called “Transform WA”. 
Mr P.C. Tinley: They didn’t retire debt. 
Ms R. SAFFIOTI: The National Party got a list of road projects for agreeing to sell Westrail Freight. 
Commitments were made about a $400 million expansion of the network, and about service and prices, but none 
of those commitments was delivered. As I say about privatisation, it is not the next two or three years that we 
should worry about; it is the financial and economic impact. We should worry about the economic impact, 
because, ultimately, there is always a trade-off between the price we get when we privatise and the inherent 
guarantees given, and the ability of the company to recover through its pricing regime. That is the key point. 
I will make some short comments about this bill. It is interesting that we are de-commercialising these entities at 
the time we want to sell them. It is a confusing strategy, and I have not quite got it. It is ironic, to quote the 
member for Churchlands quoting Alanis Morissette. We look forward to consideration in detail. 

MR P.C. TINLEY (Willagee) [4.44 pm]: I rise to make hopefully a relatively short contribution to debate on 
the Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015. The Labor Party 
supports the legislation with some qualification, I might add, by various members, particularly concerning the 
overall effect of government trading enterprises and the impact of GTEs. Considering the number of GTEs 
considered in this bill, it is worth looking at some of the history of why we established this separate form of 
public bureaucracy in order to give effect, by anyone’s reading of it, to a more commercialised footing for the 
entities and the operations of those entities that they have oversight and responsibility for. GTEs were first talked 
about in the early 1990s. This bill covers an ever growing number of GTEs formed over the years. I suppose the 
Gold Corporation Act 1987 might have established the first GTE, which then set the pattern running. Now, if we 
look at entities such as the port authorities, we see that the Fremantle Port, Southern Ports, Mid West Ports, 
Pilbara Ports and Kimberley Ports Authorities are all included as GTEs. 

Although it is good to see that we are trying to put some controls on chief executive officer salaries, I will pick 
up on where the member for Cannington ventured. He said that these entities are not private organisations in the 
full context of private sector commercial operations principally because of the nature of their activities. The 
difference is that they are run for a public good; they are not run for shareholder benefit in the strict commercial 
sense as a listed agency. In fact, one would wonder whether there could even be an entire different class of 
investor share across the country if we suddenly created a different equity or derivative equity around GTEs. As 
there are very many of them around the nation, we could probably get a second board going. I read the 
“Financial performance of government trading enterprises” research paper put out by the 
Productivity Commission, which, I might note, put out the last report I could find in 2008. The Productivity 
Commission ran a pencil over all the GTEs or the known ones prepared to participate with it—that is, 
86 government trading enterprises across the country. One reading of that in a purely commercial sense, which 
underscores my point that they deliver a public good and not a shareholder return, shows that they are less than 
profitable and would not exactly attract a great deal of investor confidence. Two-fifths of the GTEs in the 
reported period had declining profits and 14 of the GTEs reported losses. The return on capital is the more 
important point. The return on assets above the risk-free rate implied that an even greater proportion did not earn 
a commercial rate of return above the risk-free rate of return. Again, 12 of the GTEs failed to achieve a positive 
return on their assets as well. Therefore, it is not exactly an investor class that one would put a commercial prism 
through and say that it has delivered any commercial return. There is a very good reason for that. It is simply 
because GTEs are established for purpose of a public good of which some form of public subsidy may or may 
not be required. As the member for West Swan said, cross-subsidisation is something that is entirely available to 
a GTE and it is not available to the private sector. A CEO of a private sector company, particularly a privately 
listed one, would find it difficult to convince the board of any need for that sort of social good. 

I raised that issue because when we come to talk about CEO salaries, which is effectively what we are talking 
about with this legislation, it appears to me that the level of remuneration in some GTEs is almost in line, some 
would argue that it is in line, with publicly listed companies—that is, in the order of $500 000 and $600 000.  

That is fine. I am not arguing about the total dollar amount; I am talking about the fact that the remuneration 
should reflect the risk and the return. The CEO of a privately owned company or a publicly listed company has 
a responsibility to shareholders for profit, but government trading enterprises such as the Water Corporation, 
electricity authorities, the ports and those sorts of organisations are responsible for only one side of the balance 
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sheet—that is, cost control. Sure, there is resource allocation through the amount of available funds they have, 
but the rest is about how they control costs. Quite often the pricing—that is, the revenue side of the equation for 
which they have responsibility—is dictated to them through the Economic Regulation Authority, for example, 
for the various price setting arrangements. The responsibility for revenue raising that a private company would 
have does not fall on the CEOs of these organisations. Obviously, they are required to make submissions in the 
usual budgetary process through their board and their minister to ensure they have enough operating funds 
and/or funds for capital works, and that gets allocated through the normal budget process of a state, but they are 
no more responsible for sales, which in the private sector underscore the revenue side of the balance, than any 
other public sector leader. The people who lead organisations such as the Planning Commission, for example, or 
those in the health system are, again, not responsible for revenue. They are not responsible for the input of profit 
that a normal publicly listed or private company would be responsible for. I think it is very important when we 
look at how these bands are set for the CEOs of these GTEs that we do not get confused. I suspect that the 
premise of the entire bill, or the amendment to the act, was driven by the idea that boards have somehow allowed 
CEOs to run on and try to find some form of alignment with the private sector when setting the remuneration of 
a CEO of a GTE. It is important that we put in some checks and balances. The concern I have about the bill—
I will not bother trying to find the example; we will come to consideration in detail and tease it out there—is that 
when bands are set, as has been done with CEOs of local government authorities, there is the temptation and risk 
in the operation of those bands that the State Administrative Tribunal might have a bias towards elevation into 
a band depending on its discretion. In consideration in detail I will be very interested to find out the levels of 
discretion and/or control that SAT has for the band allocation for a particular CEO. Will it be by the straight span 
of control that the CEO has? Will it be the span of the public sector that the GTE occupies; in other words, are 
they in competition with anybody else, such as another GTE? That is unlikely, but certainly it could happen in 
the private sector. Do they have to have those competitive behaviours consistent with private ownership of 
a company that will therefore attract a certain type of person with a certain level of remuneration that is attractive 
to them? I will be very interested to see the criteria by which the bands will be identified and allocated. That is as 
much as I want to talk about in relation to this bill, highlighting the fact that GTEs in themselves are not 
necessarily commercial. I find it surprising that the Productivity Commission was unable to continue its annual 
review of the financial performance of government trading enterprises from 2008 onwards. It is unfortunate, 
because it is a further decline in or degradation of the benchmarking. 

Another point that the member for West Swan talked about was that quite often we can see GTEs as the 
precursor to privatisation. We do not have enough time this afternoon to go through in detail the reasons for the 
establishment of a GTE—that is, the rationale for the set-up of each and every one of those agencies. It has been 
a feature of a lot of jurisdictions across Australia, and probably globally, to consider the establishment of GTEs 
as that of an organisation that would be fit to privatise. That is fraught with danger. There is a significant body of 
evidence that an isolated market such as Western Australia, which is not part of a networked organisation 
domestically or internationally, cannot tolerate too much privatisation. I am talking about the fact that when 
there is a monopoly, we have to be very careful what we do with it. The member for West Swan outlined the 
issues of Westrail Freight or the grain freight network. I have raised the issue in this place and we have had 
parliamentary inquiries into it. It is a very good case study of what happens when something of which we have 
only one is privatised. Westrail Freight, or grain freight rail, as I call it, is a very good example of de-risking 
investment and involving a profit-making organisation—in this case Babcock and Brown—which acquired at 
a fairly reasonable price a direct investment in a monopoly infrastructure project, which is manna from heaven 
for merchant bankers. The organisation simply looked at the asset and asked how it could increase its value. It 
separated the below-rail and above-rail operations, squeezed those assets and then sold them off. Now a publicly 
listed company operates the rail for pure profit, not public good. It closed down its tier 3 rail and cost shifted 
onto state roads the requirement to shift grain to the same bins that were in the fully extended areas. I think that 
is a very good example of how not to do privatisation. It is dumb infrastructure; I do not have a problem with 
that. My concern with privatisation is that when a profit motive is inserted in the delivery of a human to human 
service, we are asking for a reduction in the quality of service or an increase in price to the public sector. Prisons, 
health and those sorts of services are very bad places to insert the profit motive. Again, this is not a criticism of 
Serco, Brookfield Rail or any of those sorts of organisations. They are doing something entirely predictable; they 
are making profits for shareholders and they are very transparent about it. A line manager of one of those 
organisations is always quizzed at their quarterly managers meetings about one or two things: how they are 
reducing costs or how they are improving profitability—often they go hand in hand. If the company’s operation 
is the delivery of a human service, somebody suffers, typically the taxpayer at both ends—that is, the client and 
then the state in terms of the cost. When it comes to pretty simple, dumb infrastructure, there is a place for 
private investment, but not when there is a monopoly. If a government intends to divest a monopoly, it wants to 
be extremely careful about what it is writing out in terms of future flexibility for the use of that asset. The grain 
freight rail is a very good example of flexibility being lost, and, in my view, the capacity to grow the agricultural 
sector has been significantly impinged by the fact that unprofitable rail was closed down—not uncommercial, 
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but unprofitable—with a failure to invest in maintaining the below-ground rail. Some would also argue that the 
organisation responsible is overly competitive in the way it allows access to that rail. When the ERA has to put 
in a pricing mechanism, it is not really helpful and it takes a long time for the negotiation to come to book. 
GTEs, which are dealt with in this bill, are good examples of how government intention and policy on both sides 
has, in one form at least, that being CEO salaries, gone a little bit off track. 

When we sit in this chamber or the other chamber quizzing the various departments and agencies during 
estimates hearings, I find it really interesting and muse in the more boring parts of those estimates hearings about 
the minister’s salary and their exposure and responsibility and the salary of the CEO of the organisation for 
which they have oversight. I do a mental calculation if I do not have the numbers right in front of me. The CEO 
may be on a salary that is three or four times the salary that the minister earns. A good minister earns that 
money. This is not a critique of the relative salaries of ministers to CEOs. I reiterate and finish on this point: it is 
a self-evident fact that CEOs are responsible for cost controls and resource allocation and not the high-risk event 
of profit-making or revenue-raising to deliver. 

Mrs G.J. Godfrey: What about RWWA? 

Mr P.C. TINLEY: Yes, I am sure there are always exceptions. I am not deeply invested in understanding 
Racing and Wagering Western Australia in the sense of revenue-raising. I suggest I do not have the level of 
expertise to answer that question, but one would argue that on the surface of it, from what I can see from a long 
way back, RWWA has been somewhat complacent in adjusting itself to an industry that has been disrupted by 
technology. Where was it when it could have been advocating for changes to its own legislation, if it was 
needed, or ministerial oversight in relation to how it adapts to technology? Now it has been overtaken. Why did 
it not push harder into those areas? I do not know. But it seems to be a failure of leadership or governance on 
some level from those organisations. 

On that note, I look forward to the consideration in detail stage. 

MR C.J. BARNETT (Cottesloe — Premier) [5.02 pm] — in reply: I thank members opposite for their support 
of the Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015. I appreciate 
that we had a relatively short second reading stage. Most of the comments were about privatisation and I guess 
that is a live issue and has been an issue all through my political career. I do not agree with all the points made 
about that, particularly when members distinguished between a public good and a private good. I will not revert 
to economic theory in responding to that. 

The issue is that for government trading enterprises and the obvious ones such as electricity, other utilities, the 
ports and the Water Corporation, as a minister, we invariably get a push for higher board fees. Board members 
will look around and say, “In the private sector, an entity of this size would command a higher board fee.” That 
is probably true. I have noticed a bit of a pattern in which the board members will give the CEO a bigger pay rise 
and the CEO will tend to then say that the board members should be paid more. There is one classic difference. 
I think the member for Willagee was referring to that. By definition, a GTE is a government trading enterprise. 
Ultimately, if something goes wrong, which can happen in any business, the responsibility for dealing with the 
public opinion debate falls back to the minister and the Premier and government of the day. It is quite different. 
We will find that in any debate about GTEs, it is not usually the CEO or the board that answers public criticism; 
it is the minister. Also, although the board has the responsibility for running the entity, it does not have the 
responsibility for looking after shareholders and their interests. I think there is quite a significant degree of 
difference between a government trading enterprise and an otherwise equivalent private corporation. 

However, history shows that the sorts of businesses governments should own changes over time. It is a moving 
feast. In days gone by, the Western Australian government owned hotels. I think at one stage it even owned 
butcher shops. I am not quite sure about that; it might have been another state. All sorts of things have been 
owned by governments. In the 1990s, banks around Australia owned by both the commonwealth and state 
governments were privatised. I think there was an acceptance that governments should no longer be running 
banks. Some would argue that they still should. Also, in the 1990s, the state government privatised the 
State Government Insurance Office and I think people accepted that the government did not need to be in the 
business of running insurance agencies. I would argue—the member for Belmont may disagree—that the 
government should not be in the business of running betting agencies, either. 

We come to the major utilities, and members opposite talked a bit about public goods and private goods. I do not 
know whether that is the right distinction to make, in a sense. A public good is something else. The reality is that 
the GTEs, particularly electricity and water utilities, provide private goods. They are purchased by customers. 
They are not a public good. They are a private good. 

Mr P.C. Tinley: They are subsidised. 
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Mr C.J. BARNETT: That does not make them a public good. With respect, I think the term that the member 
should have used is that they provide an essential service. They are not public goods such as a park or a radio. 
“Public good” has a different definition. However, it does not matter. I understand the sentiment of the member. 
The government still has the responsibility for essential services. 

We have seen changes, and, indeed, the Labor government when it was in power did not oppose, for example, the 
private operation of public hospitals. Joondalup Health Campus is an outstanding success and the Labor 
government in its term renewed the contract for Ramsay Health Care to continue to run Joondalup. There has not 
been a great outcry about that. Some health issues surrounded St John of God running Midland Health Campus, but 
they were health issues and there was a debate about some ethical and moral issues as some might see them. The 
response in Midland is that the service provided has been overwhelmingly endorsed by the community out there. 
We can distinguish between, if you like, not the public good, but maybe the public interest and the role of an 
essential service; that is the distinction that we should make and not whether it is a public or private good as such. 

We are seeing a transformation in Australia now with a natural monopoly, which is a situation in which there is 
room for only one in the market. Something such as Western Power fits that category; generally, we will have 
only one distributor of power, although in some states, distribution to a household level is distinguished from 
high-voltage transmission over distance. The state government is going through an internal debate about 
Western Power; that is no secret. But the trend has been that utilities like Western Power in other states basically 
have been privatised and come under a national regulator. That would probably be the case in this state if 
Western Power is privatised. The point there is that the regulator of some of these utilities will set the price or 
the price increase against the asset base of the utility. That is the case whether it is government owned or 
privately owned. There is no difference. I would say that that is a step forward; it is a further progression of 
privatisation since the 1990s. We do not get that, for example, over the retailer—in this case, say, Synergy—for 
which the government essentially still sets the charges. But the government does not set the charges on 
Western Power; it is set by an independent regulator. Currently, it is the Economic Regulation Authority at the 
state level, but in the future, regardless of who owns Western Power, it will probably be the national regulator. 

They are essential services. We have other services such as transport authorities and ports and the like. The ports 
are generally profitable but public transport is not profitable anywhere in the world, probably with the exception 
of Hong Kong with its incredible population density. Those services get government subsidies, and the public 
interest test applies. This issue is about putting some check on the salaries of the senior executives of GTEs 
because I think boards have tended to be too generous and too inclined to get management consultants to 
compare salaries across like private organisations. I do not think they make sufficient allowance for the differing 
levels of responsibility. By that, I mean GTEs do not have an ASX or shareholder responsibility; they have only 
one shareholder and that is a government that does not take the same sort of view as private shareholders. It is 
appropriate to have the Salaries and Allowances Tribunal come in and set bands as a guideline. 

I also make the point that a number of organisations that we might think of as government owned but trading 
independently of government are not included under this act. That includes groups such as the 
Lotteries Commission, which comes under the Public Sector Management Act, and other organisations, such as 
the Forest Products Commission, the Gold Corporation and others, are already scooped up because their CEOs 
are public servants and are treated under the Public Sector Management Act; therefore, the Salaries and 
Allowances Tribunal is involved in remuneration. 

Most of them do fit the category of a government trading enterprise. They come under the scrutiny of the 
Salaries and Allowances Tribunal only if it is prescribed by the responsible minister—who is usually the 
Premier, as it is today—but I expect that they would all come under it. Occasionally, there may be exceptional 
circumstances. An example of that would be something like the Gold Corporation. It is not by any means the 
largest GTE and many would ask why the government has basically a gold banking business. One reason is that 
it is highly profitable and the other reason is that it has legal tender status, which gives great credibility to the 
coinage produced and even to the collector items. If it were private, I would say it would lose that legal tender 
status and would lose value. A whole range of conditions are attached. 

A fair bit of mention was made about the privatisation of Westrail. I remember that back in the 1990s, I had 
a little bit to say about that. I did not agree with all my colleagues. Again, I think we need to think it through. 
There is a natural monopoly in Westrail, but it is not the rolling stock; the natural monopoly is the rail line and, 
probably more importantly, the rail reserve. A case could perhaps have been made for separating those two. 
When I was the Minister for Energy and the Dampier to Bunbury natural gas pipeline was privatised, I went to 
great lengths to ensure that the pipeline could be sold but the reserve—the easement—would always remain in 
state ownership, which it does. I think that distinction could have been made with Westrail. There may have been 
a slightly different result if that had been the case. The debate was more about privatisation, and I am sure that 
we will have further debates about it. However, I appreciate the support for this legislation. I think we need 
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a level of scrutiny and control over the salaries of executives of government trading enterprises. There is no 
doubt that they will be well paid. They run big organisations with large amounts of cash and large numbers of 
employees, and they have big public responsibilities. It is true that they have genuine independence over their 
commercial operations, but that does not mean that the government and the minister of the day do not exert an 
influence over policy. If members think that through, they can quite clearly distinguish those. 

A couple of comments were made about the position of Synergy chairman. The current chair of Synergy, held by 
Lyndon Rowe, is a full-time position, which is not normal. It is a full-time position because, in the first instance, 
Verve and Synergy merged to become Synergy, so two chairmen became one position. Also, more importantly, 
the position became full-time because of some issues that go beyond simply the commercial operation of 
Synergy to fix up some issues with the structure of the energy market. I expect the government will have a little 
bit more to say about that over the next few weeks. There are some very, very complex issues there, not least of 
which is the oversupply of baseline capacity, which is a legacy from previous years. Sometimes government 
trading enterprises have to deal with more complex issues outside their commercial operations. Another example 
is the Water Corporation, which has the job of more than simply delivering water. It has to be part of the 
planning of the water supply, water quality and a range of issues that broadly go into public policy. In looking at 
privatisation of GTEs, I do not believe there is one general rule we should apply. I think we have to look at each 
case individually before any decisions are made. 

I thank members for their support for the bill. 

Question put and passed. 

Bill read a second time. 

Leave denied to proceed forthwith to third reading. 

Consideration in Detail 
Clauses 1 to 3 put and passed. 
Clause 4: Section 4 amended — 
Mr W.J. JOHNSTON: I am sorry, Premier; I was not briefed on this bill because I did not realise I would be 
handling it in the chamber, so there is probably an easy answer. I wonder why this provision applies. The 
explanatory memorandum states that clause 4 — 

Updates definitional references in section 4(1) of the SAA Act to the “Chairman” and “member” of the 
Tribunal to reflect the Interpretation Act 1984 (in place of the Interpretation Act 1918). 

I do not know what that is all about. 
Mr C.J. BARNETT: Neither do I. I am advised that the Interpretation Act was changed in that intervening 
period. It is simply to update the section to make it consistent with the now new Interpretation Act. 
Clause put and passed. 
Clause 5: Section 7C inserted — 
Mr W.J. JOHNSTON: The definition of “executive officer” is stated. I want to confirm that this definition 
relates solely to schedule 2 and that I have not missed any other trick here. Is the definition of “executive officer” 
simply all the positions that are provided for in schedule 2, which is on pages 6 to 8 of the bill? 
Mr C.J. BARNETT: That is correct. 
Mr W.J. JOHNSTON: There are no other provisions relating to the definition that change that. 
Mr C.J. Barnett: That’s right. 
Mr W.J. JOHNSTON: I am happy with that. 
Mr P.C. TINLEY: Proposed section 7C(2) states — 

The Tribunal is to, from time to time as provided by this Act, inquire into and determine the minimum 
and maximum amounts of remuneration to be paid or provided to executive officers of Government 
entities. 

This is the point where there is banding. Please guide me if there is a further section; I could not quite see one. 
What mechanism determines how the minimum and maximum bands will be identified? That provision refers 
only to a single band, but how will they be broken up? 
Mr C.J. BARNETT: In practice, I think the mechanism would be if, for example, the chief executive officer of 
a government trading enterprise came up for a renewal of contract, the board would presumably approach the 
minister and seek advice on whether the contract should be renewed. Then, probably at the request of the board, 
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the minister would seek advice from the Salaries and Allowances Tribunal. That is the way it normally happens 
for a contract renewal. Sometimes it is difficult to recruit or retain a good person and, in that situation, instead of 
the minister sort of trying to second-guess, the board would recommend that it go to the SAT. The “time to time” 
would come at contract renewal or at the time of claims for an increase in salary. For GTEs, I hope that the 
Salaries and Allowances Tribunal would take some initiative of its own and start to lay down bands at different 
levels and categorise GTEs that fit within them. However, no doubt there will be exceptions along the way—no 
doubt about it. 
Mr P.C. TINLEY: Premier, on that basis, the discretion is with the Salaries and Allowances Tribunal. 
Obviously, the minister still has ministerial oversight, but we are not talking about that. I am very interested in 
these bands. What is the process by which the SAT will determine the bands? My second question is: if the SAT 
does determine the bands, I presume it has to publish its decision to declare it publicly. Can the Premier tell me 
what constitutes the normal SAT process? Does that set the running for other GTE bands? Will there be a band 1 
for GTEs with a prescribed set of circumstances, and I can mention the variables that might be in that? How will 
the SAT organise its bands? 
Mr C.J. BARNETT: Typically they would look at comparisons; for example, comparing government trading 
enterprises within this state with similar organisations, whether privately or publicly owned, in other states. They 
will probably also look at the market and whether there is a surplus or a shortage of executives. The State 
Administrative Tribunal will determine how wide the bands are set. It will settle down pretty quickly. A GTE 
would know that its CEO sits in a particular band. From time to time, I would expect that both the upper and 
lower limit of that band will move. I hope it will not move much above the inflation rate. We may well find that 
a CEO will move from one band to another as circumstances change. 
Mr P.C. TINLEY: Given that the premise in the amendment bill—the Premier can tell me if I am wrong—is the 
recognition that control over CEO pay has been biased too much towards the private sector and unrealistic 
expectations and the Premier is saying that the SAT is going to take into consideration the market of GTEs as 
a market comparator, if I can put it in those terms, are we not setting the benchmark at an inflated position? Are 
we not saying that the norm has been established and that everything will increase from there? Is there any 
circumstance in a contract negotiation in which the SAT would say that it had formed the view that the CEO 
should go down a band or two? 

Mr C.J. BARNETT: It is unusual for someone’s salary to decline, so if there were an incumbent it would be 
unlikely. For example, we might get the CEO of a GTE whose role is diminished. For example, should the TAB 
be sold, the CEO of Racing and Wagering Western Australia is going to have a lesser job. That could be an 
example in which a salary would come down. That is a high-paid position for whatever reason. The Salaries and 
Allowances Tribunal would, and in my view should, look at directors general in major government departments 
as there is an element of comparability there. It is not so exact, but sometimes because a GTE is in a partially 
competitive market all sorts of claims will be made. The director general of Education is in the competitive 
education market, too, and I hope that the tribunal will take into account comparable levels of responsibility, 
with staffing and budget, in the public sector as well as the GTE sector. 

Mr P.C. TINLEY: Finally on this, the Premier used the term “should”, “I hope” and “could” on the remit of the 
SAT, but nowhere in this bill—I take the Premier’s guidance—is anything more substantive provided than 
a hope that the SAT will act in some way. Is there some other mechanism that the government has available to 
direct the SAT? 

Mr C.J. BARNETT: We will get to clause 8, which says that the Salaries and Allowances Tribunal has regard 
to economic circumstances at the time and to the financial position of the state government. 

Mr P.C. Tinley: They’re all going to get a pay cut! 

Mr C.J. BARNETT: Maybe, and maybe we will, too. That is a reality and it can be very difficult for 
government if a board of a GTE suddenly gives big pay rises that can have a spillover to the public sector and 
into the private sector. Taking into account economic conditions generally in the economy and the financial 
position of the state is relevant. If the bands got out of control, we would find that a government of the day 
would be talking to SAT and perhaps making amendments to the legislation. It is a bit of a fine line, because 
SAT is meant to be independent and if we give Premiers, ministers or the Public Sector Management 
Commission too much of a role, where is the independence? I think SAT does a pretty good job. Sometimes it 
takes a long time to reach its determinations, but generally it does a pretty good job. 

Mr W.J. JOHNSTON: I draw the Premier’s attention to proposed new section 7C(4), which I understand to 
state that a person who currently holds a position in one of these GTEs would continue to be entitled to their 
current salary notwithstanding that the SAT may make a determination of a different salary while the current 
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contract of employment is on foot. Let us say that a CEO has two years to go on their contract, and at the end of 
that two-year contract, if they wanted to stay on, they would have to accept moving into the band set by the SAT. 

Mr C.J. BARNETT: That is my expectation. The SAT would not interfere with a current employment contract, 
which typically would be for a term of five years, but when that contract comes up for renewal, I would expect 
they would fall into a band that could be higher, or arguably lower, if the responsibility has changed. 

Mr W.J. JOHNSTON: That goes on to my second question on this topic. Would the Premier expect the SAT to 
have regard to the existing salary for the position? One of the problems we have had is this bidding-up of 
salaries. If that then becomes the new minimum effectively, we are not actually restraining that bidding up. 
I accept that we do not want to set aside someone’s contract of employment. As a former union official, I would 
object to that for unionised labour and I would object to it for nonunionised labour. But the Premier would not 
want to necessarily argue that is the benchmark because a person currently gets it, rather than there being an 
assessment of the value of that position. I referred to the salary of the DG of Health as the example in which we 
constantly get this bidding, but whether that gets the state a better outcome is another question. If we are going to 
move to a new structure, surely we should start with the value of the position rather than the salary currently paid 
to the occupant of the position, if the Premier understands the difference. 

Mr C.J. BARNETT: I do understand. I expect that when a CEO’s current contract expires, the criteria would be 
the value of that position or the appropriate salary and not their current salary. That is the job to be done. That 
may produce some quite tricky issues and I imagine we will get the odd CEO who will say they will leave. I call 
it my “Uncle Vic” clause and if they want to leave, they leave. 

Clause put and passed. 

Clauses 6 to 8 put and passed. 
Clause 9: Schedule 2 inserted — 
Mr W.J. JOHNSTON: This is the schedule, and I asked the Premier specifically whether the phrase 
“executive officer” is only defined by the schedule. Clause 9 inserts after schedule 1 something interestingly 
called schedule 2, which is a very good thing to call the second schedule of the legislation. 

Mr P.C. Tinley: It’s handy. 

Mr W.J. JOHNSTON: It is very handy. Noting these definitions stand by themselves, we can therefore insert 
an additional office simply by inserting additional offices in column 2 in respect of any of the acts that are 
specified in column 1. That is what I am going to do. I move — 

Page 6, the table, the first cell in the second column headed “Column 2: Executive officers”, to 
insert — 

1 A person appointed under the Electricity Corporation Act 2005 section 8 as a member 
of the board of directors of the corporation. 

That brings into the remit of the remuneration tribunal all the board positions of all the corporations so that we 
do not have the situation in which the chair of Synergy is paid not only four times more than the chairman of 
Western Power, a company that is three times larger, but also two and a half times the salary of the minister, 
nearly twice the salary of the Premier and more than the CEO of the company, which is just bizarre. In 
particular, that is because the Premier outlined that the chairman, in a full-time position, has this broader 
objective beyond the needs of Synergy to look at the entire market that is being dealt with by the energy market 
review. That, of course, is not the role of Synergy. We should think about this: Synergy is a market participant, 
yet the chairman of Synergy is being given a role to look at questions related to the interests and activities of its 
competitors. That is simply bizarre. These duties should be carried out in the public service. It is not right. It is 
structurally wrong for the chairman of Synergy to do anything other than chair Synergy and look after the 
interests of Synergy. 

Mr C.J. BARNETT: In principle, I agree with that, but Synergy is in a process of transition. As I have said 
previously, part of that is the amalgamation of Verve and Synergy. Synergy is the dominant generator and 
retailer in the south west integrated system, but it also has to deal with a number of public policy issues that also 
directly impact on government. One of those is the renewable energy targets. That covers that line. If Synergy 
was a private company, it would still have to deal with that, but the government also has a responsibility in that 
area. The appointment of a full-time chair of Synergy is an unusual situation. It is not intended to be a permanent 
situation. I cannot say in that sense how long it will continue, but it is not intended to be permanent. That will 
revert to a more traditional model. It is an unusual situation, and I concede that. But there are some big decisions 
relating to renewable energy targets and the composition of fuel usage, which is particularly important to Collie 
in that regard, and there are issues about the mix of generation capacity and the like. This is why it is 
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a government-owned entity and probably will continue to be so. There are some big policy issues. The chairman 
is playing a unique role in overseeing the board, but also helping Synergy, the government and the responsible 
minister to deal with some major structural changes in the industry. I cannot think of any other way of doing it. 
I think that is the only way that that can be handled, but that process will come to an end. 

Mr W.J. JOHNSTON: That is the problem. Those are issues for government, not for a government trading 
enterprise. A government trading enterprise should be operating in the market; it should not be creating the 
market. I have been shocked to find when I have had briefings from the Public Utilities Office over the last 
number of years—I do not have my notepad with my notes from my last briefing, which happened earlier this 
year—that the Public Utilities Office has not provided any advice to government on the question of renewable 
energy targets, yet that seems to me to be fundamental to its operations. I do not understand how, for the whole 
of 2015, the Public Utilities Office could not have provided any advice to government on renewable energy 
targets. It is probably why only now, with 124 days to the election, the government is finally addressing the 
question of renewable energy. 

Mr C.J. Barnett: That’s not true. 

Mr W.J. JOHNSTON: It is true. 

Mr C.J. Barnett: It isn’t. We’ve built lots of renewable energy projects. 

Mr W.J. JOHNSTON: No; there have not been any. 

Mr C.J. Barnett: There’s Collgar for a start. 

The ACTING SPEAKER: Members! Through the Chair. 

Mr W.J. JOHNSTON: Seriously, that is a role for the Public Utilities Office; it is not a role for Synergy. It is 
certainly not a role for the chair of a company that is participating in the market to be involved in designing the 
rules for other participants in the market. 

Mr C.J. Barnett: No; it’s not designing the rules. 

Mr W.J. JOHNSTON: It is. 

Mr C.J. Barnett: It isn’t. 

Mr W.J. JOHNSTON: That is what the Premier said. Firstly, that is what the Premier just said in his answer, 
but also that is what the Treasurer has explained on a number of occasions. 

Mr C.J. Barnett: I never used those words. 

Mr W.J. JOHNSTON: Seriously! The chairman of Western Power was being paid $131 000 and change in 
2007–08, and currently the chairman is on $132 000. The chair of Horizon was on $103 000 and change and 
now the chair is on $108 000. It is admirable that Western Power has effectively had no increase over that 
period. Horizon had a very minor increase of a couple of per cent. The chair of Synergy’s pay has gone from 
$114 000 to $603 000. The role of the chairman of the board is in respect of the governance of the board, so 
leaving aside the fact that combining two boards into one reduces the total amount of governance, the 
combined total was $228 000 in 2006 and now it is $603 000. It is out of control and some control needs to be 
put back in. I went back and looked at the Electricity Corporations Act. The chair is paid whatever the 
minister determines. That is exactly what has happened; the minister has determined a rate of pay that is based 
on the name of the person rather than the office of the person, and that is wrong. 

Mr C.J. Barnett: No. The position in Synergy at present is as a full-time chair, and that is a short-term 
measure. 

Mr W.J. JOHNSTON: When Verve and Synergy were amalgamated, there was a part-time chair. 

Mr C.J. Barnett: In both of them, and we now have a full-time chair. 

Mr W.J. JOHNSTON: No; after they were amalgamated, there was a part-time chair, who then resigned 
because he could not work with the minister—he put that in writing—as did three of the five board members. 
It took me two years to get a copy of that resignation letter because the minister fought my freedom of 
information request all the way to conciliation at the Office of the Information Commissioner, which was 
outrageous behaviour by the minister. If the argument was that it was difficult because the two companies 
were being amalgamated, the chairman of the company at the point of amalgamation would have been full 
time, but they were not; they were part time. The full-time chairman was appointed ages later—almost a year 
after the amalgamation. The amalgamation of Verve and Synergy did not lead to the appointment of a full-
time chair; that was much later. We should note that when the minister appointed the full-time chair, he said 
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that there would be a saving because the chairman of the Economic Regulation Authority would become part 
time. In fact, a full-time chairman has been appointed at the ERA, so there has been no saving, not that money 
could be saved at the ERA and then applied to Synergy. Leaving that aside, there was not a saving in that 
way. This is unreasonable. It is unreasonable to have an executive chairman. It does not matter what we call 
them; a full-time chairman is an executive chairman. We cannot have an executive chairman. 

Mr P.C. TINLEY: I would like to hear more from the member for Cannington. 

Mr W.J. JOHNSTON: We cannot have an executive chairman of a company like this. It is a confusion of 
roles. The role of the chair of the board of Synergy is to ensure proper governance of the corporation. Now 
that the Synergy chairman is involving himself in matters unrelated to the governance of Synergy, it has 
confused the role of that position. It is a bad decision and we need to overcome it. 

I also asked a question about proposed section 7C(4). I make the point that the inclusion of this provision will 
not impact on the current chairman of Synergy. The specific reason I asked about it is the savings provision 
that is included in the bill. Although I think it is completely wrong and inappropriate—I said in the media at 
the time of the appointment that it is not a criticism of the person; it is about the role—this allows the role of 
the chair of the board of Synergy to become confused. The government is constantly coming up with different 
reasons for the appointment of a full-time chair. Indeed, that is why the former chair resigned. The former 
chair said that it was wrong to have an executive chairman of a large company. If this company was a gold 
explorer or a family-owned furniture business, we could understand it having an executive chairman, but it is 
not. It is a multimillion-dollar public corporation. It is appropriate to have high levels of control and proper 
processes on the board. Having a full-time chairman is a huge error. It is bad practice. When we look at any of 
the organisations that provide advice in this space, we find that they all say that we should not have executive 
chairmen in large organisations. It is a bad decision, particularly because we cannot get a straight answer from 
the government on what is being done by the full-time chairman, and certainly when the argument is that they 
are somehow playing a broader role in the structure of the industry when they are the chairman of Synergy. 
That should be their job; that is what they are there for. If they are providing some public service role, that 
should be in the Public Utilities Office. There is plenty of opportunity for that. Gee whiz, members need only 
to look at the number of consultants. I noted today, courtesy of the member for Girrawheen, that we paid 
$1.5 million to Rothschild–Deloitte for financial advice on the sale of Fremantle port and Utah Point. It is not 
as though the government has a lot of money to throw around on additional advice. This is a wrong decision. 
This amendment is an opportunity to fix that. It will not impact on the current incumbent; it is only for the 
future. But it is the right decision to allow these things to be properly regulated rather than having the minister 
approve $600 000 to pay a person to do a job and then the minister cannot tell us what it is that they expect that 
person to do. 

Mr C.J. BARNETT: I acknowledge the point the member makes. As I said, this is a transitional arrangement 
because there are a number of big issues that affect Synergy very directly, and only Synergy really has the data. 
In government we do not live in an ideal world. Some people in this chamber—I am not referring to the member 
opposite—in my view have a very naive view about the role of ministers. We cannot simply step back and say, 
“I’m the minister. I don’t get involved in that.” I can tell the member, having spent most of my career as 
a minister — 

Ms M.M. Quirk: Most of your ministers say that all the time. 

Mr C.J. BARNETT: Having been a minister for — 

Ms M.M. Quirk interjected. 

The ACTING SPEAKER (Mr N.W. Morton): Member for Girrawheen! 

Mr C.J. BARNETT: There is no point. If she is going to be rude, I am not going to answer the question. 

Mr W.J. JOHNSTON: This is a very important issue. We need to bring the chair and the board of the electricity 
corporations under the purview of the Salaries and Allowances Tribunal. The whole purpose of the bill, as set 
out by the Premier in the second reading speech, is to put the brakes on the boards of GTEs paying these 
executives unreasonable levels of income. The highest paid person in the GTEs is the chair of Synergy. If we 
need to put a brake on the CEO’s salary, surely we need to put a brake on the person who gets paid more than the 
CEO. I can tell the Premier that when I talk, as I do regularly, to people in the sector—that is, the workers in 
Western Power, Synergy and Horizon—they raise these issues. It is one of the issues that concern them greatly 
about the potential privatisation, because they tell us to look at what happened on the east coast. When these 
entities are privatised, salaries go up, not into the hundreds of thousands but into the millions. This is an 
appropriate amendment to put a brake on the salary that has got most out of control—that has gone up by 
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400 per cent. Synergy’s CEO’s salary going up by 25 per cent is a lot, but the chairman’s salary going up by 
400 per cent is simply indefensible, and we need to put a brake on it. 

Mr C.J. BARNETT: We could have this argument forever, and, as I say, the member has a point. However, this 
legislation is to do with the salaries of CEOs in the GTEs. The Salaries and Allowances Tribunal deals with the 
wages and salaries of public servants and will now have a role in the wages and salaries of CEOs of GTEs. The 
Salaries and Allowances Tribunal does not deal with board positions or remunerations for committees, of which 
the government has several hundred. Advice on that generally comes through the Public Sector Commission on 
board levels. Sometimes acts stipulate that it might come from some other vehicle and it is the responsibility of 
the minister. But, again, those salaries of board positions are on advice from the Public Sector Commission in 
almost all cases and ultimately become cabinet endorsed. We are not going to contemplate changing the role of 
the Salaries and Allowances Tribunal to get into the business of determining board fees; otherwise, we are going 
to have two bodies—the Public Sector Commission and the Salaries and Allowances Tribunal—doing that. We 
are not going to have that. 

Mr P.C. TINLEY: I have been looking up various definitions and I have found that the Institute of Company 
Directors is a very good place to get some definitions. It interchanges “executive chairman” and “CEO”. It states 
that an executive chairman by definition—and takes it as read—can at times perform the same function as the 
chief executive officer. The Premier is saying this is an unusual set of circumstances. That might be the case, but 
there is nothing to suggest that a future minister or future government might not do the same. Does the Premier 
see the point that a chief executive officer and executive chairman are, in fact, one and the same given their 
responsibilities? By a further definition, the institute states that a chief executive officer and an executive 
chairman are employees of the organisation and, therefore, they are responsible like every other employee; there 
is no limitation to the execution of their responsibilities, particularly in an operational sense. I do not understand 
why the Salaries and Allowances Tribunal would not have oversight of an employee of the organisation, like the 
CEO, as opposed to the Public Sector Commission, which would set board fees. That is completely different. 

Mr C.J. BARNETT: The CEO is an employee of the organisation. In the case of Synergy, there is both an 
executive chairman and a CEO; they are two people. The members of the board, which includes the chair of the 
board, are the representatives of the minister. They are not employees of the organisation; they are the minister’s 
representatives. 

Mr P.C. Tinley: I’m making reference to the definitions applied by another organisation. 

Mr C.J. BARNETT: They are not; they are the representatives of the minister. They represent the owner, and 
the owner is defined as the minister. 

Division 
Amendment put and a division taken, the Acting Speaker (Mr N.W. Morton) casting his vote with the noes, with 
the following result — 

Ayes (19) 

Dr A.D. Buti Mr D.J. Kelly Mr J.R. Quigley Mr P.C. Tinley 
Mr R.H. Cook Mr F.M. Logan Ms M.M. Quirk Mr P.B. Watson 
Ms J. Farrer Mr M. McGowan Mrs M.H. Roberts Mr B.S. Wyatt 
Ms J.M. Freeman Mr M.P. Murray Ms R. Saffioti Mr D.A. Templeman (Teller) 
Mr W.J. Johnston Mr P. Papalia Mr C.J. Tallentire  

 

Noes (33) 

Mr P. Abetz Ms W.M. Duncan Dr G.G. Jacobs Mr D.C. Nalder 
Mr F.A. Alban Ms E. Evangel Mr A. Krsticevic Mr J. Norberger 
Mr C.J. Barnett Mr J.M. Francis Mr S.K. L’Estrange Mr D.T. Redman 
Mr I.C. Blayney Mrs G.J. Godfrey Mr R.S. Love Mr A.J. Simpson 
Mr G.M. Castrilli Mr B.J. Grylls Mr W.R. Marmion Mr T.K. Waldron 
Mr V.A. Catania Dr K.D. Hames Mr P.T. Miles Ms L. Mettam (Teller) 
Mr M.J. Cowper Mrs L.M. Harvey Ms A.R. Mitchell  
Ms M.J. Davies Mr C.D. Hatton Mr N.W. Morton  
Mr J.H.D. Day Mr A.P. Jacob Dr M.D. Nahan  

            

Pairs 

 Ms L.L. Baker Mr I.M. Britza 
 Ms S.F. McGurk Mr M.H. Taylor 

Amendment thus negatived. 
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Mr W.J. JOHNSTON: The definition of the Racing and Wagering Western Australia CEO is on page 7. Can 
the Premier tell us what the CEO of RWWA currently gets? 
Mr C.J. BARNETT: I can tell members that he is extremely well paid. I do not have the exact figure. He is 
certainly paid well above what a minister or Premier is paid. 
Mr P. Papalia: It’s the highest, isn’t it? 
Mr C.J. BARNETT: I think it is the highest salary. It is not a secret, but I do not know the exact figure. 
Mr P. Papalia: He’s a nice bloke. 
Mr C.J. BARNETT: I am a nice bloke, too, but I do not get that well paid—and neither do you. 
Mr W.J. Johnston: Who says you’re a nice bloke? 
Mr C.J. BARNETT: I am nice sometimes. 
The salary is $660 000. It is nice work if you can get it. 
The ACTING SPEAKER (Mr N.W. Morton): Members! There are still a number of conversations happening, 
which is making it very difficult to hear. 
Mr C.J. BARNETT: My understanding of the Racing and Wagering Western Australia Act 2003 is that the 
salary of the CEO of RWWA is determined by the board. I do not think the minister is given any role at all in 
that. That is a clear weakness in the system. I say that with all due respect. It is a good operator. I am not saying 
otherwise at all. 
Mr W.J. JOHNSTON: Indeed, at the moment, the Electricity Corporation’s CEO’s salary is set by the board 
without reference to the minister. The minister sets the board stuff. As the Premier said in his earlier comments, 
there is a thing about bidding up wages. That is fine. It is amazing; people do not really have a clear picture of 
some of these corporations that are buried in government. 
Mr C.J. Barnett: Usually when the lights go out, they cannot be found. 
Mr W.J. JOHNSTON: Yes. I look forward to the member for Belmont’s third reading contribution. She can tell 
us about the importance of RWWA and the salary of the CEO. What I am trying to get at is that salaries at some 
corporations have become disconnected from the expectations of the broader community. 
Clause put and passed. 
Clause 10 put and passed. 
Clause 11: Schedule V amended — 
Mr W.J. JOHNSTON: As I understand it, this clause amends the Constitution Acts Amendment Act 1899 by 
inserting new terms in schedule V, part 1, division 2. I know that the Premier does not like amending the 
Constitution Acts Amendment Act 1899 without going to the people of Western Australia. Does the government 
intend to consult the people of Western Australia before we make this amendment? 
Mr C.J. BARNETT: The state has legislation that is deemed to be the Constitution. It is a bit like the 
English Constitution, is it not? It does not exist. We do not have a formal Constitution like the federal 
Constitution. In my view, it is different. There are some aspects that members might deem should go to 
a referendum. I think we would have to have a referendum if we wanted to have fundamental change, like 
secession, but not for minor administrative changes relating to the public service. 
Clause put and passed. 
Clause 12 put and passed. 
New clause 12A — 
Mr W.J. JOHNSTON: I move — 

Page 9, after line 24, to insert — 
12A. Section 11 amended 

Delete subsection 11(1) and insert: 
(1) A non-executive director of a corporation is to be paid out of the funds of the 

corporation such remuneration and allowances as are determined from time to time, 
and may not exceed 50% of the amount paid to the Chief Executive Officer. 

I had to make a small adjustment to the amendment that was prepared for me by the staff of the Parliament 
because my previous amendment did not succeed. This amendment was originally drafted to have salaries set by 
the Salaries and Allowances Tribunal; I have taken those words out. The point of this amendment is to make sure 
that the salary of the chair of the Energy Corporation cannot exceed half the amount paid to the chief executive 
officer of the corporation. In my view, it should be a quarter, but I am trying to provide the government even 
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more flexibility. It is incongruous and wrong that the chair gets more than the CEO. That cannot possibly make 
any sense at all. If the role of the chair is to be principally responsible for the governance of the organisation, the 
chair should not be paid more than the chief executive officer. 
Mr C.J. BARNETT: I understand the point that is being made with this provision; we have debated it 
previously. The Salaries and Allowances Tribunal does not deal with board salaries or remuneration; it deals 
with CEOs—and if this bill passes, it will also deal with CEOs of GTEs. Through his amendment, the member is 
essentially making the same point and trying to achieve his goal by a different mechanism. It is not an 
amendment that the government supports. I have to say that if we put such things in legislation, we would start to 
get very prescriptive. It may be whatever figure the member might pluck out of the air. That is not the role. We 
are trying to give the Salaries and Allowances Tribunal responsibility for doing the right thing. 

Sitting suspended from 6.00 pm to 7.00 pm 
Mr W.J. JOHNSTON: The Premier’s comments before the dinner break were right; this is having another go. 
We think it is important. There is no need to argue the toss forever. 
Mr C.J. Barnett: You’ve made your point; I understand it. 
Mr W.J. JOHNSTON: I am not going to speak any further. I look forward to the house supporting the 
amendment. 

Division 
New clause put and a division taken, the Acting Speaker (Ms J.M. Freeman) casting her vote with the ayes, with 
the following result — 

Ayes (16) 

Dr A.D. Buti Mr W.J. Johnston Mr P. Papalia Mr C.J. Tallentire 
Mr R.H. Cook Mr D.J. Kelly Mr J.R. Quigley Mr P.C. Tinley 
Ms J. Farrer Mr F.M. Logan Ms M.M. Quirk Mr P.B. Watson 
Ms J.M. Freeman Mr M. McGowan Mrs M.H. Roberts Mr D.A. Templeman (Teller) 

 
Noes (30) 

Mr P. Abetz Ms E. Evangel Dr G.G. Jacobs Mr D.C. Nalder 
Mr F.A. Alban Mr J.M. Francis Mr A. Krsticevic Mr J. Norberger 
Mr C.J. Barnett Mrs G.J. Godfrey Mr S.K. L’Estrange Mr D.T. Redman 
Mr I.C. Blayney Mr B.J. Grylls Mr W.R. Marmion Mr A.J. Simpson 
Mr G.M. Castrilli Dr K.D. Hames Mr P.T. Miles Mr T.K. Waldron 
Mr M.J. Cowper Mrs L.M. Harvey Ms A.R. Mitchell Ms L. Mettam (Teller) 
Ms M.J. Davies Mr C.D. Hatton Mr N.W. Morton  
Mr J.H.D. Day Mr A.P. Jacob Dr M.D. Nahan  
 

 

Pairs 

 Ms S.F. McGurk Mr M.H. Taylor 
 Ms L.L. Baker Mr I.M. Britza 
 Ms R. Saffioti Ms W.M. Duncan 

New clause thus negatived. 
Clause 13 put and passed. 
Clause 14: Sections 15A and 15B inserted — 
Mr W.J. JOHNSTON: I again apologise that I was not at the briefing. Given that we are dealing with a bill to 
do with the remuneration of executive officers of government entities, this proposed section is now saying that it 
is a corporation that is not prescribed under the Salaries and Allowances Regulations. What is this about? I am 
sorry that I was not at the briefing, but could I just have this explained, because I do not understand what we are 
doing here. 
Mr C.J. BARNETT: My understanding is that for the Salaries and Allowances Tribunal to set the band for 
salaries, a corporation needs to be a prescribed organisation. This bill actually prescribes a number of them, but 
not all. We might anticipate that a future government trading enterprise, if one should be created, would need to 
be prescribed; otherwise, salaries would be at the recommendation of the board and the approval of the minister. 
Ministerial approval obviously comes through cabinet—there is a process. I guess it is just a contingency for 
whatever else might happen in the future. A government department might change into being a GTE—something 
like the Office of Road Safety, although I do not think that is a good example. I guess this is allowing for that to 
happen. If a government department was basically deemed to be a GTE-type operation—I cannot think of a good 
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example—it would need to be prescribed under this bill to become subject to SAT; otherwise, it would come 
under the board and the minister. I am sure there is a good example of one that could go down that path, but one 
escapes me at the moment. 
Mr W.J. JOHNSTON: I am not quite sure about that answer because this clause actually amends the 
Electricity Corporations Act. This clause inserts new sections 15A and 15B. Proposed section 15A is headed 
“Remuneration of chief executive officer while corporation is not a Government entity”, and proposed section 
15B is headed “Remuneration of chief executive officer while corporation is a Government entity”. That is why 
I am confused. 
Mr C.J. Barnett: I am confused, too, for the moment. 
Mr W.J. JOHNSTON: This clause is not amending the Salaries and Allowances Act; it amends the 
Electricity Corporations Act. 
Mr C.J. BARNETT: I hope I get this right. We have had to make some amendments to the Salaries and 
Allowances Act to bring the SAT into control with the electricity corporations. Is that correct? I do not know the 
intricacies of it, but that is basically what we are doing here. 
Mr W.J. Johnston: Just while you are on your feet, why are proposed sections 15A and 15B not a government 
entity? What is an example of a government entity? 
Mr C.J. BARNETT: I would imagine it is just historic. It is deemed to become a government entity once it is 
prescribed, if that makes sense. 
Clause put and passed. 
Clauses 15 to 36 put and passed. 
Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 
MR C.J. BARNETT (Cottesloe — Premier) [7.12 pm]: I move — 

That the bill be now read a third time. 
MR W.J. JOHNSTON (Cannington) [7.12 pm]: I do not think that anybody else will speak on the third 
reading of the Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015 unless 
the member for Willagee becomes inspired. Firstly, just because I handled the bill on behalf of the Labor Party 
does not mean that I was completely briefed on it. As the Premier will understand, prior to today I had basically 
looked at matters involving electricity corporations. I note that when the bill gets to the other place, there might 
be some additional questions from a member who was better briefed than I was. We do not see any reason to 
delay the legislation. We have cooperated with the government to move the bill through the chamber, but there 
are some important issues from our perspective that relate to electricity corporations. I am not trying to restart 
the debate that we had in consideration in detail, but it is very odd that the highest paid person working for any 
of the electricity corporations is the chairman of Synergy and that is the person whose salary is not regulated by 
this legislation. That anomaly needs to be fixed and I foreshadow that a future Labor government will fix it. Of 
course, given that the chairman is paid what the minister says he should be paid, it is clear that the problem can 
be fixed without amending the legislation, and that is what I would seek to do. But clearly there is a role for 
someone other than just the minister setting the salaries of board members of government trading enterprises. 
I make the point that although board members have to be paid sufficiently to attract talent—everybody 
understands that—these board positions should not be benchmarked against private sector organisations of the 
same size because they are fundamentally different. As the Treasurer himself pointed out, the role of the board of 
a GTE is significantly different. The Premier described it as having only one shareholder to look after so the role 
is significantly different. But the reason that the board of an organisation like this should be separate from the 
CEO is a question of governance. The Premier was right when he said that when the proverbial hits the 
air-circulating device, it is the minister who fronts the media—there is no question about that. But we want the 
minister to front the media as infrequently as possible; therefore, we want good internal governance, and that is 
the role of the board. The board is about setting policies and maintaining proper governance. It is a problem for 
the community of Western Australia when full-time chairs lose sight of their specific role and we need to look at 
ways of resolving that. The Labor Party highlighted that through this process. It is interesting that the CEO of 
Racing and Wagering Western Australia earns more than the chair of Synergy, which is not a bad — 

Mr P.C. Tinley: It’s a fair punt. 

Mr W.J. JOHNSTON: Yes, and it makes him earn fully three times more than the Premier, I think. 
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Mr C.J. Barnett: And worth every penny. 

Mr W.J. JOHNSTON: Absolutely. I have no question about that. It is good work if you can get it. 

It is interesting that the rates keep getting pushed up by the process that we have had in the past and it is now 
time for us to think about exactly how much we should pay these people because they get benefits other than just 
their remuneration. They get other things from being involved in a public corporation, including the idea of 
public service.  

I will close on this issue. Australians can learn very few positives from United States politics—I think there are 
some things from which we can learn negative and bad possibilities—but the one good thing they do in America 
is the idea of public service when people go from a career in academia or business to temporarily spending time 
in politics before moving out of it. The idea is that the person is making a contribution—it is their public service. 
Other people might donate all their wealth to a charity and others might volunteer on the weekends. It is the idea 
of coming in and doing a public service. I think that is a great idea. 

Ms M.M. Quirk: It used to be like that here, too. 

Mr W.J. JOHNSTON: It was indeed. 

That is what senior executives of public corporations have an opportunity to do; they have an opportunity to 
serve the community and that is a reward separate from and in addition to the remuneration they receive in that 
role. I think that is important to remember when benchmarking executive public sector salaries with those of 
executives in other areas. 

The Labor Party supports the legislation. We would have liked to see our amendments supported. We have 
facilitated passage of the bill in reasonable time. I know the Leader of the House will give detailed thanks for the 
Labor Party’s cooperation when he gives his Christmas speech at the end of next week. 

Mrs M.H. Roberts: And we look forward to that! 

Mr W.J. JOHNSTON: Yes, we look forward to that. Thank you very much, Madam Acting Speaker. 

MR P.C. TINLEY (Willagee) [7.18 pm]: I will recap some of the things that we talked about with the 
Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015. I think this 
legislation is a very good first step in getting some sanity back into the wages structure of chief executive 
officers. It is probably in line with the wages policy of the government and the wages history of the government 
given the blowout we have seen in CEOs’ pay. I say that it is a good first step, because we need to look further 
afield. I note the Premier’s comment about the Public Sector Commission running board fees. I think this bill 
will probably break the nexus of one serving the other, where board fees are in fact part of the consideration of 
both a CEO’s pay, the board’s deliberation on it and its recommendation to the minister. My concern during the 
consideration in detail stage was the position at which the State Administrative Tribunal sits and the benchmark 
from which it starts. In his answers to questions asked during consideration in detail, the Premier talked about 
having regard for the remuneration for GTEs nationally as one part of it. But I was also interested to hear his 
point about public sector leadership, particularly at the director general level, and about providing some guidance 
as to what sort of remuneration a CEO should get. Again, if we compare some of the responsibilities and spans 
of command, if you like, of some of the directors general of our departments, they are in some cases more 
complex and diverse than the singular issues faced by those of simpler GTEs, so it is a good position. I would be 
remiss if I did not think there was further work to be done and I mention it here. I think there is a role, and there 
is always a tension between regulation and the freedom for the SAT and the Public Sector Commission to look at 
board remuneration. I think it is an important check and balance on the board setting fees. 

I think there also ought to be some oversight on some of the other ambitions to do with public service expressed 
in the way our GTEs and our government departments operate, and I am talking about gender and ethnic 
diversity on boards and at the executive level. I do not think it is something we have canvassed here too much, so 
I want to be careful not to waste too much of the chamber’s time introducing a new theme, but if we talk about 
this as a first step, I would really like to see the opportunity taken to look at some examination and guidance on 
gender diversity, and not just at the board level; that is kind of easy. Finding half a dozen very competent women 
in this town is pretty easy. Making gender diversity a priority at the executive level across the executive tranche 
of those GTEs and, indeed, the broader government and public sector is a challenge that governments of all 
persuasions should take up in various ways. I know there are tensions with where the line between mandate 
and/or guidance should sit. I think there are some good steps taken; there are some outstanding women on the 
boards. If we look at the diversity question more generally, rather than just gender, there would be fertile ground 
to have the public sector and GTEs lead the way, because if the public sector is not going to do it, it is very 
difficult to see the private sector really embracing it at a level we think is helpful. What level would that be? 
There is a significant amount of science, if we want to talk about it now. There are the HSBC and Credit Suisse 
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reports of a couple of years ago that relate to the tracking of 300 publicly listed European companies over nine 
years. It was discovered that those organisations with 30 per cent or more women at their executive level, not 
just board level, achieved 17 per cent more profitability across the board than those that did not and they were 
30 per cent more innovative on a very defendable matrix that determined what innovation was. The science is in 
on this. Those organisations had a further up-tick in their innovative capacity and profitability when they 
extended diversity to other forms of representation such as ethnicity and so on. 

This is a good first step. We look forward in the future to having the opportunity to circle back on this and see 
whether we can bring some more rigour and scrutiny to guidance on executive pay. 

MR C.J. BARNETT (Cottesloe — Premier) [7.24 pm] — in reply: I thank members opposite for their support 
of this Executive Officer Remuneration (Government Entities) Legislation Amendment Bill 2015. The member 
for Cannington made a substantive point about the position of the chair of Synergy, although as I sought to 
explain, I think it is a unique position and it is not intended to be a permanent situation. I think in that particular 
chair we have a person with unique knowledge of the energy sector and he clearly understands his role as the 
chair and, to use the member opposite’s term, his role in terms of governance of Synergy. He is not doing the 
day-to-day management of staff, contracts and the like, so he does that governance role, but he also very much 
plays an important role for this state in the sense that there is change happening with all sorts of policy 
implications. Synergy is the big player and has to manage our renewable energy targets, mix of fuels and a whole 
lot of things. That is unusual and not a permanent situation at all. 

I think this bill is a significant step. I do not think it is the be-all and end-all. I think we will still see anomalies 
along the way, but at least now there is some guidance to boards and ministers about remuneration. It will avoid 
the scenario I have seen, not so much more recently, but back in previous times in government, in which the 
board looks after the CEO and the CEO looks after the board members. I think that is a conflict that we will 
hopefully not see again. The bill brings in some standards and hopefully some uniformity. 

I agree with the comments made by the member for Willagee. Often in the wider community the role of directors 
general is not truly appreciated. I know when I was education minister back in the 1990s, I used to often ask 
business groups when they said they thought they had it tough whether they had thought about what it was like 
to be a director general of Education with something like 30 000 staff spread across 800 schools across an area 
the size of Europe and responsibility for over a quarter of a million students and somewhere between a quarter of 
a million to half a million parents. I told them not to think they had it tough and try to take that on. I think 
probably the most complex DG role is head of Health, and successive governments have identified that as an 
incredibly demanding job. That is true. The member made some comments about the representation of women in 
the public sector and I think the majority of public servants are women. It is a great credit to Western Australia 
over a number of years that agencies like the Water Corporation, Education, Training, Finance and a whole 
range of other agencies are headed by women. I think the public sector leads in terms of women taking on the 
most senior roles. The Deputy Premier might be able to help me by telling me what the percentage of women is 
for board appointments. 

Mrs L.M. Harvey: It is 43.6 per cent. 

Mr C.J. BARNETT: Of board appointments, 43 per cent are women. 

Mr W.J. Johnston: Is the target 50 per cent? 

Mr C.J. BARNETT: We would hope there would be, but 43 per cent is advancing and the number is going up 
all the time. Successive governments have worked on that and that is good. 
Ms M.M. Quirk: That is government. 
Mr C.J. BARNETT: Yes. 
I will just make another comment because the member for Cannington made a few comments about the sense of 
community service and I am inclined to agree. One of the problems in local government is that many people are 
now going onto local governments not to serve their communities, but because they have a particular cause to 
promote, and other people go onto local governments because they see it as a nice part-time job. That is a bit 
cynical, but I think it is true. I think we were better off and better served when people got an honorarium and 
there was a bigger element of community service. I think it has become an issue. 
Mrs M.H. Roberts: We got nothing, didn’t we? 
Mr M. McGowan: No. 
Mr C.J. BARNETT: No. I think people should get an honorarium of some sort. 
Mr M. McGowan: I got a blazer! 
Mr C.J. BARNETT: The Leader of the Opposition was very lucky to get a blazer! 
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I think local government has lost something out of that. If I can make a related comment that will probably not 
make me any friends, government boards and committees get treated as one. I think board members of 
a Water Corporation or a Synergy, which are large organisations with thousands of commercial transactions, 
need to be properly remunerated. I think they accept direct responsibility synonymous with the private sector. 
However, I think the position of member of an advisory committee with no real responsibility should be largely 
honorary, to be honest. Most of them are people who are committed to a particular interest, whatever it might 
be—they are wideranging and can be welfare, social, education or health issues. Those people often come from 
organisations and that is part of their role. Again, they should receive an honorarium and maybe just a modest 
sitting fee, but I think there is a bit of an imbalance there. If people take on big responsibilities such as those 
associated with the Water Corporation or Synergy, they need to be rewarded. If a board or a committee has 
a responsibility like running Rottnest Island, Kings Park or GoldCorp, they are clear responsibilities and the 
government is delegating to it management, oversight and responsibility. That is not true of a host of advisory 
groups. Maybe another step of reform would be to make some sort of distinction there. As I often ask ministers 
in cabinet, “Do you ever listen to the advisory groups?” That is a fair question. I think there is a different level of 
responsibility on boards and committees and we maybe should make some distinction. To this day, I cannot 
understand why the cabinet of Western Australia appoints the board of country cemeteries. I have been trying for 
years to get rid of that and it is still there. Like local government, it will defeat me. Whenever my time comes to 
an end, country cemetery boards will still be appointed by state cabinet—it is bizarre. I know that members are 
very sceptical about what I have said about trying to reduce the number of boards and committees, and this 
government has created some, but we continue to reduce numbers and I still think that there is a job to be done in 
defining what their appropriate role is. There is nothing wrong with advisory committees but they do not have 
a level of responsibility that most other government boards have. 
I thank members for their support of this bill. It is not the be-all and end-all but it is a significant step forward. 
Question put and passed. 
Bill read a third time and transmitted to the Council. 
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