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Standing Committee on Estimates and Financial Operations — Twentieth Report —  
“’Royalties for Regions’ Policy” 

Resumed from 13 May. 

Motion 

Hon GIZ WATSON: I move —  

That the report be noted.  

This report, concluded in May this year, is on the committee’s inquiry into a number of matters in relation to the 
royalties for regions policy, as it was then. That policy was taken to the state election and was of interest to the 
Parliament. The committee recognised that no formal legislation was available to consider but we did consider 
that it was worth looking at whether we could gain a clear understanding of the policy. The terms of reference of 
the inquiry were— 

a) to establish a clear understanding of the “Royalty for Regions” policy;  

b) how the policy will operate and be administered;  

c) what the Department of Treasury and Finance has done with respect to any modelling or cost-
benefit analysis of the policy;  

d) the implications of the policy, including but not limited to:  

• the possible impacts of the policy on the State’s AAA credit rating;  

• the possible impacts of the policy on the State’s budget; and  

• the potential operational impact of the policy on government agencies. 

e) any other relevant matter, including but not limited to: 

• the ability of the government to adjust the policy in response to changing financial 
circumstances.  

The committee advertised for submissions and received a number of written submissions and we wrote to some 
key stakeholders. A list of those is provided in appendix 1 of the report. We received seven submissions and held 
a number of public hearings in March this year. They too are listed in the appendix.  

By way of background, following the state election on 6 September 2008, the new Liberal-National government 
decided to pursue a royalties for regions policy as promoted during the election campaign. Royalties for regions 
was endorsed by cabinet on 13 October 2008. The claimed intent of royalties for regions was to build the 
capacity of regions with additional funding. It requires 25 per cent of all mining and petroleum royalty payments 
to the state to be set aside each year in a special fund for investment into regional Western Australia 
infrastructure community projects and services. The report states — 

2.3 The stated aim of the RFR funding is to support and maintain strong and vibrant regions 
through improved infrastructure and headworks, across-government strategic regional and 
community services projects, and the provision of contestable grant funding for the community 
to access. 

2.4 Planned expenditure for regional projects and services will not be accounted for as RFR 
funding but all additional expenditure for those projects and services will be funded under 
RFR. 

… 

Funding will be invested in rural and regional WA based around six policy objectives: 

• building capacity in communities; 

• retaining benefits in local communities; 

• improving services to achieve equality with metropolitan communities; 

• attaining sustainability; 

• expanding opportunity; and 

• growing prosperity. 

2.6 In conjunction with the above, the central principles underpinning the overall RFR are that: 
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• strategic projects in regional WA are a priority; 

• local decision making in regional areas is fundamental; and 

• State Department administration and processes should provide for and support 
decision making in regional areas. 

2.7 There is a strong emphasis on local priority setting and decision making in RFR, to best ensure 
government service delivery will effectively address regional need. 

We then looked at the rationale for the policy. To investigate that, we had a hearing with the Parliamentary 
Secretary to the Minister for Regional Development, who explained to the committee the origins of royalties for 
regions. In responding to the clarity of the policy, we made the following comments on page 5 of the report — 

2.10 The Committee supports the intent of RFR of maintaining vibrant regional communities and 
the fair allocation of the State’s resources to those regions. 

2.11 The Committee notes the Government’s stated rationale and aims for RFR. The Committee 
understands the broad thrust of RFR but has been unable to develop a clear understanding of 
RFR as no details have been provided on how the Policy will be realised, the legislative 
framework, the administration, and the implementation of RFR. The Committee notes that 
RFR is still in the inception stage and believes it is essential that this detail become evident 
early in the progress of implementation.  

With the passage of time, we now have a clearer idea of this issue, especially with the legislation that was 
introduced into the Council yesterday. 

The second term of reference related to how the policy will operate and be administered. We spent some time 
seeking information from a number of sources, including the Under Treasurer, the Department of Local 
Government and Regional Development and the parliamentary secretary. The committee’s comments on how the 
policy will operate and be administered were set out on page 12 of the report. I should give a precursor to this 
section by quoting the following section of the report — 

The stated primary objective of the Country Local Government Fund … is to address 
infrastructure backlogs across the country local government sector. The CLGF will provide 
tied funding for infrastructure provision and renewal directly to local government and regional 
organisations of councils. The funding will be provided to all local governments within the 
nine regions. 

3.17 The Director General of DLGRD advised the Committee on how the fund will work: 

Ms Mathews: The fund will work in this way. Funds will be allocated in accordance 
with a particular formula in year one to each individual local government, and then 
over years two, three and four a proportion of that funding will go out to regional 
organisations of councils to encourage collaboration at a regional level. 

3.18 Funds from the CLGF are distributed through an allocation model based on WA Local 
Government Grants Commission horizontal equalisation, and road needs assessments and 
population caps. 

3.19 The purpose of horizontal equalisation is to ensure that every local government in the State has 
the ability to function, by reasonable effort, at a standard not lower than the average standard 
of other local governments in the State. The WALGGC calculates the amount of funding (or 
equalisation requirement) of each local government authority taking into account that certain 
local government authorities are disadvantaged in their ability to raise revenue or provide a 
service by factors such as locations, population dispersion and climate. The WALGGC has 
developed a range of disability factors, which are applied to the standards. The disability 
allowances are added to the expenditure standards to reflect local circumstances impacting on 
the cost of local government operations.  

I hope everyone is following this very closely because it is reasonably complicated. I found it complicated at the 
time. It is even more complicated now that I am reading it again. I continue — 

3.20 The DLGRG advised that population caps and road needs assessment have been added to the 
initial allocation model as it was considered too narrow. The addition of these two additional 
components was considered to make it a more comprehensive and equitable model. 

The committee’s comment on this area of funding was — 
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3.21 The Committee notes, however, that the addition of the population caps component distorts the 
horizontal equalisation process. The Committee is not certain if this is favourable or not as it 
received no evidence to support the benefit of the caps. 

3.22 It will be for the local governments and regional organisations of councils to determine what to 
spend the funding on, however, spending will be tied to expenditure against asset classes 
according to the Local Government Accounting Manual. Local governments will be required 
to provide agreement in writing that they will expend funds for the purpose intended in 
addition to acceptance of reporting and acquittal requirements. 

3.23 A total of $400 million over four years has been allocated to the Fund. The first $100 million is 
allocated in the 2008-09 financial year and is to be shared between the 110 regional local 
governments.  

We illustrated the application of the CLGF in tabular form. I cannot do justice to a table but I draw members’ 
attention to page 13 of the report where that comparison is made. The report continued — 

3.25 The Committee was advised that the reason for the allocations to regional groups of councils 
was so that any new infrastructure would have regional credibility. 

Dr Berry: The comment I was thinking of was: In terms of the sustainability, from 
year 2, year 3 and year 4, a portion of the country local government fund will be 
allocated through regional groups of local government, and that was to be for new 
infrastructure. The rationale there was that, for local governments building any new 
infrastructure, it would have to have regional credibility and be recognised as being a 
need across their region, rather than just something that the local government would 
want. All new infrastructure potentially creates a burden, but the regional credibility 
meant that there could be some regional ownership of the support for it.  

Committee Comment  

3.26 It is of concern to the Committee that there appears to be no ability to strategically manage the 
spending of funds across a region. 

3.27 The Committee notes that RFR promotes local decision making by empowering local 
governments to determine how to spend RFR funding. Local decision making will ensure that 
the CLGF is directed to local infrastructure priorities. However, the Committee is unsure if this 
process will ensure funding is spent on projects that are sustainable.  

There was an exchange between Hon Ken Travers and Dr Berry on this matter, which I will bring to the attention 
of members. The report states — 

Hon KEN TRAVERS: Where in this scheme and the guidelines to this scheme does 
that ensure the sustainability? For instance, you could send the money to a collection 
of regional local governments, and if they just say, “All right; we’ve got two million. 
We’ll all take 500 000 each and you go away and work out what your project is and 
we’ll work out what our project is and we’ll agree on that”, is there anything to stop 
that occurring in the guidelines?  

Dr Berry, the manager for the regional policy unit in the Department of Local Government and Regional 
Government replied — 

I do not believe there is in the guidelines. The intent is that they would use it for new 
projects and operate similar to the regional road groups, in the sense that regional 
road groups used by Main Roads were allocating regional road money within the 
regions. Any one council would not get money in every year of the allocation, but 
there would be some process by which they would agree that council A might get 
funds in year 2 and council B would get it in year 1 and so on.  

Hon KEN TRAVERS: That is my point. Even with regional roads, there are 
sometimes arguments that it is a case of your turn, so there is no attempt to look at 
the sustainability of the whole region, but it is your turn to get the $2 million or the 
$1 million, and there is not that. What I am asking is where are the guidelines that 
will ensure that the money is going to the long-term sustainability of the region, as 
opposed to continuing to support the current unsustainability?  

Dr Berry replied — 
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I use the analogy of the regional road groups because I guess that is how, to some 
extent, I have personally presented it to local governments in terms of how we see it 
working. We have put out guidelines for the country local government funds for year 
one, and we are working further on guidelines for year two, which will cover the 
regional aspect. The points the member is making will be covered in the future 
guidelines.  

Mr Rosair replied — 

I think it is also important to reiterate that the model for royalties for regions is about 
local decision-making and having the local experts embedded in their plans, not only 
in the local government fund but also in the regional grants fund through the regional 
development commissions. It is about local decision-making, part of their local 
priorities and part of their local strategic plans. There is an element and onus on the 
local communities and local governments to be sustainable under that model.  

Hon Ken Travers then said — 

I would have thought you would still need to have some mechanism to ensure that 
when they make their local decisions, it is still with the goal in mind of long-term 
sustainability, and having a mechanism to ensure that. That is what I am trying to 
ascertain.  

The report includes a further comment from Mr Rosair as follows — 

I suppose that later on, during Jennifer’s presentation, we will talk about the 
governance and reporting of the entire royalties for regions program, and about 
measuring the impact of these decisions, the sustainability of these decisions, and the 
social impact and benefits that are achieved, and that is part of our reporting and 
governance across the whole of royalties for regions.  

Questions were raised about the challenge of coordinating local expectations with regional objectives, 
particularly in terms of the sustainability criteria and what guidelines would be in place to ensure that.  

On page 16 the committee notes that — 

… the stated primary objective of the CLGF is to address infrastructure backlogs across the 
country local government sector. The Committee is of the view that it is important to have a 
clear idea of what constitutes the backlog and a mechanism in place to ensure that the backlog 
is being addressed. The Committee has not been able to ascertain what action the DLGRD is 
taking to ensure this.  

That was in relation to that aspect of the committee inquiry.  

The committee then looked at the regional community services fund and heard a submission from Department of 
Local Government and Regional Development that the regional community services fund will support priority 
services that have shown their effectiveness in enhancing the quality of life for residents in regional areas and 
providing access to government services and infrastructure. The regional community services fund has been 
established to support established programs and two new election commitments—for example, the Country Age 
Pension Fuel Card and the BushChange housing grant. Funding will be allocated to the relevant state 
government agency, with skills to establish, implement, administer, govern and manage the project. The 
committee asked the Department of Local Government and Regional Development for details on how this 
particular fund would be administered and it was advised as follows —  

Essentially all funding in the Regional Community Services Fund has been allocated to 
election commitments on new and existing service programs. The fund will be administered in 
the same way as all other funding within the Royalties for Regions program. The funding is 
subject to normal DTF and cabinet approval processes with the delivery agency preparing an 
EERC submission, sending it to cabinet for noting and/or approval, establishing an MOU with 
Department of Local Government and Regional Development and negotiation drawdowns 
before commencement of the project. The Department of Local Government and Regional 
Development will monitor cash flows in consultation with the delivery agency according to the 
signed MOU.  

The committee went on to look at the strategic major regional projects and the regional grants scheme and on 
these particular aspects it is reported at page 21 that — 
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The Committee notes that each RDC will receive an equal amount of funding under the 
Regional Grants Scheme regardless of the identified needs for that region.  

That was an interesting observation.  

The next part of our inquiry was on regional development commissions. The committee noted that — 

As well as administering the fund, the RDCs will play an important role in setting future 
regional direction and establishing regional priorities.  

On the role of the function of the regional development commissions in royalties for regions, the Department of 
Local Government and Regional Development submitted the following — 

Regional Development Commissions are a local presence in regional communities and play a 
role in coordinating government agencies to work closely together, identifying regional issues 
and promoting development in the regions.  

They stand as a crucial instrument through which the Royalties for Regions policy can be 
delivered. In light of their current roles the Regional Development Commissions are envisaged 
to undertake the following:  

• Providing a shop front for Royalties for Regions 

• Assisting in developing priorities for target areas, for example Bush change Housing 
Grants Scheme 

• Assisting in developing networks to provide leverage of funds, for example, the 
Northern Towns Development Funds 

• Forming relationships with Community Resource Centre 

• Providing a conduit to support decision making and develop initiatives within 
communities  

• Utilising their local presence in rolling out other Royalties for Regions initiatives.  

The committee’s comment was as follows — 

The Committee notes the evidence given that the RDCs will have an expanded role. The extent 
to which this role has expanded in practise will become evident as RFR evolves.  

I guess that in the time that has elapsed since the tabling of this report in May we have been gaining a better idea 
of that.  

The committee then considered the administration of the royalties for regions fund and made inquiries of the 
Under Treasurer in this regard. We looked at the question of the administration of these funds and we were 
advised by the minister in the following terms — 

As the Royalties for Regions represents new activity above the current activities of the Department of 
Local Government and Regional Development, additional resources are required to implement the 
programs. While every effort is being made to utilise appropriate agencies to deliver Royalties for 
Regions, it is likely there will be an increase of FTEs to administer the Royalties for Regions Fund 
within the Department of Local Government and Regional Development and other implementing 
agencies. The increase will be determined by a number of factors which include:  

the recent announcement of the Department of Regional Development and Lands;  

the administration of the Royalties for Regions Act and development of the Royalties for 
Regions Trust; 

the support needed to enable agencies to plan and implement projects; and 

appropriate level of reporting and branding requirements.  

The committee’s comment on this issue was as follows — 

The Committee believes that this should be monitored and queries how many of the new FTEs 
will be based in the regions. The cost of administering RFR needs to be factored into its 
overall cost, despite the administration of RFR being centrally located in the metropolitan area.  

In the area of governance and accountability the committee was interested in a number of factors. The 
Department of Local Government and Regional Development advised the committee that it is establishing a 
governance framework for royalties for regions, which will outline principles, roles and responsibilities and 
support mechanisms for the administration of the fund. The governance framework will be finalised to coincide 
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with the Royalties for Regions Bill. Clearly, we now have more information on that with the introduction of the 
bill into Parliament.  

The committee noted that the government’s framework for each sub-fund will be different. The committee noted 
the following comments by the Under Treasurer on this issue — 

… hence the need for different governance arrangements depending on the nature of the fund and how 
the draw-down pattern is anticipated and indeed how the application to the funds actually occurs, and 
how they get approved and authorised and so on. 

The committee noted that a common reporting framework is being established to determine the economic, 
environmental and social outcomes of various activities under royalties for regions.  

The Minister for Regional Development advised the committee by way of correspondence that discussions are 
currently being held between the Australian Bureau of Statistics, the Department of Treasury and Finance and 
the Department of Local Government and Regional Development to measure and assess the effect of investment 
in Royalties for Regions projects and benefits derived. The report states, at page 25 — 

3.63 The framework to administer the fund under the new legislation will be determined by the 
following factors: 

the appointment of the Director General for Regional Development and Lands; 

• the administration of the Royalties for Regions Act; and 

• the development of the West Australian Regional Development Trust. 

3.64 Similarly, the performance indicators that will be used for RFR are still being developed. 

I know that this has been a subject of debate in the other place, particularly in respect of the performance 
indicators. The report continues — 

The Minister for regional development advised: 

The performance indicators to be used will be determined in relation to the target 
audience, project/program characteristics, relevance and priority of information. 
Discussions are being held with the Department of Treasury and Finance and the 
Australian Bureau of Statistics to determine the indicators to be considered and to 
ensure the information can be benchmarked and monitored over a period of time. The 
Department of Local Government and Regional Development is developing an 
evaluation framework as the mechanism for measurement. 

The Department of Local Government and Regional Development has developed a 
number of draft indicators that may be utilised to evaluate the Royalties for Regions 
Program. These will be reviewed and further refined as related variables and data 
sources are acquired. The Department is currently undertaking a pilot study to 
evaluate the social and economic impacts of projects with the Royalties for Regions 
program. 

3.65 The Committee was interested in ascertaining how the benefits of the Policy will be measured. 
The Minister for Regional Development advised: 

The outcomes and benefits of the various projects and schemes under RFR will be 
measured through the reporting framework and laid out in agreements with funding 
agencies. Key evaluation questions are being formulated, and form the basis of data 
collection for evaluation. 

An interim template has been produced and discussions are currently being held with 
funding agencies on its application. The Department is in the process of developing a 
model for measuring the social impact of the Royalties for Regions funding which 
goes beyond objective cost benefit analysis. The Department is also in discussion with 
the Australian Bureau of Statistics to develop baseline data for future measurement. 

Committee Comment 

3.66 The Committee notes that the administration framework, key performance indicators (KPIs) 
and reporting framework for RFR are currently being developed. 

3.67 The Committee notes that a significant amount of funding has already been allocated under 
RFR without these accountability measures being in place. 
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To digress slightly from the report, this was a question that certainly arose for me in respect of the speed with 
which the initial royalties for regions funds were distributed without the frameworks having been fully put in 
place. It seems to me that if there was an acceptance of the need for clear performance indicators and governance 
and accountability measures to be expressed in legislation as they appropriately should be, it would have 
arguably been prudent to wait for those measures to be put in place before allowing any additional money to 
flow through. As far as I am concerned, if we do not think we need legislation, we do not need legislation; 
however, if we think we need it, it would be prudent to wait until all the legislative guidelines are in place before 
making allocations. That is part of the reason the committee was interested in initiating an inquiry to gain some 
clarity on this aspect, in the absence of legislation. I was certainly interested in using the committee’s time to try 
to make those matters clear. I return to page 26 of the report — 

3.68 It is important that the outcomes of RFR can be measured against the stated aims of the Policy. 
Further, that the issues outlined at paragraphs 2.8 and 2.9 above, as the reasons for RFR, are 
being addressed. The KPIs and the reporting framework which are currently being developed 
must be sufficient, so that the outcomes may be accurately measured. The Committee will 
remain vigilant on this matter 

Committee Observation 

3.69 The Committee notes that substantial funding has already been allocated under RFR prior to 
the completion of the legislative and administrative framework to govern its operation. The 
Committee does not believe that this is best practice and would have expected the 
implementation of RFR to occur after the framework had been finalised. 

3.70 It is of concern to the Committee that the hurry to commence implementation of RFR may 
have not allowed sufficient consideration and planning of the allocation of funds in order to 
ensure the aims of RFR are fully met. 

4 TERM OF REFERENCE C — WHAT THE DEPARTMENT OF TREASURY AND 
FINANCE HAS DONE WITH RESPECT TO ANY MODELING OR COST-BENEFIT 
ANALYSIS OF THE POLICY 

4.1 The Committee asked the Minister for Regional Development if it was the Government’s 
intention to carry out a cost-benefit analysis of RFR and also of particular programs that are to 
be funded or proposed to be funded under RFR. The Minister for Regional Development 
responded as follows: 

Election commitments are being implemented and are subject to existing Cabinet and 
Economic and Expenditure Reform Committee (EERC) deliberative process. All new 
projects are developed in line with existing government approval processes including 
cost benefit analysis and are subject to Department of Treasury and Finance scrutiny 
as part of that process. Agencies also have the opportunity to provide comment 
through both the Cabinet and EERC. 

4.2 The Under Treasurer advised the Committee that the DTF has not undertaken a cost-benefit 
analysis of the RFR Policy or Fund. The DTF was advised of the Cabinet decision to adopt the 
Policy and were directed to implement it. 

I have had communicated to me the cabinet decisions of 19 October. They go to the 
amounts to be set aside. The implementation and intention of the programs will be 
established by the relevant minister and his department. 

4.3 The Under Treasurer added that it is unlikely that the RFR will be subject to ex-post 
evaluation: 

If I might add, it would be a normal part of the process, as a minimum, for the 
implementation of a large suite of expenditures like this to go to some form of ex-post 
evaluation, at the least to ensure that the expenditures and the policies were 
implemented in such a way as were consistent with the original intent. 

Committee Comment 

4.4 The Committee notes that no cost-benefit analysis was undertaken on the overall Policy. 

4.5 The Committee is of the view that the initiatives and programs to be implemented as part of 
RFR require a cost-benefit analysis. Where decisions are still to be made on how funding is to 
be allocated, cost-benefit analysis should be undertaken. Such analysis will assist in ensuring 
that these programs when implemented will be consistent with the aims of RFR. 
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4.6 The Committee is of the view that there should be ongoing evaluation of benefits of the 
programs and initiatives under RFR to ensure it is achieving its stated aims. 

I am sure that there will be broad interest in that as well. 

In respect of term of reference d), “implications of the policy”, the committee looked at the possible impacts of 
the policy on the state’s AAA credit rating. I will not go through all the information in the report with regard to 
how the credit rating is established, but the committee made a number of observations. The report states on page 
29 — 

5.7 The Committee notes that the Treasurer, Hon Troy Buswell MLA, has stated that losing the 
rating would have a significant impact on business confidence in WA and increase the 
Government’s borrowing costs. 

5.8 The Committee asked Mr Marney, Under Treasurer, DTF, what it would mean if the State’s 
credit rating were to be downgraded. 

The Under Treasurer provided that advice. The report states, on page 30 — 

5.10 The Committee wrote to the Treasurer and asked what strategy is the Government undertaking 
to ensure that the State’s AAA credit rating is maintained? The Treasurer responded as 
follows: 

It is not possible to provide answers to your questions at this stage. The Committee 
will be able to obtain information relating to these questions through the Budget 
papers when they are tabled in Parliament. 

We have had the opportunity to see the tabled budget papers, and I am not sure that they shed any more light. 
Clearly the economic situation in this state has once again changed, and this is part of the challenge. 

Sitting suspended from 1.00 to 2.00 pm 

Hon GIZ WATSON: I will continue my remarks about the possible impact of the royalties for regions policy on 
the state’s AAA credit rating.  

The committee heard evidence from the Department of Local Government and Regional Development about that 
matter. That department advised the committee that the amount allocated to the royalties for regions program is 
subject to retaining the state’s AAA credit rating. Its submission stated — 

The exact amount may vary from year to year depending on the royalty revenue collected. The aim of 
funding allocated to Royalties for Regions is to preserve the State’s AAA credit rating. The Government 
will play a part in the recalibration of the State’s finances to ensure that the State remains strong; 
cutbacks will be reflected in this year’s budget. 

In correspondence with the Treasurer, the committee asked what strategy the government had undertaken to 
ensure that the state’s AAA credit rating was maintained. The Treasurer’s response, in part, was — 

It is not possible to provide answers to your questions at this stage. The Committee will be able to 
obtain information relating to these questions through the Budget papers when they are tabled in 
Parliament. 

I am not sure that we have fully obtained the answers to the questions yet, but, to be fair, it is a very difficult 
question to answer because it is a moving matter that is not solely related to any particular funding program; it is 
related to a whole lot of factors. Nevertheless, the committee’s comment was — 

The Committee acknowledges that the Government has stated that RFR will be adjusted if the State’s 
AAA credit rating is at risk. The Committee supports this approach. The Committee notes the 
Government’s commitment to maintain the AAA credit rating and believes the Government will need to 
have addressed this in the 2009-10 State Budget to meet their stated intent. The Committee will remain 
vigilant on this matter. 

We then addressed the issue of possible impact of the royalties for regions program on the state budget, and 
again asked questions of the Under Treasurer and the Treasurer about that. It is interesting to note at this point 
that one of the submissions we received from a senior lecturer in economics at the University of Western 
Australia—Dr Michael McLure—was particularly interested in this question of the possible impact of the 
royalties for regions program on the state budget. The committee stated —  

The Committee notes the comments of Dr Michael McLure, Senior Lecturer, Economics, University of 
Western Australia, that as the State’s budget is currently not reported on a geographical basis it is 
difficult to measure what the fiscal impact of the Policy is and what the Policy has achieved over time: 
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Perhaps that should read “what the policy will achieve over time”, rather than “has achieved”. The committee 
quoted the following part of Dr McLure submission in its report — 

At this stage, information is not publicly available to enable the decomposition of the State accounts 
into component geographically defined accounts, or even to identify the direction of net fiscal transfers 
within the State. While royalties may suggest a partial fiscal transfer from the regions to Perth, State 
taxes are mainly collected in Perth and the cost of service provision in regions is typically higher than 
in the metropolitan area. The geographic direction of net fiscal transfers within WA as a result of State 
Government activity simply remains uncertain. Consequently, the proposed new budget papers should 
include ‘Perth’ and ‘regional’ accounts for a number of years immediately prior to the introduction of 
the ‘royalties for regions’ program. 

That is, as two separate accounts. Dr McLure’s submission continued — 

As the ‘royalties for regions’ program represents a major reallocation of State resources within WA, 
special ‘Perth’ and ‘regional’ accounts should also be extended beyond the budget year (2009-10) and 
across the forward estimate period too. The resulting mini time-series would not only reveal the 
immediate net redistributive effect of the ‘royalties for regions’ program, it would also assist informed 
discussion of the State Government’s general net fiscal transfer between Perth and the regions, or the 
regions and Perth, before and after the implemental [sic] of the ‘royalties for regions’ program. 

That posed an interesting question, because it went to the heart of how budget information is presented, and 
whether, with a policy intention of transferring more money to the regions, it was going to be trackable. 
Dr McLure suggested that one way of doing that was to structure the budget differently. I do not think the Under 
Treasurer would necessarily think that that was an easy task, and in fact Dr McLure himself indicated that it was 
not necessarily an easy thing to do, but that it would then indicate exactly how that fiscal transfer was occurring 
before and after the implementation of the royalties for regions funding. The committee went on to make the 
following comments — 

5.20 The Committee notes that the policy decisions of the Government, including RFR have 
impacted on the increase in expenditure in the State budget and that RFR is creating an added 
challenge in a difficult financial climate. 

5.21 As the State budget is not reported by geographical regions, the Committee has not been able 
to determine how much of the RFR funding is new funding for the regions and how much of 
the RFR funding is simply a rebranding of existing funding as funding for the regions. It is, 
therefore, difficult to measure what the real impact of RFR is on the State budget. 

5.22 The Committee notes that it is too early to determine what the impact of RFR will be on the 
State’s budget. 

5.23 The Committee believes there will need to be greater transparency in the reporting of funding 
to the regions for the public to be able to monitor the additional expenditure in the regions. 

5.24 The Committee will remain vigilant on these matters. 

The committee also made some inquiry into the potential operational impact of the policy on government 
agencies. The Department of Local Government and Regional Development advised the committee — 

… that they will liaise with government agencies responsible for implementing the RFR projects to 
monitor expenditure and cash flows. The DLGRD acknowledged that beyond this, the Policy may have 
a wider impact on government agencies but did not provide any further comment on what this impact 
would be. 

The committee’s comment was — 

The Committee notes that it is too early to determine what the operational impact of RFR will be on 
government agencies. The Committee will remain vigilant on this matter. 

The issue there really revolved around the fact that, with a lot of government departments and agencies, it is very 
hard to make that distinction between how much of the activity of a department that has its head office in Perth is 
ultimately servicing a region and how much of its budget expenditure is supporting, directing or implementing 
the agency’s work when it is spread across the whole state. I support royalties going to the regions, but I think it 
creates some novel challenges for how the accounting will be done so that we can understand what exactly the 
impact will be and how to keep the process transparent. The committee found in this inquiry that it really is not 
clear how to tease that apart. Obviously, when we debate the legislation in this place, it will be interesting to look 
at this aspect as well. 
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The committee then looked at other relevant matters. We determined that one of those matters was the ability of 
the government to adjust the policy in response to changing financial circumstances. We were advised at the 
time by the Department of Local Government and Regional Development that a memorandum of understanding 
would be established with departments and agencies responsible for delivering royalties for regions and that 
contained in this MOU would be specific requirements concerning expenditure that would enable records of cash 
flow for all royalties for regions strategic projects currently approved. 

The committee also touched on the question of environmental sustainability. At page 34 of the report, the 
committee makes the comment —  

It was not evident to the Committee how RFR addresses environmental issues. There is no specific 
mention of environmental sustainability in any of the information the Committee obtained on RFR. 

We asked the minister when he appeared before the committee whether royalties for regions included 
consideration of long-term sustainable development, including environmental sustainability. As outlined in the 
report, the minister advised the committee as follows —  

Royalties for Regions is provided to enable regional communities to shape their future locally and plan 
for longer-term sustainable development so that they can build stronger, vibrant local communities. To 
be sustainable is to develop and implement economic, social and environmental sustainability 
strategies. 

Progress reported and leave granted to sit again, pursuant to standing orders. 
 


