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Division 7: Treasury and Finance, $2 587 835 000 — 
Ms D.J. Guise, Chairman. 

Mr E.S. Ripper, Treasurer. 

Mr T. Marney, Under Treasurer. 

Mr W.R. Sullivan, Commissioner of State Revenue. 

Mr B. Roche, Executive Director, Shared Services. 

Mr M. Barnes, Executive Director, Finance. 

Mr D.R.M. Smith, Executive Director, Economic. 

Mr J. Tondut, Executive Director, Government Procurement. 

Mr G. Colling, Assistant Director, Agency Resources. 

Mr S. Toutountzis, Acting Chief Finance Officer. 

Mr G.R. Baker, Project Manager, Shared Services. 

The CHAIRMAN: This estimates committee will be reported by Hansard staff. The daily proof Hansard will be 
published at 9.00 am tomorrow. 

The estimates committee’s consideration of the estimates will be restricted to discussion of those items for which 
a vote of money is proposed in the consolidated account. This is the prime focus of the committee. While there is 
scope for members to examine many matters, questions need to be clearly related to a page number, item, 
program, or amount within the volumes. For example, members are free to pursue performance indicators that 
are included in the budget statements while there remains a clear link between the questions and the estimates. It 
is the intention of the Chairman to ensure that as many questions as possible are asked and answered and that 
both questions and answers are short and to the point. 

The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week. For the purpose of following up the provision of this 
information, I ask the minister to clearly indicate to the committee which supplementary information he agrees to 
provide and I will then allocate a reference number. If supplementary information is to be provided, I seek the 
minister’s cooperation in ensuring that it is delivered to the committee clerk by 6 June 2008, so that members 
may read it before the report and third reading stages. If the supplementary information cannot be provided 
within that time, written advice is required of the day by which the information will be made available. Details in 
relation to supplementary information have been provided to both members and advisers and accordingly I ask 
the minister to cooperate with those requirements.  

I caution members that if a minister asks that a matter be put on notice, it is up to the member to lodge the 
question on notice with the Clerk’s office. Only supplementary information that the minister agrees to provide 
will be sought by 6 June 2008. 

I will allow members to ask further questions, within reason, along a particular line of questioning; members 
only need to ask. 

Mr T. BUSWELL: I refer to the section headed “Commonwealth grants” on page 177 of the Budget Statements 
and particularly to the line item on goods and services tax grants. The Treasurer is no doubt familiar with the 
GST grants from the commonwealth to the state, as he often likes to talk about them. A series of numbers are 
shown for the line item, which obviously indicate the size of the GST grants to the state. I had an interesting 
experience last week; I decided to read the first federal Labor budget, because I am always interested in what 
Mr Swan is doing. I opened up federal budget paper No 3 and went to table B.1, which shows the federal 
estimates of GST revenue payments to each of the states. When I quickly compared the state estimates with the 
federal estimates, I discovered that the federal estimates were $971 million more than the state’s estimates over 
the four years of the forward estimates. In other words, the federal government’s estimate of the GST revenue it 
will pay to Western Australia is $971 million more than the state government’s estimate of what it will receive. 
How can two budget documents that were effectively published within a week of each other show an almost 
$1 billion shortfall in GST revenue to the state when the state estimates are compared with what the 
commonwealth has documented will be paid?  

Mr E.S. RIPPER: There are a couple of issues. First, our budget was prepared with a cut-off date of 7 April, 
which meant that only information available up to that time could be taken into account. The commonwealth 
budget is confidential until it is delivered, so later information that the commonwealth took into account was not 
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available to us until after our budget close-off date. The second issue is that the Department of Treasury and 
Finance makes a forecast of our relative share of the GST. To make that forecast, it must look at not only our 
revenue, but also the revenue of other states, as well as the total GST pool. It is all relative. Our forecast of GST 
share is based on assumptions that the department makes about the relative economic performance of the 
Western Australian economy compared with the relative economic performance of other states. I am also 
advised that while the Western Australian Department of Treasury and Finance tries to calculate the relativities 
right across the forward estimates, the commonwealth budget flatlines the final relativity and assumes that it 
applies across the out years. In the view of the people who assess this matter inside the Department of Treasury 
and Finance, the figure does not flatline. The Department of Treasury and Finance believes that the Western 
Australian numbers are more accurate. There are differences in both the timing of the availability of information 
and the methodology used by the federal Treasury.  

Mr T. BUSWELL: I want to understand this. There is a discrepancy of $1 billion. The Treasurer is saying that 
the Department of Treasury and Finance is right and the federal government is wrong. The Treasurer used the 
term “flatlines”. When the Treasurer applies the word “flatlines”, is he saying that our share of GST revenue 
remains constant?  

Mr E.S. RIPPER: I am here to be quizzed on the state budget.  

Mr T. BUSWELL: It is only a $1 billion shortfall. I know it is not a lot of money to the Treasurer; he loses 
$1 billion fairly regularly.  

Mr E.S. RIPPER: If the Leader of the Opposition wants to ask questions, he should ask questions; he should 
not interrupt the answers. The Leader of the Opposition should be mature in the way in which he approaches 
these matters. He should not be juvenile.  

Mr C.J. BARNETT: The Treasurer should try for some competency and we might get somewhere. The 
performance of the state is atrocious. 

The CHAIRMAN: Order! 

Mr T. BUSWELL: It is only $1 billion, Treasurer.  

Mr E.S. RIPPER: I am advised that the flatlining is in the commonwealth numbers and not in the state 
numbers. We have to take professional advice on these matters. I am not an expert in applying the more than 
1 000 factors that the Commonwealth Grants Commission takes into account in assessing its recommendations 
for a state’s share of GST revenue. A small cadre of specialists in each state Treasury and the grants commission 
understand how this system works. The outcome of the considerations undertaken by our group of specialists, 
who, by the way, have done comparatively very well over the years in dealing with these matters, is the set of 
figures that appears in the budget. Since I take professional advice on these matters, I will ask the Under 
Treasurer to comment.  

Mr T. Marney: In essence, the commonwealth numbers are a projection based on a conservative methodology. 
The commonwealth is able to do that because, in aggregate, it does not really affect it to a great extent. In 
contrast, it has a substantial impact on the state budget; therefore, we need to apply the best possible 
methodologies that we can to get the best estimates over the forward estimates. That involves forecasting 
revenues and, as the Treasurer mentioned, numerous parameters that feed into the Commonwealth Grants 
Commission’s methodologies. We do that to the best of our ability. The team that undertakes that exercise is 
extremely specialised and is well respected nationally. That is what gives us the difference in those numbers. It is 
really about the importance of the particular forecasting task to the state relative to the importance to the 
commonwealth.  

[9.10 am] 

Mr T. BUSWELL: What did the Treasurer mean when he said “flatline”? Is that our percentage of the total? 

Mr E.S. RIPPER: I will ask the Under Treasurer to deal with that concept as it applies to a budget for which I 
do not have responsibility.  

Mr T. Marney: Flatlining is the methodology used by the commonwealth to estimate the grants to the individual 
states in the outer years of the forward estimates.  

Mr T. BUSWELL: Does our share stay constant?  

Mr T. Marney: It uses an historical pattern. There is not a lot of variation in the relativities. It basically assumes 
constant relativity across the outer years. The key difference between the commonwealth’s numbers and the 
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numbers in the Budget Statements relates to the relativities and our forecasts around the parameters that impact 
on those relativities over time.  

Mr T. BUSWELL: In 2008-09 Western Australia’s percentage of the total GST revenue is 8.7 per cent 
federally. In 2011-12 that drops to 7.15 per cent. That percentage is not constant; rather, it declines. I want to 
make a suggestion and, in doing so, I will seek feedback from the Treasurer. I again refer to the state budget. 

The CHAIRMAN: That would be an excellent idea.  

Mr T. BUSWELL: Would it not be in the state’s interests to be conservative in those estimates? If two 
parameters can be chosen, would it not be better to be a billion dollars under than to be accurate?  

Mr E.S. RIPPER: We look for accuracy in Department of Treasury and Finance forecasting. We expect that if 
there is to be any bias, it will be slightly on the conservative side, because we do not want to be misled into 
spending money that we do not have. However, we look for accuracy because we do not want to forgo 
opportunities that might be available to the government and the state because we have seriously underestimated 
the revenues available to us. The member referred to the next four years. More than 1 000 factors are taken into 
account by the Commonwealth Grants Commission. There is a two-year lag before the data comes into the 
system and a five-year rolling average is applied. In the end, to summarise those 1 000 factors, it depends on the 
relative position of this state against that of other states on those more than 1 000 factors, not the absolute 
position of the state on those 1 000 factors. Some estimate of where other states are going must be taken into 
account. For example, iron ore royalties are an extremely important factor in our budget. However, to the extent 
that we receive more iron ore royalties, and to the extent of the lag factor, we will receive less GST share. 
Another state also receives royalties. I refer to Queensland, which receives significant coal royalties. If there is a 
big increase in the price of coal, there will be an increase in Queensland coal royalties and, therefore, a reduction 
in its GST and a proportionate increase in our share of the GST. An extremely complicated analysis needs to be 
undertaken. Our people must understand some of the dynamics of the Queensland budget as well as those of the 
other states in order to understand where the GST share is going. As the Under Treasurer said, from the point of 
view of the commonwealth it is not a critical issue, because it is interested in the total it pays the states. It is not 
necessarily interested in whether a dollar goes to Queensland or whether a dollar goes to Western Australia. For 
us it is a critical issue. One would expect our people to have a lot more focus on this and to be sharper on this 
because it is so much more critical to our budget than it is for the commonwealth people. The Under Treasurer 
has some comments to make.  

Mr T. Marney: The flatlining process that the commonwealth uses applies to the last year. The lag effect of the 
grants commission process has, as the Treasurer mentioned, a two-year data and a five-year averaging process, 
and still applies across the forward estimates. It is predominantly the last year that is flatlined in terms of 
relatively. The subtext in the question was that the Department of Treasury and Finance may have forecast a 
number that is more convenient potentially to the presentation of the state’s finances for whatever reason. I can 
assure members that the number in the Budget Statements is the best number that my officers can forecast. That 
is the overriding mandate for my people. There is no influence over that forecasting methodology or process at a 
political level. To be honest, I struggle to influence some of those numbers. It is as robust as we can make it. It is 
without intent. No desired outcome is imposed on the process.  

Mr T. BUSWELL: If I cast aspersions on the quality of the people in the Under Treasurer’s department, I 
apologise. That was not my intent. My interest relates to the political arena. What is Treasury’s estimate of what 
our share of GST revenue will fall to in the out years? I have brought my big calculator with me, because I do 
not have Treasury’s supercomputer. I still maintain that it is in the best interests of the state to have a billion 
dollar shortfall.  

Mr E.S. RIPPER: That is not the case.  

Mr T. BUSWELL: The Treasurer says that every year, but I can still make that assertion.  

[9.20 am] 

Mr E.S. RIPPER: The Leader of the Opposition makes all sorts of wrong assertions; that does not add any 
validity or substance to the issue. Given that the government has been exposed to criticism on the growth in debt, 
why would it understate its financial position? One of the most contentious issues arising out of the budget, an 
issue which the opposition took up, was the growth in the level of state debt. If a billion dollars extra were 
available to us, that would have been offset against the growth in state debt, and that figure would have been 
less. I cannot see any political argument or any political reason why the government would seek — 

Mr T. BUSWELL: So there is no political advantage when the Treasurer saves this government a billion dollars 
between now and the election — 
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The CHAIRMAN: If the member wishes to ask a further question, he will ask it through the Chair; do not just 
roar across the chamber. 

Mr T. BUSWELL: My apologies. 

Mr E.S. RIPPER: I am still in the middle of my answer and I regard that sort of interruption as juvenile and 
immature. 

There is no political advantage for the government in underestimating this issue because it creates difficulties in 
other aggregates that the government has to defend in the budget process. Let me go to the answer: in 2006-07, 
on an actual basis, our GST grant share was 10 per cent; in 2007-08, the estimated actual share is 9.4 per cent; in 
2008-09, the estimate is 8.7 per cent; in 2009-10, 7.9 per cent; in 2010-11, 6.9 per cent; and in 2011-12, it is 
estimated that our share of the GST grant will be 6.2 per cent. 

The other issue that really needs to be taken into account is that we will receive not only a lower share of the 
GST, but also less in actual dollars. Despite the growth in the national GST pool as the national economy grows, 
the increase is more than fully offset by the reduction in share. For example, in 2007-08, we expect to receive 
$4.04 billion in GST revenue; in 2008-09, $3.957 billion; in 2009-10, $3.822 billion; in 2010-11, $3.502 billion; 
and in 2011-12, 3.281 billion. Effectively, the reduction in share will actually see nearly $800 million dollars 
difference between the actual dollar payment in 2007-08 and the actual dollar payment now forecast for 2011-12. 

I was pleased to hear the Leader of the Opposition say that he was not casting any aspersions on the 
independence or the competence of Treasury officers in this matter. I regard this as a very serious matter. If any 
government sought to exercise political influence on revenue forecasting, that would be, in my view, a most 
reprehensible action. This government says to the professionals, “Give us your best advice.” We question the 
officials: “What are your assumptions? Why have you chosen one assumption over another assumption?” It is 
part of our role to interrogate Treasury officials and to have them defend and explain their position. However, in 
the final analysis, as Treasurer, I take the professional advice of the people in the Department of Treasury and 
Finance and present an honest set of books to the community of Western Australia. 

Mr T. BUSWELL: Treasurer, I want to ask a couple of questions about the payment of the community service 
obligation to Synergy, which, for the sake of completeness, appears on page 141 of the Budget Statements under 
the headings “Administered Transactions” and “Item 10 — Electricity Retail Corporation (Synergy)”. I refer to 
the community service obligation payment to the electricity retail corporation also known as Synergy. The 
Treasurer might be familiar with that: the Minister for Energy last night did not want to tell the opposition how 
much Verve Energy was going to lose, and, eventually, he was compelled to—fortuitously. The Treasurer may 
notice that in 2009-10, the Synergy bailout payment is $285 million, the year after it is $340 million, and in 
2011-12 it is $275 million. I am simply drawing that to the Treasurer’s attention. The Treasurer mentioned 
earlier an April cut-off date for the budget formation process. When were Treasury officials made aware of the 
full extent of Verve’s losses? I now understand those losses will be somewhere in the vicinity of $150 million 
this financial year and $183 million in the next financial year. My first question is: when was Treasury made 
aware by Verve that there was a fiscal calamity occurring and looming on the horizon? 

Mr E.S. RIPPER: The premise of the member’s question is absolutely and totally wrong. The payment of a 
community service obligation to Synergy — 

Mr T. BUSWELL: Bailout! Bailout! 

Mr E.S. RIPPER: — is because the government is requiring the retail corporation to sell electricity to 
households for less than the market price. 
Mr C.J. BARNETT interjected. 
The CHAIRMAN: Order, member! 
Mr E.S. RIPPER: If the member for Cottesloe wants to ask a question, why does he not get in the queue and 
stop interrupting? Perhaps the member is as juvenile as his leader! 
Mr C.J. BARNETT: I am not corrupt and I am not incompetent and I have not wasted the Parliament’s time! 
Mr T. BUSWELL: I have not sent the state broke. When was the last time we lost — 
The CHAIRMAN: Order, members! 
Mr T.G. STEPHENS: Point of order, Madam Chair. The volley of abuse from the opposition benches contained 
an assertion by the member for Cottesloe making reference to the word corrupt. 

Mr C.J. BARNETT: Yes, I am not corrupt. 
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Mr T.G. STEPHENS: It is not appropriate for him to shout abuse across the chamber during the estimates 
committee hearing, and nor is it appropriate for him to insert that word into his abuse. 

The CHAIRMAN: If the member had made a direct allegation, he certainly would be forced to withdraw. In 
this case, he was asserting that he was not corrupt. However, I will not tolerate that sort of contribution to the 
estimates committee debate and I will call people to order if it continues. The Leader of the Opposition asked a 
question, the Treasurer is in the process of answering it and I would like to hear the answer. 

Mr E.S. RIPPER: I think we should go back to first principles.  

Mr T. BUSWELL: Yes, it is called a loss. 

Mr C.J. BARNETT: Or perhaps a disaster! 

The CHAIRMAN: Any time that the two members on my left would like to listen to the answer would be good; 
otherwise, they will be called to order. 

Mr E.S. RIPPER: I think we should go back to first principles. Government trading enterprises are required to 
trade at a profit and to maximise the long-term value of the organisation. It is a principle that has been long 
established. In fact, it was a principle that applied during the tenure of the previous coalition government when a 
number of government trading enterprises were corporatised. Therefore, government trading enterprises are, in 
short, required to act on a commercial basis, and, pursuant to both their governing legislation and the national 
COAG agreements, they are required to achieve a return on capital. There is a reason for government ownership 
of some trading enterprises. The government may have objectives other than the commercial operation of a 
particular trading enterprise. If the government, for social or regional development or other reasons, asks a 
trading enterprise to do something that is not in accordance with its commercial charter, the government pays a 
community service obligation to that organisation.  

[9.30 am] 

Mr T. BUSWELL: Why did the government not do that when Verve was set up? 

The CHAIRMAN: Member for Vasse. 

Mr T. BUSWELL: It is a bailout.  

The CHAIRMAN: The Treasurer. 

Mr E.S. RIPPER: When an organisation is required to act uncommercially by selling electricity for less than the 
market price, it is necessary that a community service obligation payment be made to that organisation. The 
government has decided to protect Western Australian households during a transition period from the impact of 
the full market price.  

The CHAIRMAN: I call the members for Vasse and Cottesloe to order. This is not the way I run estimates. If 
they want to continue talking over the Treasurer, they will not be here for very long. We can do this in a civilised 
manner or not—their call. 

Would the Treasurer like to continue with his answer?  

Mr E.S. RIPPER: The government has made a decision to protect Western Australian households during a 
transition period from the full impact of the market price of electricity. Because we are requiring Synergy to sell 
electricity for less than the full market price, we are providing it with a community service obligation. We are 
doing that only for a transitional period because, while it is important that people be given time to adjust to 
higher electricity prices, ultimately, to subsidise electricity prices for the long term would be financially 
unsustainable. It would also be economically irresponsible because it would encourage more consumption of 
electricity than would otherwise occur, and it would discourage investment in the supply of electricity and put 
responsibility for that electricity investment onto the government.  

Mr T. BUSWELL: The Treasurer should answer the question.  

Mr E.S. RIPPER: I am answering the question. The Leader of the Opposition asks the question; I provide the 
answer. He might not like the answer, but it is my answer. He has to wait until I have finished. That is the way 
the system works. If he were more experienced and more mature about these matters, and had spent more time in 
the Parliament, he would understand how estimates committees work.  

It would be financially unsustainable and economically irresponsible to subsidise electricity permanently. It 
would also be environmentally irresponsible because we would be subsidising fossil-fuel electricity when we are 
concerned about carbon emissions and their impact on climate change. It would also be socially irresponsible to 
continue to subsidise electricity permanently because the majority of the benefits of that subsidy would flow to 
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those households that consumed more electricity, and which did so because they were, on the whole, wealthier 
and able to purchase more electrical appliances. In the end, we have to pay the market price for electricity, but it 
would be a shock to households to move immediately to that price. They need to be given time to change their 
practices to invest in energy efficiency and to adjust to the price of electricity, hence the community service 
obligation for a transitional period as we move to the full market price for electricity.  

The government engaged in a modelling process. The Office of Energy undertook an electricity market review 
that examined the cost of electricity and gave us advice on what the market price of electricity in the Western 
Australian system should be on a cost-reflective basis. I understand that information is available. It came to the 
government late in the budget process and we made a decision that, for all the reasons I indicated, we have to 
move to cost-reflective electricity prices. However, we are not moving immediately to those cost-reflective 
electricity prices; we are protecting households during a transition period and, pursuant to standard practice that 
the member for Cottesloe will be well used to having been a minister for a trading enterprise, when we ask an 
organisation to act uncommercially, we provide it with a community service obligation component.  

The system of CSOs has an advantage because it is transparent. Everyone can see —  

Mr C.J. BARNETT: It is a fudge and the Treasurer knows it.  

Mr E.S. RIPPER: Everyone in the public can see the real cost of electricity, and everyone can see the real cost 
of subsidising electricity. It is there in the budget papers; it is open, accountable and transparent.  

Mr T. BUSWELL: I have a further question. 

The CHAIRMAN: The member for Vasse. 

Mr T. BUSWELL: It is actually not a further question, it is the original question. 

The CHAIRMAN: Well, in that case, the member for Capel can ask his question.  

Mr T. BUSWELL: It is a further question to the original question.  

When did Treasury know that Verve had become a financial basket case? When was Treasury advised that 
Verve’s loss for the 2007-08 year was estimated to be $150 million with an estimated loss next year of 
$183 million?  

Mr E.S. RIPPER: As I previously indicated, the electricity market model conducted by the Office of Energy 
became available late in the budget process. With regard to the figures for government trading enterprises, 
normally the starting point information arrives in January of the year in which the budget is brought down and 
then a lot of work is done between then and budget cut-off date. As the Under Treasurer describes it, it is an 
iterative process. Questions are asked of the trading enterprises about the assumptions they are making, further 
information is sought and new forecasts are provided. There is an ongoing process from roughly January 
onwards about the figures for the trading enterprises. However, this is not an issue; this issue of the community 
service obligation is not related to that. The issue of the community service obligation is an issue of whether we 
should protect Western Australian families during transition periods from the full market price of electricity. 

Mr T. BUSWELL: Give us a break.  

Mr C.J. BARNETT: Treat us with a bit of respect; that is nonsense.  

The CHAIRMAN: That would be a good idea. Perhaps all members should abide by that.  

Mr T. BUSWELL: Can I take it, therefore, that it was January this year that Verve advised Treasury that it was 
going to lose $150 million in the current year and anticipated losing $183 million next year? Is that the answer?  

Mr E.S. RIPPER: No, that is not the answer.  

Mr T. BUSWELL: When was the Treasurer advised?  

Mr E.S. RIPPER: I have given the member the answer. 

Mr T. BUSWELL: No, he has not. 

Mr E.S. RIPPER: Yes; I have.  

Mr T. BUSWELL: He should tell me: when was he advised? 

Mr E.S. RIPPER: I have given the member the answer. 

Mr T. BUSWELL: He said January. 

Mr E.S. RIPPER: The member should read Hansard; I have answered the question. 
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Mr T. BUSWELL: Was it before January? When was the Treasurer advised —  

The CHAIRMAN: I think the member for Capel has a question. 

Mr T. BUSWELL: Madam Chairman, with all due respect, I have asked a question about when — 

The CHAIRMAN: Member! 

Mr T. BUSWELL: I have asked a question — 

The CHAIRMAN: I am on my feet. The member should not try that with me or he will not last very long this 
morning. The minister has indicated to the Leader of the Opposition that he has answered his question. The 
Leader of the Opposition may not like the answer, but that does not give the Leader of the Opposition the right to 
badger back across the chamber and, particularly, ignore me when I am speaking to him. I will give him a chance 
to ask further questions but at the moment, given the circumstances, I will move on to the member for Capel.  

Dr S.C. THOMAS: In the same light, I refer to the fifth dot point from the bottom under “Major Achievements 
For 2007-08” on page 154. It refers to submissions to the Economic Regulation Authority and the Office of 
Energy. The first point is the electricity retail market review, so we have not moved on very far. 

[9.40 am] 

Mr E.S. RIPPER: I am used to that from the opposition! 

Mr C.J. BARNETT: The Treasurer should explain his billion dollar loss. 

The CHAIRMAN: Members, let us keep it nice, shall we? 

Dr S.C. THOMAS: Let us start with how much of that submission is public. In that submission, what was the 
requirement by Treasury for profit margins to be made in relation to a rise in price for Verve Energy, Synergy 
and Western Power networks? What was the expectation of Treasury in that submission? 

The CHAIRMAN: Before the Treasurer answers, I ask the member for Central Kimberley-Pilbara to remove his 
newspaper from the chamber. 

Mr T.G. STEPHENS: What about preparing for a question? 

Mr T. BUSWELL: That is about the best answer we get if we ask a question from the comics! 

The CHAIRMAN: Perhaps the member should put the paper down. Nice try though! 

Mr E.S. RIPPER: Madam Chair, I am pleased to advise that the entire submission is already public. It is on the 
Office of Energy website.  

Dr S.C. THOMAS: The second part of the question was about the requirements of Treasury for the corporations 
to achieve a profit. What are the recommendations from Treasury for the various power entities in the split-up to 
make a profit? 

Mr E.S. RIPPER: Madam Chair, this line of question is mistakenly focusing on Verve’s financial position as if 
that has been the driver of the government’s position. 

Dr S.C. THOMAS: I have asked about all four entities. 

Mr E.S. RIPPER: The driver of the government’s position has been the need to charge the market price for 
electricity for all the reasons I mentioned. If Verve cannot meet the market price, that is an issue for Verve. For 
the government, the issue is charging the market price for electricity, and protecting Western Australian families 
and households during a transitional period for social reasons. However, ultimately we must all pay the market 
price for electricity for financial, economic, environmental and social reasons, which I am sure the member for 
Capel understands and, I hope, supports. 

Mr C.J. BARNETT: I do not; it is absurd! 

Mr E.S. RIPPER: The issue of Verve’s financial position, of course, ultimately depends, at least in part, on the 
price it is allowed to charge for electricity. With regard to the previous line of questions asked by the Leader of 
the Opposition, I gave the answer: the first information came in January. It was an iterative process, with the 
final information coming in late in the budget process. The reason for that is that it is difficult to determine a 
profit or loss until organisations know whether or not there will be some artificial limit on the price that they are 
allowed to charge for their product.  

Mr C.J. BARNETT: What? For goodness sake! 

Mr T. BUSWELL: Give us a break! Has the Treasurer ever run a business? 
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Mr E.S. RIPPER: If the organisation is able to charge the market price, that produces one set of figures. 
However, if for one reason or another it is required to charge underneath the market price, that produces another 
set of figures.  

Dr S.C. THOMAS: Can the Treasurer confirm that the market price, as assessed by the Office of Energy report 
and the Frontier Economics report, which the Treasurer referred to, is set at the price including a financial return; 
and that capital costs are under for private producers or new entrants into the marketplace, so that the market 
price is effectively set for a brand-new power station built and constructed in the private sector? How does that 
compare with what would be the actual production price for government-run entities?  

The CHAIRMAN: I think the member’s question might be steering a bit far from the estimates. 

Mr E.S. RIPPER: It is probably a bit far from the estimates, particularly because the report that the member is 
questioning me on is a report produced in another portfolio. Because Treasury is a department full of 
accountants, I am prepared to have a Treasury officer give us a short lecture on how market prices are 
determined.  

Mr C.J. BARNETT: Not by cabinet; by the market. 

Mr E.S. RIPPER: Ultimately this is a report of another portfolio. However, since we have economists amongst 
us — 

Mr T. BUSWELL: There are a couple over on this side too, Treasurer. 

Mr E.S. RIPPER: — I will ask the Under Treasurer to either answer the question himself or to ask one of the 
other advisers to give us an explanation of how market prices are in fact determined. 

Mr T. Marney: I will put the question back to the member so that I can understand it appropriately. It is whether 
or not the cost projections are based on what the expectations were of general market prices and input costs, in 
particular for gas and coal versus what we know are the contracted prices for those goods. 

Dr S.C. THOMAS: Yes, and capital expenditure as well. 

Mr T. Marney: Yes. The modelling, as I understand it, is based on what is referred to in the report as a blended 
cost, which is a hybrid of the two; so it does reflect the current contract prices for those key inputs into 
production. 

Dr S.C. THOMAS: Is the current contract price for the general contract or specific government contracts? 

Mr E.S. RIPPER: We are being questioned on a report that was not generated within the Department of 
Treasury and Finance, although the Department of Treasury and Finance made a submission. With your 
indulgence, Madam Chair, we will continue to answer questions on theoretical principles, but ultimately I would 
suggest we must move on to matters for which this portfolio is actually directly responsible. 

Mr C.J. BARNETT: There is a billion dollars in Treasury’s fund. Treasury is accountable. 

The CHAIRMAN: Perhaps the Under Treasurer would like to conclude and then we will move on. 

Mr T. Marney: The particular detail around that cost modelling is that the non-contestable part of the market, 
the cost projections, are based on the cost of new entrants; and the contestable market is based on the blended 
cost factoring in the costs of existing—I am sorry, the other way around, the costs of existing contracts. 

Dr S.C. THOMAS: That is interesting because the blended market in the budget papers is expected to go up 
higher than the non-contestable market. I have a further question, Madam Chair. 

The CHAIRMAN: A further question from the member for Capel. 

Dr S.C. THOMAS: In relation to the increases in prices, we know that Verve Energy will move to a profitable 
situation in 2009-10, and that in 2010-11 will be making $86 million a year. We know that Synergy will continue 
to make a profit and provide a dividend to the government, as do Western Power networks. What is Treasury’s 
position on the years moving forward from 2011-12 onwards when Treasury will still have a 10 per cent per 
annum increase in prices? Does Treasury have expectations of returns to government both in dividends and in 
taxes from Western Power networks, Synergy and Verve Energy in those forward years? I know it is beyond the 
forward projections, but surely Treasury has examined what the financial return might be, otherwise it would 
have difficulty saying that it will be 10 per cent for eight years, when four of those years are beyond the forward 
estimates. What does Treasury have in terms of modelling that will tell us what the returns are expected to be in 
those forward periods? 

The CHAIRMAN: Treasurer, I realise it is beyond the scope of these Budget Statements, but it is a fair question 
in terms of the modelling. 
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Mr E.S. RIPPER: Yes, Madam Chair. We provide information to the Parliament and we make estimates for the 
budget year and for the forward estimate years. To make estimates for beyond the forward estimate years 
becomes an increasingly inexact science. I do not normally receive projections for beyond the forward estimate 
years. Verve Energy and the other government trading enterprises are expected to make a return on capital. 

Mr C.J. BARNETT: They were. 

Mr E.S. RIPPER: Verve Energy operates in a competitive market. If the government offered free capital to 
Verve Energy and did not require a return on that capital, the rest of the industry might raise the question of 
whether Verve was being treated in a competitively neutral way. Government trading enterprises, by virtue of 
their legislation and by virtue of COAG agreements, including COAG agreements signed during the time of our 
coalition predecessors, should make a return on their capital.  

[9.50 am] 

Dr S.C. THOMAS: I ask again: what is the expected return on those government trading enterprises if the 
government has such a requirement? Given that the Minister for Energy has acknowledged that almost all of the 
$780 million CSO will go via Synergy back through Western Power and a lot of it will end up back in Verve 
Energy, how can the Treasurer not acknowledge that the $780 million CSO is, in effect, free capital for Verve 
Energy? 

Mr E.S. RIPPER: The CSO goes to Synergy. Synergy contracts for its electricity. Some of the electricity that 
Synergy will contract for will no doubt be bought from suppliers other than Verve. Synergy has a vesting 
contract with Verve that provides for a transition, in effect, to full competition for the franchise market. 
Increasingly, the proportion of the franchise market that is covered by the vesting contract falls away. There are 
so-called displacement contracts. Verve will have to compete with other suppliers to win Synergy’s business. 
Some of the alternative suppliers will win some of the contracts. Therefore, in essence, the revenue that they 
receive from Synergy will be supported by the CSO. We are paying Synergy the CSO because it is required to 
sell electricity for less than the market price. I am not certain what policy the opposition has on this issue. 

Mr T. BUSWELL: Our policy is to ask you about it.  

Mr E.S. RIPPER: Precisely; that is the quote of the estimates! It will continue to be the opposition’s policy if 
that is its approach to how it behaves as an alternative government. Where does the opposition think we should 
be here? Does the opposition think that we should not have a CSO and that this matter should be handled in a 
non-transparent, unaccountable way or, alternatively, is the opposition saying that we should immediately 
increase prices to the market reflective level and just continue on in a commercial way? If the government 
trading enterprises were behaving fully commercially, the price would be put up immediately because that is the 
market price. That is one course of action. Another course of action is not to put up the price immediately but to 
hide the financial effects of that. The third option is to have an open, transparent, accountable subsidy to 
households to protect them from the full implementation of the market price of electricity.  

Dr S.C. THOMAS: Given that the incontestable market is exclusively served by Verve Energy — 

Mr E.S. RIPPER: It is not exclusively; the member is wrong. 

Dr S.C. THOMAS: The incontestable market — 

Mr E.S. RIPPER: The member is wrong. 

Dr S.C. THOMAS: The first sell-off of the incontestable market will go to Bluewaters 2, which will be 
$207 million depending on how big it gets. 

Mr E.S. RIPPER: So the member was wrong. 

Dr S.C. THOMAS: No. How much does Bluewaters 2 currently provide to the incontestable market? 

Mr E.S. RIPPER: The member would have to ask the Minister for Energy. 

Dr S.C. THOMAS: It is not built yet. Given that it is not constructed, it is not providing a lot of electricity. 

Mr E.S. RIPPER: Across the forward estimates.  

Dr S.C. THOMAS: Yes, across the forward estimates. By 2009 the first of the incontestable market being 
supplied by the private sector may actually be supplied, given that possibly two years after that, the next section 
might be supplied. Given that those suppliers who have access to fuels substantially cheaper than the government 
through the Office of Energy has recommended as the market price for fuels, what bonuses does the government 
receive for being able to operate in a market where the market price has been set at the international market price 
for fuels when the only operators coming into the market in the future, none of which are currently supplying 
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electricity, will actually enter the market at prices substantially lower than that? What is the benefit to the 
government and how should that impact upon the price increases over the forward estimates, eight years of 
increases, as the budget papers say, a minimum of 10 per cent a year?  

Mr E.S. RIPPER: These questions are more appropriately addressed to the Minister for Energy. 

Mr C.J. BARNETT: He could not answer them; he deferred to you.  

Mr E.S. RIPPER: As Treasurer I deal with the financial implications of our big decisions to subsidise electricity 
prices for households. When it comes to the contractual arrangements of Verve, its input costs and so on, another 
minister is responsible for that trading enterprise. That particular minister, were he present in estimates, would 
have advisers from the organisation who could provide that sort of information. It is not productive of good 
quality information to ask a minister who is not responsible for the particular organisation, and who does not 
have advisers for that organisation, detailed questions about the operation of that organisation.  

Dr S.C. THOMAS: It is not productive to ask the Minister for Energy for information either.  

Mr E.S. RIPPER: The member has to ask the right minister these questions. I am not the right minister for the 
internal finances of Verve. 

The CSO does not start to apply until the financial year 2009-10. It does not apply for the forthcoming financial 
year. Synergy has tendered and will continue to tender for so-called displacement contracts. In other words, 
increasingly, Verve’s supply to Synergy will be contestable. Obviously, to the extent that alternative suppliers 
gain access to that business, they will, in effect, receive part of the revenue flow from the CSO for — 

Dr S.C. THOMAS: Only if they are producing under the price of production.  

[10.00 am] 

Mr E.S. RIPPER: They will receive part of the revenue flow from the CSO. With regard to how Verve’s costs 
compare with the cost of other industry participants, we have to look at the total picture. Under this government, 
Verve negotiated long-term coal and gas contracts at a very appropriate time. It was a good thing that, under this 
government, Verve negotiated those long-term contracts before recent huge spikes in prices. However, Verve’s 
position in the system means that it must generate a lot of peak electricity. Given that there have been constraints 
on gas supplies as work on the expansion of the Dampier to Bunbury natural gas pipeline proceeds, Verve has 
been required to burn a lot of diesel. As members know, with an oil price at around $US130 a barrel, diesel 
becomes increasingly expensive. Verve is exposed, for example, to diesel prices in a way in which other 
participants in the market might not be exposed. Verve also has significantly increased maintenance expenditure 
to improve reliability of its plant. Any assessment of Verve’s input costs compared with the input costs of other 
participants in the industry must be made across the board, not just by picking this or that contract. In the end, it 
is the market price. We have set up a competitive electricity market, and Verve will be selling into a competitive 
electricity market, and the market price should apply. For social reasons, the government wants to protect 
Western Australian households against any immediate move to a full market price, because that would be a 
shock. People need time to prepare by changing their lifestyles, making investments in energy efficiency and so 
on. Hence we have a community service obligation to protect those households during a transitional period. 

Mr C.J. BARNETT: I also refer to item 10 on page 141, dealing with the electricity retail corporation Synergy, 
and the amount of some $780 million. Last night, I was mercilessly attacked by the Minister for Energy as the 
only person who disagreed with the way Western Power was broken up. I am still shattered by that, but if I am 
the only person, I must be really stupid not to have seen a $780 million loss coming. I am apparently the only 
person in Western Australia who had some concerns about this. Maybe the taxpayers who will fork out the 
$780 million are a little concerned, and maybe now I am joined by a few consumers who will face price 
increases of 72 per cent and may also be a little concerned. If I am alone, I am happy to be alone and I do not 
care whether I am a shag on a rock or a colossus of commonsense. I am happy to be alone on this issue, given 
the sheer incompetence of a billion-dollar loss. 

The CHAIRMAN: Is there a question here? 

Mr C.J. BARNETT: Yes there is, because we are talking about $1 billion, and I would hope and I have 
confidence that Treasury would have scrutinised this billion-dollar payment. The politics of it probably came 
from cabinet, but I have confidence in Treasury officers to have properly scrutinised this. I have some questions 
on this, because I am clearly a bit stupid. I would like to come to some better understanding. 

We have heard about market prices. We have been told through the Office of Energy that electricity prices need 
to rise by 72 per cent. That is the basis of this cross-subsidy of $1 billion. I will take a minute to explain, because 
I am a little bit dumb. There is to be a 72 per cent price rise for electricity. The first explanation we heard from 
government, a few weeks ago, was that the price of gas had gone up, and that was a big factor. We now know—
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in fact, we have always known—that Verve has in place medium to long-term gas and coal contracts at current 
prices. That does not explain the price rise, and in fact the Minister for Energy admitted last night that it was not 
a major factor. The increase in price of 72 per cent is not due to rising gas prices; Verve has long-term contracts. 
That seems a bit odd to me. Last night we found out that Verve is estimated to be making a $150 million loss this 
financial year, followed by $182 million loss, and then presumably it will go into profit. Those losses are about 
$330 million. If we wanted to bring Verve back into a break-even situation—in other words, if the taxpayers of 
this state pick up the losses of Verve—that is $330 million. It is a lot of money, but it is a lot less than 
$780 million. Why does the government not just pay the losses of Verve? The second component of the question 
is: what electricity price rise would Verve need to reach break-even point? It is nothing like 72 per cent; it may 
be 10 or 15 per cent. That is all that is required. Is it not the case that this $1 billion or so is a cross-subsidy not to 
make Verve whole or to pick up its losses, but to allow a rise in prices to consumers of 72 per cent—which is not 
explained by higher gas prices to Verve, which I imagine produces two-thirds of Synergy’s electricity—thus 
raising electricity prices way beyond Verve’s current and future cost of production for the simple purpose of 
creating an electricity price sufficiently high for third party private sector players to come into the market and be 
profitable? Is it not the case that this is about artificially inflating prices above true costs of production plus a 
margin to facilitate private players? The cross-subsidy, ostensibly to consumers, is in fact to presently non-
producing but future private sector participants. Is that not really what the government is doing? I am a bit thick, 
but it seems to me that that is the only reason the government is doing this. Why is the taxpayer funding future 
private sector generators of electricity, and why is the government raising prices, ultimately to consumers, by 
72 per cent when there is absolutely no basis in the cost of production for Verve, which supplies two-thirds of 
Synergy’s electricity? What is the government up to? I must have missed the point again. I know I was wrong 
when I said this would be expensive, although I was $780 million right, so why is the government doing it? The 
market price to Verve is not 72 per cent greater than is being paid now; it might be 10 or 15 per cent of what it is 
being paid now. Why is the government doing it? Who is the government acting for? It is not acting for 
consumers or Verve, but potential future private sector generators who, if they are efficient enough to bring the 
capital works projects in at the right price and contract low fuel costs, can compete at a market price. If they 
cannot, then the government is raising the price to facilitate them. That is a cross-transfer from Treasury to 
Synergy on paper, and partly to Verve on paper, but in practice it is a cross-subsidy from the taxpayers of 
Western Australia to prospective future private generators. Will the Treasurer tell me I am wrong? 

Mr E.S. RIPPER: The member is wrong. 

Mr C.J. BARNETT: Can the Treasurer tell me why the government is subsidising Verve to ameliorate the 
effect of a 72 per cent price rise when Verve’s cost of generation will rise by nothing like that? Maybe the cost 
of generation will increase by 10 or 15 per cent. Maybe a 10 or 15 per cent increase in returns to Verve would 
cover it. Maybe a direct payment to Verve of $330 million would be a far smaller expense to the taxpayers of 
this state than the government’s $780 million subsidy. Can the Treasurer tell me I am wrong for the second time? 
Maybe I am the only shag on a rock again. 

[Mr G. Woodhams took the chair.] 

Mr E.S. RIPPER: There are a lot of maybes in the question of the member for Cottesloe. There is an answer to 
those maybes and the extent to which they should be taken into account. The Office of Energy has modelled this 
issue, and the modelling is publicly available. Although I am not personally responsible for this matter, I 
understand that the submissions that contributed to that model are on the Office of Energy website. Everyone can 
go and see how the Office of Energy has modelled what it thinks the market price for electricity is. 

Mr C.J. BARNETT: Does the Treasurer think that 72 per cent above current prices is a market price? He should 
go and do first-year economics, for goodness sake! 

[10.10 am] 
Mr E.S. RIPPER: The member for Cottesloe may disagree with the Office of Energy modelling, but that is the 
modelling that has been done and is available to the government. It is there for people to look at and to criticise if 
they wish. Moreover, the submissions have been put on the website, as is my understanding. I have heard 
criticism from the opposition but I have not heard other organisations provide comment to the effect that they 
think the modelling is wrong. I would certainly be interested if any economic policy organisation or think tank 
that thinks there are flaws in the modelling. If somebody independent, without a political axe to grind, could 
demonstrate that there was a flaw in the modelling, it would contribute to the government’s decision making in 
the future. Let me indicate that what we are providing here is a community service obligation across the forward 
estimates from 2009-10. The projected increase in electricity prices is 10 per cent in 2009-10 and not less than 
10 per cent in the subsequent two years, so we are still a fair way short of the 72 per cent increase that the 
member for Cottesloe has been talking about. If someone without a political axe to grind demonstrates in due 
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course that there is a flaw in the modelling or the actual operation of the market shows that the government’s 
forecasts or the Office of Energy’s forecasts on electricity prices are in some way flawed, appropriate decisions 
will be made at that time. What needs to be understood is that Verve operates in a market. Verve is expected to 
earn a return on its capital.  
Dr S.C. THOMAS: How much?  
Mr E.S. RIPPER: It is expected to behave commercially, in line roughly with what its private sector 
competitors would be doing. If in a final analysis Verve, earning a proper return on its capital, can undercut other 
players in the market, it would do very well and good luck to it. It will be good for that organisation if that 
happens. 
Dr S.C. THOMAS: And good for the Treasurer’s books as well, because it will return more money for the 
Treasurer.  
Mr E.S. RIPPER: The government has two responsibilities in this issue. The government certainly has a 
responsibility for the proper stewardship of its government trading enterprises and their ultimate strong financial 
performance. The government also has an economic interest in a properly functioning, competitive electricity 
market. The government has a social interest and an environmental interest in the right price being charged for 
electricity and households being protected during a transition period, hence the CSO.  

Mr C.J. BARNETT: The Treasurer has not answered my question of who benefits ultimately from the 
$780 million subsidy.  

Mr E.S. RIPPER: Households benefit. 

Mr C.J. BARNETT: No, they do not. 

Mr E.S. RIPPER: They would otherwise be paying the full price for electricity.  

Mr C.J. BARNETT: Households are not benefiting. They were promised lower prices, and they are getting a 
scenario of increasing prices; they are not beneficiaries. I would think that Treasury — 

Mr E.S. RIPPER: Mr Chair, that is absolutely wrong. Households would be paying a lot more for electricity if 
they were being charged the full market price. They are being protected — 

Mr C.J. BARNETT: It is not the market price; it is artificial. 

Mr E.S. RIPPER: What we have done is put a CSO into the budget for the protection of Western Australian 
households during a transition period. What political sense would there be in announcing high electricity charges 
than would ultimately be required? I think there is an election coming, Mr Chairman, and I think it would be 
politically stupid for a government to announce higher electricity charges than would otherwise be justified. We 
do not think it is good news for our community that electricity prices are rising, but we have to be responsible in 
the way we deal with it, and we will protect our households and families during the transition period. To say that 
the government is somehow going out to the community and arguing that higher electricity prices than are 
absolutely necessary are the way forward is just not credible. Why would the government do that? 

Mr C.J. BARNETT: The Treasurer is clearly far more competent than I am. I obviously got it wrong—
$780 million wrong. The Treasurer did not answer my question as to who ultimately benefits from this subsidy. I 
do not care where it is paid; I want to know where it ultimately resides. I think Treasury can answer that. I think I 
can answer it, too. However, the Treasurer could not answer it. 

Mr E.S. RIPPER: I did answer it. 

Mr C.J. BARNETT: No. Perhaps I could put it this way: bear in mind that he was both Treasurer and Minister 
for Energy, so this was his baby and personally his, and the Treasurer had a policy that involved splitting up 
Western Power, which would, in his own words, bring competition and lower electricity prices and a reduced 
role for government in the energy sector. I can agree with all those objectives. The result, however, has been 
substantially increased prices for consumers—10 per cent under his subsidy scheme ultimately going up to 
72 per cent for householders. Instead of profitability, we now have a previously profitable government utility 
requiring effectively a massive bailout, with Verve having a $330 million loss over two years. Instead of reduced 
government involvement, there is now a government involvement through the subsidy of nearly $1 billion where 
there was no subsidy before. This is as simple as I can get it, because I am not very bright compared with the 
Treasurer: given that gas and electricity prices to Verve have not increased significantly and given it has medium 
to long-term contracts, can the Treasurer tell me, from his policy which he thought out, which he followed and 
which he implemented both as Minister for Energy and Treasurer, the one thing that has changed that has turned 
his policy of aiming at lower prices and less government involvement into a policy of higher prices for 
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consumers and the need for a subsidy to cover losses? What has been the one thing, in the Treasurer’s opinion, 
that has changed that scenario and turned his policy completely in the opposite direction?  

Mr E.S. RIPPER: It is a false premise to assert that our policy is now different. Our policy — 

Mr C.J. BARNETT: No, the result is the exact opposite of what the Treasurer purported and promised 
taxpayers. 

Mr E.S. RIPPER: Mr Chairman, I would like to answer questions without constant interruption. The member 
raised the issue of the nature of our policy. Our policy is the same, which is for a competitive electricity market, 
with government trading enterprises Verve and Synergy participating in that market, with the government-owned 
organisations subject to the supervision of the Economic Regulation Authority in determining access 
arrangements. I believe that policy does exert downward pressure on electricity prices.  

Mr C.J. BARNETT: They are going up by 72 per cent, which is unprecedented.  

Mr E.S. RIPPER: The member for Cottesloe — 

Mr C.J. BARNETT: Downward pressure! The Treasurer promised lower prices to Western Australians. I am 
asking him: what is the one thing that has meant they are getting a 72 per cent price rise instead of the lower 
prices the Treasurer promised? What is the one thing? It is not gas prices, so what is it?  

Mr E.S. RIPPER: Mr Chairman, we can proceed like this with impassioned speeches from the member for 
Cottesloe or he can allow me to answer. I am not going to be badgered. If the member for Cottesloe wants to 
interrupt, he can interrupt for whatever length he wants, and when he has finished I will provide an answer, but I 
will not be bullied or badgered.  

Mr C.J. BARNETT: Remember Barnett’s black hole? What is this thing? It is a chasm.  

The CHAIRMAN: Order! If members want estimates to proceed and other members in this chamber to be able 
to ask questions, we need to progress with this.  

Mr E.S. RIPPER: Okay. I hope I get a reasonable run at an answer before the member for Cottesloe explodes 
again. The policy is still the same: a competitive electricity market, government trading enterprises participating 
in that market, a network organisation that is the natural monopoly still government owned but supervised by the 
Economic Regulation Authority, consequent downward pressure on prices as a result of the operations of a 
competitive market, and the innovation and stimulus to efficiency and productivity that that brings. Although 
there are downward pressures on electricity prices as a result of that market arrangement, there are 
countermanding upward pressures on electricity prices, principally caused by the phenomenal rate of economic 
growth in Western Australia and by global prosperity and increasing prices for the various inputs into the 
electricity system.  

Mr C.J. BARNETT: Seventy per cent of generation! 

[10.20 am] 

Mr E.S. RIPPER: I wonder whether the member for Cottesloe has Tourette syndrome, given the way in which 
he is carrying on. He should be able to listen to an answer. I listened to his question at length.  

Mr C.J. BARNETT: I have asked the Treasurer three times what is the one factor.  

The CHAIRMAN: Members, I will call this question to a close. I ask the Treasurer to finish answering the 
question he has been asked and I will then move on.  

Mr E.S. RIPPER: Mr Chairman, I did not wish to cause any offence to those with Tourette syndrome. The issue 
of what is putting upward pressure on electricity prices goes to global economic conditions and economic 
conditions in Western Australia, as well as responses to climate change. For example, people have legitimate 
expectations that the network will perform much better; that is, it will be of higher quality, be more reliable and 
be safer. The system has responded. The government has responded by making an enormous additional 
investment in the network. That investment in the network has to be serviced. Sometimes a consequence of 
offering a better service is a higher network price. In addition, we need to think about the things that go into the 
network.  

Mr C.J. BARNETT: No, this is about generation and not networks.  

Mr E.S. RIPPER: The price of steel and copper has increased to an extraordinary extent. The wages costs of all 
those who work in a network or an electricity system generally—that is, engineers, linespeople etc—have 
increased significantly. It is regrettable that there are these upward pressures on electricity prices, but they exist. 
They outweigh the downward pressure on electricity prices that is being exerted by the operation of a 
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competitive market. It is no accident that economic circumstances at the moment have given rise to a national 
debate about inflation.  

Mr C.J. BARNETT: Oh, it is inflation now! We have gone from gas prices to networks, world economic trends 
and now inflation.  

The CHAIRMAN: Order, member for Cottesloe! I urge the Treasurer to bring his answer to a close.  

Mr E.S. RIPPER: I will accept your guidance on that matter, Mr Chairman.  

Mr C.J. BARNETT: Let the record show that he could not answer the question.  

Dr J.M. EDWARDS: I refer to the fourth dot point under the major initiatives for 2008-09 on page 157 of the 
Budget Statements, which refers to providing high-quality advice to government on strategic health issues. 
Roughly, what is in the whole of health cost flow? What progress is being made through that model on financial 
sustainability in the health area? Will recent changes proposed in the federal budget to the Medicare rebate have 
any impact on that model and on financial sustainability?  

Mr E.S. RIPPER: Health funding will increase by 5.8 per cent in 2008-09, with services for mental health 
receiving a big 22.7 per cent increase in funding in the forthcoming financial year. We do spend a lot on 
health—a quarter of the budget—with $4.5 billion to be spent under the forthcoming budget on services. In 
addition, $4.1 billion has been allocated to rebuild hospitals and other health infrastructure over the next 10 
years. I will refer first to expenditure on services. An amount of $100 million has been allocated for additional 
mental health services over the forward estimates. That brings total new investment in the mental health strategy, 
on top of pre-existing annual funding, to $560 million since 2004. There is a big investment in wages for health 
workers. Medical, nursing and hospital support staff will receive an additional $941 million in salaries in 
2008-09 and in the following three years. There are a lot more people in the system as well. The government will 
meet its 2005 election promise to employ an additional 800 nurses over four years, with 586 new graduate nurses 
and 172 new medical interns starting work this year.  
I think the member asked how we can sustain the health system. This has been an issue of concern ever since the 
government came to power, because it is the number one priority of the community in terms of service provision. 
We also have an ageing community and developments in medical technology, which the member will know 
about because of her profession. Those three factors—increasing expectations, an ageing population and new 
technologies—drive above-average rates of growth in health expenditure compared with other areas of 
expenditure. This matter requires pretty careful supervision budget after budget. We have adopted a long-term 
strategic process to allocate money for new hospitals and facilities, which we expect will be configured in the 
best possible way to reduce growth in health expenditure to financially sustainable levels. The Minister for 
Health could comment on the treatment of chronic disease, efficiency in the operation of hospitals, preventative 
measures and so on. Treasury’s role is to find the money for strong but sustainable growth in health services and 
to find the capital to provide the infrastructure, which backs up the reform program. A lot of work is being done 
by Treasury with the Department of Health on the preparation of business cases and the assessment of the 
business cases for the expenditure of the infrastructure money. Treasury is trying to make sure that the 
infrastructure investment is delivered in a way that contributes to the reform program, which we hope will then 
contribute to the long-term sustainability of the health system.  
Another level of government is involved in the health system. For the best operation of the health system 
nationally, the two levels of government have to work together. People turn up at emergency departments 
because they do not have access to general practitioners, for example. The commonwealth is responsible for part 
of the funding of hospitals. Regrettably, the previous commonwealth government did not increase its 
contribution to hospitals at the same rate as the state. We need to work with the commonwealth on that matter.  
I am not sure whether the member also asked about the decision of the commonwealth on the surcharge payment 
that people must pay if they have not taken out private health cover. To the extent that people are in private 
health care and use private health facilities, that obviously reduces the potential demand on public hospitals. 
Under the previous commonwealth government, higher income earners were charged a tax surcharge if they did 
not enter into appropriate private health care arrangements. Unfortunately, that was never indexed, so people 
who cannot be described as high income earners were forced to either pay for private health insurance when they 
would have preferred to rely on Medicare, or pay the tax surcharge. My understanding of what the federal 
government has done is that it has restored the income level at which the surcharge kicks in to the income level 
that applied when it was first introduced. Nevertheless, there is a potential flow-on to public hospital demand, 
which my colleague, the Minister for Health, has taken up. I note that the federal Minister for Health and Ageing 
has said, “Yes, but we are spending more on public hospitals.” We will certainly debate this issue with vigour as 
we negotiate the new Australian Health Care Agreement. Ultimately, the negotiation of that agreement now falls 
to Treasurers as part of the Treasurers’ Conference, along with the other specific purpose payments. The member 
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can be assured that I will seek to protect the sustainability of the Western Australian public hospital system in the 
face of the whole constellation of decisions by the federal government, including the decisions on the provision 
of additional money for elective surgery and on the private health care surcharge.  
Dr S.C. THOMAS: It does not matter where I refer the Treasurer to in the Budget Statements — 
Mr E.S. RIPPER: It does, actually, because it is not in order if the member does not refer to a particular point.  
[10.30 am] 
Dr S.C. THOMAS: I refer to items 10 and 12 on page 141 of the Budget Statements—it does not really matter. I 
cross-reference that by referring the Treasurer to page 33 of the Economic and Fiscal Outlook, which is a very 
good document. I congratulate the Department of Treasury and Finance on producing it. It was an enjoyable 
read. I think I might be one of the few people who have read it from cover to cover! I refer to the net operating 
balances of the public non-financial corporation sector, which appear in a chart. The general non-financial 
corporation sector has experienced a profit margin that ranges from a small profit of, say, $20 million to a large 
profit of $500 million or $600 million over various years. The figure for 2007-08 drops to $100 million deficit 
and the figure for 2008-09 drops even further to just over $200 million deficit. In 2009-10 it immediately jumps 
back up to a profit of between $400 million and $450 million and in the out years it jumps up to a profit of 
$500 million and then $550 million. The information under the chart reads — 

Reaching a projected surplus of $581 million by 2011-12, the medium-term outlook for the PNFC 
sector represents a substantial improvement from the mid-year review. This is due largely to changes in 
electricity pricing assumptions from 2009-10 onwards, and the provision of Community Service 
Obligation support (for below-cost electricity prices) totalling $779 million over the three years to 
2011-12.  

Will the Treasurer provide absolute figures—they were obviously used to put this information in graph form—of 
the change in the levels of the profit and loss of the public non-financial corporation sector from 2005-06 
through to 2011-12? Page 33 of the Economic and Fiscal Outlook states “due largely to changes in electricity 
pricing assumptions from 2009-10 onwards”. The figure goes from a $200 million loss—I will be generous—in 
2008-09 to a $400 million profit. How much of that $600 million turnaround in one financial is year is due to 
changes in electricity pricing assumptions and community service obligation support?  

Mr E.S. RIPPER: This information is available. We have provided Parliament and the Western Australian 
public with the Office of Energy’s electricity market model and the submissions of such bodies as the 
Department of Treasury and Finance. We have stated that the difference between cost-reflective electricity prices 
and what Synergy is allowed to charge is the CSO. The beauty of the CSO system is that it is all there. The 
difference between cost-reflective electricity prices and what Synergy is allowed to charge is the CSO. 

Dr S.C. THOMAS: It is not the CSO. 

Mr E.S. RIPPER: It is the CSO. That is the difference.  

Dr S.C. THOMAS: Given that there is a $600 million turnaround from 2008-09 to 2009-10, the government 
continues to make a profit of, say, $530 million out to $581 million. In 2009-10, 2010-11 and 2011-12 the 
government will make an average of $1.5 billion on a sector that will, in 2008-09, make a $200 million loss. The 
CSO is $780 million. The government is only half way there. Will the Treasurer indicate, by way of 
supplementary information, how much of the turnaround from a $200 million loss to a $400 million profit and 
the continuing profits in the future two years relates to electricity prices and the CSO, as indicated in the 
Economic and Fiscal Outlook? I do not expect the Treasurer to know that information off the top of his head.  

Mr E.S. RIPPER: We will provide an answer to that question. I am not saying that we will provide the specific 
information the member is seeking; it depends on what is available to me. I will provide an answer to that 
question.  

[Supplementary Information No A32.]  

Meeting suspended from 10.34 to 10.46 am 
Mr T. BUSWELL: I want to ask a couple of questions about the Office of Shared Services.  

Mr E.S. RIPPER: That is a surprise!  

Mr T. BUSWELL: The Treasurer knows me —  

Dr S.C. THOMAS: The Treasurer should not mislead the committee by saying that it is a surprise!  

Mr E.S. RIPPER: Unfortunately, Hansard cannot record sarcasm and probably should not try to.  
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Mr T. BUSWELL: We are trying to rank the questions according to the extent of financial disaster. We started 
with Verve and are now working back. 

The CHAIRMAN: I hope, Leader of the Opposition, that it will be without a long preamble. 

Mr E.S. RIPPER: The Leader of the Opposition should have started with the surplus and worked forward. 
Which page is the member referring to?  

Mr T. BUSWELL: Page 146 of the Budget Statements. Where will I start?  

I understand that a pretty poor summary, given its lack of detail, called the “Shared Corporate Services Reform 
Options Case Review Executive Summary (Abridged)”, conducted last year, was published on the DTF website. 
The summary recommended that the government push ahead with the current model, which so much of the 
political capital had been invested in. When that review looked at the costs associated with the project, did the 
costs include the costs that were going to be incurred at an agency level as a result or were they just the costs 
incurred in the Office of Shared Services project? In other words, were the 100 agencies whose services will be 
rolled in approached to find out how much it is costing them to roll into the OSS model?  

Mr E.S. RIPPER: The advice available to me is that the options case review did not account for agency support 
costs, as these costs would have been incurred by agencies that, in time, would have had to upgrade or replace 
existing corporate systems; therefore, these costs do not represent an additional cost to government. Completing 
leave audits on staff personnel files and other such activities are normal operating costs of business.  

Mr T. BUSWELL: Unfortunately, I do not have the clipping here out of the newspapers but I am pretty sure 
that the Under Treasurer has previously given an indication publicly—it even includes a photograph of the 
Under Treasurer—in which he states that we could probably survey agencies to ascertain what they are 
expending; it would be millions of dollars but we would have to do some research to pull that apart. He says that 
his gut feeling would be that about a third of it would be unique to OSS transition or upgrades as opposed to 
two-thirds, which would be inevitable with any system change or upgrade, but it is definitely a factor. The Under 
Treasurer does not agree with the statement the Treasurer just made.  

Mr E.S. RIPPER: Oh, well — 

Mr T. BUSWELL: Hang on; I have not finished. Further to that, when the Auditor General conducted his 
review and produced a watershed document that finally cast some light onto this most bungling show of 
incompetence—thankfully, the task has been moved from the Department of the Premier and Cabinet to 
Treasury, so we are a little more confident of the outcomes—the Auditor General also pointed to this factor. I 
was not looking at the Treasurer when I said that; I cannot believe I was so generous! The Auditor General says 
that agency costs relate to the OSS, and the Treasury’s own Mr Tim Marney, whom I just quoted, says that the 
OSS is a factor—maybe a third according to his gut feeling—but the Treasurer has told me that it is not a factor. 
I want to know whether it is a factor. What is that amount and why was it not taken into account when the 
business case was reconsidered last year? 

Mr E.S. RIPPER: I will ask the Under Treasurer to comment on that. 

Mr T. Marney: As previously commented publicly—I thank the member for reminding me of my previous 
comments—it is a factor. The question in the business case analysis is really one of looking at the various 
options that we had at the time, which were do nothing, go forward or go forward on a different platform or with 
different strategies. It was a factor that was common and constant across all those various options. Whatever we 
did, whatever would be the path going forward that we were trying to cost and compare, the cost of that agency 
implementation would be pretty much the same.  

In response to the previous questions, particularly from the member regarding what this would cost agencies, we 
undertook some of that survey work for some of the agencies that had rolled in already to the Office of Shared 
Services, particularly the Department of Fisheries, the Department of Culture and the Arts and the Department of 
Treasury and Finance itself. Unfortunately, from a reputation perspective, Treasury and Finance was the most 
expensive at around $590 000. Bear in mind, though, that the roll-in included the amalgamation of employees 
who were previously employed by the Department of the Premier and Cabinet and who were then rolled into 
Treasury and Finance and then rolled into Shared Services systems. For the Department of Fisheries the cost was 
estimated at around $250 000 and for the Department of Culture and the Arts at around $407 000. There are, 
therefore, costs associated with these transitions. It is normal that any system implementation, whether it be 
externally imposed by an entity such as Shared Services or internal, has changed management costs associated 
with it. In the context of getting a comprehensive review of the options going forward, but also mindful of the 
fact that as each day passed it was costing us in terms of realising benefits out of Shared Services, we did not go 
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to the extent of costing what the agency expenditure would necessarily be to manage that change, on the basis 
that it was considered that that expenditure would be, in essence, equal across the various options. 
Mr T. BUSWELL: I just want to get this straight so that the Treasurer understands that the reality is that there 
are agency costs associated with the OSS project that are unique to the OSS project and that were not considered 
as part of the business case last year as costs going forward. That is a fact. The Treasurer has denied it before, 
but that is a fact. My second question — 
Mr E.S. RIPPER: Mr Chair, I think I have been asked a question and I would like to answer it. 
Mr T. BUSWELL: No, there is a second part to the question. I had not finished. I want to ask the question in 
two parts, and that was the first part. 
The CHAIRMAN: It is a question in two parts. Continue. 
Mr T. BUSWELL: The second part, Treasurer, is: as part of this review, were the anticipated benefits—
$50 million to $55 million a year—reviewed as well? In other words, the original business case developed by 
Deloitte was based on a certain cost that was thoroughly inaccurate, but it also estimated certain benefits 
flowing. I know that the Treasurer has analysed some of those costs, but not all of them. As part of this project 
that was conducted last year to justify the massive investment of now $450 million, I want to know whether the 
review examined also the flow of benefits that were largely based around, I recall, a reduction in head count in 
the agencies? Was that benefits package or that benefits estimate reviewed? 
Mr E.S. RIPPER: What was the first question again, Mr Chair? 
Mr T. BUSWELL: I ask only the second one; the first one was rhetorical. 
Mr E.S. RIPPER: No, it was a two-part question. Can the member repeat the first part, because the question 
was so long. 
Mr T. BUSWELL: The first part of the question was: does the Treasurer now agree that there were agency-
based costs associated with OSS that were not included in the business case? The second part of the question 
was: did the Treasurer review the benefits that were estimated in the original, and now discredited, business 
case? 

The CHAIRMAN: Before the Treasurer answers, it may benefit members on both sides of the chamber to keep 
questions brief; then they will not find it difficult to recall the first question. 

Mr E.S. RIPPER: To answer the first question first, I have already given an answer that I stand by; that is, 
although there were agency costs for rolling into Shared Services, those agency costs were common to all the 
options.  

Mr T. BUSWELL: That is not true. 

Mr E.S. RIPPER: Part of the agency costs, for example, is associated with the need to cleanse the data. We 
cannot roll data into a new system if there are anomalies, inconsistencies, duplications or gaps in that data. 
Agencies therefore are required to get their data in order before there is a roll into Shared Services. However, 
that is an obligation on agencies. Agencies should routinely cleanse their data and keep their systems in order. 
The most that could be said is that at a time of roll-in, costs for agencies may be brought forward or may 
crystallise earlier than otherwise might have been expected. If the option of Shared Services is not accepted, 
there would have to be some other new system for that agency in due course, and it cannot move to a new system 
without cleansing data. I did not conduct the review myself, but the advice available to me is, as I have stated to 
the committee, that although there are agency costs for rolling in, these are common to all the options for 
proceeding. 

Mr T. BUSWELL: The Treasurer did not answer the second bit about the benefits. 

Mr E.S. RIPPER: What was the second bit again? 

Mr T. BUSWELL: Let me explain it very carefully. 

The CHAIRMAN: Nice and concisely, Leader of the Opposition. 

Mr T. BUSWELL: The original business case conducted by Deloitte, which has now been generally 
discredited, had a benefits flow of around $50 million per annum—I think it was revised upwards to 
$55 million—as a result of the OSS. When the Treasurer re-examined the business case at the back end of last 
year, he re-examined parts, but not all, of the cost side of it. Did he re-examine the benefits side; and, if not, why 
not?  

[11.00 am] 
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Mr E.S. RIPPER: I have to take up the issue of the premise of the member’s question, which is that the original 
business case from Deloitte Touche Tohmatsu has been discredited. Does the member apply that statement to 
every aspect of the Deloitte business case, or does he regard, as I do, only certain aspects of the business case, 
but not the entire business case, as having been shown to be wrong?  

[Ms D.J. Guise took the chair.] 

Mr T. BUSWELL: If that is a question, let me answer it. That business case had three basic things: a cost, 
which has been discredited; a delivery time line, which would never have occurred; and a benefit stream. I want 
to know: did the Treasurer re-examine the benefit stream as part of his business case re-evaluation last year? It is 
not a hard question. 

Mr E.S. RIPPER: I will ask the Under Treasurer to comment on the question of how benefits were assessed in 
the review. 

The CHAIRMAN: The Under Treasurer has the call. 

Mr T. Marney: Thank you, Madam Chair. The benefits were probably the most robust part of Deloitte’s 
original business case. 

Mr T. BUSWELL: What is that based on? 

Mr E.S. RIPPER: Madam Chair, I do not think public servants should be interrupted and asked other questions 
directly; all questions are supposed to be directed through the minister. 

The CHAIRMAN: The minister is correct. Under Treasurer, please continue. 

Mr T. Marney: In essence, that is based on the construct of the original business case, including the analysis 
underpinning the scope of services that were to be provided out of the Office of Shared Services and the 
displacement that that would create back in the original agencies. My confidence around those benefits comes 
from two key aspects. First, we can control that scope; that is, what is done in the agency and what is done at 
shared services—we can actually control that variable. Second, we are able to realise those savings in a fairly 
clear and definable way through the shift of employees over time. If anything, the risk to that benefits case was 
that we would be in a situation in which we would in essence have to carry additional full-time equivalents until 
such time as they left the sector because they were no longer required to deliver services back in their original 
agency. The reality is, with the passage of time and the workforce constraints impacting on the state, that we are 
struggling to keep up. Therefore, that benefits realisation risk was on the side of downsizing the FTEs associated 
with the delivery of corporate services. That downsizing has happened through the workforce trends that we 
have been experiencing. Therefore, on the basis of my risk assessment, I did not feel it necessary to go back 
through the benefits numbers. I also think that since that original business case was made, unanticipated benefits 
of a non-financial nature have emerged. The Treasurer mentioned the cost to agencies of having to clean up HR 
systems data and finance systems data. That is imposing a discipline on the sector to make sure that its house is 
in order. There are pockets where we could be doing things better. This very useful process will ensure that 
everyone adheres to appropriate standards, be they Treasurer’s instructions or whatever. Although the Auditor 
General does a good job sifting through that from time to time with various investigations, a change such as this 
causes major interrogation of the quality of data in systems, and I think that is extremely healthy for the sector 
overall and provides a substantial non-financial benefit of this reform.  

Mr T. BUSWELL: I have one final question about the business case, which did not include all the costs and, as 
I now understand it, did not revisit the benefits flow. Why will the Treasurer not make that full review public? 

Mr E.S. RIPPER: First, the full business case is a cabinet document. It is not usual for cabinet documents to be 
made public. The second issue is that the document deals with commercial matters. We are required to continue 
to negotiate with partners in the project, including Oracle, and I do not wish to affect those negotiations. 
However, from the point of view of public confidence that the right decision has been made, I can make a 
number of comments. One is that the summary of the business case has been made public. The second comment 
I can make is that I have been advised on a professional basis by the Under Treasurer and the Department of 
Treasury and Finance that this is the right decision to make. The third point I will make is that the Office of 
Shared Services has a governance council on which a number of — 

Mr T. BUSWELL: It had one before! 

The CHAIRMAN: I am not particularly interested in the member for Vasse’s commentary. At this stage, I am 
more interested in the Treasurer’s answer. 

Mr E.S. RIPPER: The Office of Shared Services has a governance council on which a number of senior public 
servants are represented. That governance council considered the outcome of the review and recommended to 
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the government the course of action that the government has chosen. The members of that shared services 
governance council are: Mr Tim Marney, the Under Treasurer; Mr Menno Henneveld, the Commissioner of 
Main Roads WA; Dr Peter Flett, the Acting Director General of the Department of Health; Ms Cheryl Gwilliam, 
the Director General of the Department of the Attorney General; Mr Barry Sargeant, the Director General of the 
Department of Racing, Gaming and Liquor; Mr Ian Johnson, the Commissioner of the Department of Corrective 
Services; Mr Kevin Smith, who is a general manager in the Department of Education and Training; and, sitting 
next to me, Mr Brian Roche, an Executive Director in the Office of Shared Services. The government had before 
it a formal review, a DTF recommendation and a shared services governance council recommendation, all of 
which recommended the course of action that the government chose to undertake. 
Dr S.C. THOMAS: I refer the Treasurer to the “Outcomes and Key Effectiveness Indicators” table that 
continues on page 150 of the Budget Statements. At the top of that table is the line item that deals with the 
progress with shared services, and under that it refers to the “number of agencies rolling in by financial quarter”. 
Treasurer, let us look at the number of agencies rolling into the Office of Shared Services and compare that with 
the numbers predicted a couple of years ago. The numbers are interesting and I would like the Treasurer to 
explain them. In the 2006-07 budget, the Treasurer predicted that 38 agencies would roll into the Office of 
Shared Services. 
Mr E.S. RIPPER: Is the member looking at page 150 or page 165? 
Dr S.C. THOMAS: I am looking at page 150 in volume 1 of budget paper No 2. 
Mr E.S. RIPPER: I thank the member. I can see what the member is referring to.  
[11.10 am]  
Dr S.C. THOMAS: I will take the Treasurer back a couple of budgets. In 2006-07 the Treasurer estimated that 
38 agencies would roll into the Office of Shared Services but only 15 were rolled in. The 2007-08 budget 
recognised that 15 agencies were rolled in. The target for the next year was another 16, meaning 31 agencies 
were going to roll into the Office of Shared Services in those two years. Interestingly, from the original 38, there 
were only 31 agencies. Seven agencies were dropped off from two years ago. Which agencies dropped out and 
when will they go back into the process of jumping into shared services? Fifteen agencies were rolled in in the 
first year out of the expected 38. The government budgeted for 16 agencies and it only got nine so, presumably, 
24 agencies are currently rolled in and it is budgeting for another eight. If we add those up, theoretically, 32 
agencies will be rolled in by the end of 2008-09. The government rolled in one of those agencies that it dropped 
off from the original list of 38. It lost seven and picked up one. Why did that occur and which agencies are the 
budget papers referring to?  

Mr E.S. RIPPER: The entire shared services reform actually includes three shared services centres. There is the 
education and training shared services centre, the health corporate network and the Department of Treasury and 
Finance shared services centre. The education and training shared services centre was the winner of the best new 
shared services centre at the 2008 national Shared Services Excellence Awards. At the same national awards, the 
health corporate network was the winner of the award for best process improvement and innovation. 
Mr T. BUSWELL: They run on different systems to yours.  
Mr E.S. RIPPER: I am trying to proceed despite juvenile and immature interruptions. The Leader of the 
Opposition never learns from his mistakes. Unfortunately, he will continue to be juvenile and immature because 
he cannot learn.  
The DTF shared services centre is currently delivering finance services to 23 agencies. In March this year the 
Department of Local Government and Regional Development became the first agency to go live on the 
integrated Oracle business system. That is an important point. Some outside commentary has led some people to 
think that this integrated Oracle business system does not work and cannot work. The project has now 
progressed to a stage where it is working and it is providing services to an outside agency.  
Mr T. BUSWELL: It is three years late.  
Mr E.S. RIPPER: Again, we have a juvenile and immature interruption from the Leader of the Opposition. He 
cannot learn from his mistakes.  
The CHAIRMAN: Members, can we resist the personal commentary from both sides and continue with the 
answer.  
Mr E.S. RIPPER: The budget papers and the government’s ministerial statements have made it clear that this 
system has not progressed as quickly as has been planned and as we wanted. A number of difficulties were not 
foreseen at the time or if they were, they were seen as risks and, unfortunately, those risks have emerged. It has 
been harder, more challenging and has taken longer to get the DTF shared services centre up and running and to 
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get agencies rolled in. Naturally, we have already gone public with the information that agencies have not been 
rolled in as originally anticipated. That increases the costs because there is no revenue for DTF shared services if 
the agencies have not rolled in and it defers the savings because corporate services are still delivered in the 
traditional way, not the cheaper way that will ultimately be the case when the shared services centre is operating.  
Dr S.C. THOMAS: Of those agencies that are supposed to be rolling in, how many are now receiving full 
corporate services from the Office of Shared Services; that is, all the shared services from the office with which 
it was originally designed and promoted? 
Mr E.S. RIPPER: I will ask the Under Treasurer to answer that question. 
Mr T. Marney: Two entities are receiving the full suite of shared services, which includes procurement system 
support, HR, payroll support and finance support. 
Dr S.C. THOMAS: Fisheries and — 
Mr T. Marney: The Department of Local Government and Regional Development is the biggest one.  
Dr S.C. THOMAS: What about shared services itself?  
Mr T. Marney: Shared services is not in full swing because it is integrated with DTF systems.  
Mr M.P. WHITELY: I refer to the major achievements for 2007-08 on page 151 of the Budget Statements. The 
third dot point states — 

Developed a Cash Management Policy that will apply to all appropriation-supported agencies . . . to 
encourage a more proactive approach to the management of appropriation drawdowns and agencies’ 
cash balances.  

How will that work and what will the benefits be?  
Mr E.S. RIPPER: In days long gone agencies had a rush of last-minute spending at the end of the financial year 
before Treasury grabbed back the allocations and everyone started again. More recently—I am not saying this 
happened under our government—agencies have been able to carry over expenses from one year to another. On 
some occasions, particularly in the type of economic circumstances we have, agency capacity to expend the 
appropriations that they have been given is not as great as originally forecast. For example, an agency may be 
funded for a new program or expansion of an existing program and it has not been possible for it to recruit staff 
given the tight labour market in Western Australia. That results in agencies building up significant cash balances. 
The way our accrual accounting system works, if agencies draw down on those cash balances in a way that is 
surprising to Treasury and the Treasurer, that can have an unintended consequence for the management of the 
operating balance. It is important that we centrally control drawdowns on cash balances because those 
drawdowns are one contributor to the level of expense and the level of expense growth. We have adopted a 
process of managing agencies’ handling of their cash balances as part of managing expense growth and 
managing level of expense. I am not the expert on accounting in these issues. A Treasury officer may like to add 
some comment. 

Mr M. Barnes: The Treasurer approved a cash management policy in December last year. The policy is 
published on the DTF website. We are tackling the issue of cash management at both the front end and the back 
end. At the front end we are tackling it through tighter management of agencies’ drawdowns of their cash 
appropriations. We are currently in discussions with the largest 21 agencies across the sector to get a better 
understanding of their cash needs and to better manage how much they are drawing down each fortnight for their 
appropriations. The policy is in the process of being implemented.  

At the back end, the policy also gives effect to a new power in the Financial Management Act 2006, which 
Parliament passed a bit over 12 months ago. That new power in section 20 of the Financial Management Act 
enables the Treasurer to transfer any excess cash out of agencies’ operating accounts back into the consolidated 
account. We are hoping that we only need to use that as a last resort by tackling it at the front end. That power is 
there; it is implemented in the policy and it will be used to manage cash balances at the back end of the process.  

[11.20 am] 

Mr T. BUSWELL: I will go back to shared services on page 146, if that is okay. I want to follow up on the roll-
in that the member for Capel touched on before. As I understand it, two agencies are currently on the full-blown 
Oracle system. In the original business cases for the Office of Shared Services, agency roll-in schedules were 
completed. They provided an opportunity to check on how things were going. The one I have here is well and 
truly redundant, because it is all supposed to be finished by December 2006. That has all been well documented. 
Is there a current agency roll-in schedule; is the project on track in relation to that schedule; and is that schedule 
publicly available, so that ordinary mug punters like me can keep a bit of an eye on things? 
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Mr E.S. RIPPER: Since the decision was made to proceed and the new project management plan was adopted, 
the advice to me is that we are on track and meeting the requirements of the plan. I will ask the Under Treasurer 
to comment on the roll-in schedule. It is a reasonable question for the member to ask, because the roll-in 
schedule is critical to the overall performance of the organisation. Slow roll-in has two financial impacts: it 
delays revenue to the shared services centre, and that revenue obviously has to be found from elsewhere, and it 
delays savings. It has a double impact on the finances. Keeping the roll-in schedule intact is an important part of 
delivering the best financial outcome possible. I will ask the Under Treasurer to make a comment on that. 

Mr T. Marney: In part, I will go back to the previous question, which was about which agencies have come in 
and out of the roll-in schedule with the development of the new integrated plan. I am happy to provide a 
schedule of major milestones in the project associated with roll-in. In essence, the roll-in schedule has been 
restructured to achieve maximum learning in the process throughout the current year, and then maximum benefit 
in the timing of major agency roll-ins thereafter. Some major entities will deliver a big chunk of the benefit of 
the rollout of shared services and enable us to reach significant volumes of transactions to achieve efficiency. 
Those entities include Main Roads, the Department of the Attorney General and the Department of Corrective 
Services. The roll-in schedule has been restructured to enable us to learn our way through the process with 
smaller and medium-sized agencies, and then hit the ground running very hard to try to roll in some of those 
bigger agencies. As I said, I am happy to give the member, by way of supplementary information, a high-level 
picture of that roll-in schedule, so that he can keep us on track and keep me accountable for the delivery of that 
integrated plan. 

Dr S.C. THOMAS: We want to keep the minister accountable, rather than the Under Treasurer. 

Mr T. BUSWELL: The Under Treasurer has offered to take a pay cut. 

The CHAIRMAN: Members, that is inappropriate. 
Mr T. Marney: I think I have also indicated that a particular section of my anatomy is on the line should this go 
belly up. In essence, the integrated plan is structured through the current year to stabilise the system. Roll-in is 
not a huge activity through this year. It is a matter of getting the systems platforms to a steady state. Having 
rolled into a fully integrated suite earlier this year enables us to have the confidence that this is the system that 
can work, so now we are investing in stabilising that system to make sure it is robust before we load it up with 
transactions and agencies. 
Mr E.S. RIPPER: I will provide a summary of the roll-in schedule under the current integrated plan. 
[Supplementary Information No A33.] 
Mr T. BUSWELL: I may already have that; I am not sure whether it came from the Treasurer’s backroom 
people or from mine—I was not watching. The document I have looks like it is off the website. It is a roll-in 
schedule as at 17 March 2008. That may well be the information I was seeking. However, I want to follow up on 
this for the public record. According to the schedule, under the revised plan, the last agency will go live in the 
first quarter of 2013. Is that correct? 

Mr E.S. RIPPER: Yes. 

Mr T. BUSWELL: Will the roll-in component of the project be completed in the first quarter of 2013? 

Mr T. Marney: The new integrated plan does stretch out to 2013. As I pointed out in previous answers, it is fair 
to say that the new integrated plan is designed to get maximum bang for the buck as early as possible in the 
program. That is why we are focusing on some of the larger agencies right up front. It will take us some time to 
roll in the myriad agencies right across the public sector. I am hopeful, however, that we will be able to do better 
than the integrated plan; that is, once we get our systems and processes humming nicely, we will be able to pull 
forward from that 2013 date and tidy up the stragglers in the roll-in schedule. We will be certainly driving to 
achieve a better than forecast outcome. 

Mr T. BUSWELL: I am just very interested in the implementation. So far, the Department of Local 
Government and Regional Development is on the integrated system. Which other departments are anticipated to 
be running live on the fully integrated Oracle system by the end of the 2008-09 financial year? 

Mr E.S. RIPPER: As the Under Treasurer has already explained, now that it has been shown that the integrated 
Oracle system can work and deliver, and that it works for the Department of Local Government and Regional 
Development, the focus this year is on strengthening the stability of the system; doing work preparatory to 
moving on to the rolling in of agencies. The agencies to be rolled in early will be those that help deliver us a 
bigger slice of the savings. The Under Treasurer has been dealing with roll-in schedule questions, so I will ask 
him or Mr Roche to answer the question about which agencies are projected to be rolled in during 2008-09. I am 
a bit surprised at the question, because we have already agreed to provide the roll-in schedule, and the Leader of 
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the Opposition says that he has obtained it from the website in any case, so perhaps he already knows the 
answer, but I will ask the Under Treasurer or Mr Roche to answer nonetheless.  

[11.30 am] 

Mr T. Marney: The next agencies to roll in are the Office of Energy, the Office of Native Title and the State 
Supply Commission. All those will be rolled in during the integrated full solution. The Economic Regulation 
Authority will have a human resources payroll roll-in, followed by Main Roads—that will focus on the finance 
side of Main Roads. That is really the schedule for the current calendar year. Although it is important that we hit 
those milestones with particular agencies, I think it is also important to recognise the volume of transaction that 
is being processed already through the Office of Shared Services. Between July 2007 and April 2008 around 
$263 million worth of transactions were processed through accounts payable, and just under $100 million 
through accounts receivable. That is a total number of transactions in excess of 75 000 over that period. We have 
systems running, we are processing major transactions and we are now starting to get some efficiencies, but we 
need to ensure that we have a stable environment to bring in agencies. If anything, as I stated previously, the roll-
in schedule is overly conservative, and we will be doing everything we can to do much better than that. 

Mr T. BUSWELL: I am sorry to have to ask again, Madam Chairman. I know that I got this information off the 
website, but I cannot quite analyse it in the way I want to at the moment. That is why I am asking the question. 
To help whoever is sitting here next year, and it may or may not be us — 

Mr E.S. RIPPER: It could be the member for Capel, I guess. 

Mr T. BUSWELL: This is to help whoever is sitting on this side of the Parliament next year, so that they can 
have a quick checkpoint of how things are going. In 2007-08 the Department of Local Government and Regional 
Development became fully integrated. So that we can ask the questions simply, which agencies, in addition to 
the Department of Local Government and Regional Development, does the Treasurer expect will be fully 
integrated by the end of 2008-09?  

Mr E.S. RIPPER: My advisers tell me that they have just read out that information.  

Mr T. BUSWELL: Some of them were for HR only. 

Mr E.S. RIPPER: Madam Chairman, there was a point on an answer to a previous question, and I can provide 
some additional information. There was a question on the realisation of benefits. The benefits are realised 
because ultimately we employ 700 fewer people to perform the corporate services that the general government 
sector needs. In a tight labour market in which it is difficult to recruit people and in which public sector wages 
are under pressure, that is a significant benefit.  

Mr T. BUSWELL: We are obviously not going to get much help here. I understand the roll-in of the HR payroll 
system is now up and running at the Department of Local Government and Regional Development. Have any 
cases been reported to the Treasurer or his staff of people not getting paid or having problems with their pay as a 
result of the transition?  

Mr E.S. RIPPER: I am always reluctant to say that I have received nothing, in case one of my staff members 
has received an email or telephone call, but no such case has been brought to my attention so far as I can recall. I 
will ask the Under Treasurer or the executive director to comment on whether there have been any complaints on 
the operation of the payroll system for the Department of Local Government and Regional Development.  

Mr T. Marney: I have not personally received any complaints of people being underpaid as a result of roll-in to 
Shared Services of local government and regional development. That is not to say that there were not glitches 
over that roll-in month. To ensure and monitor the quality of that transition, and to ensure that people do not get 
short-changed in that process, we run parallel systems for a period and crosscheck them. That is part of our 
transition process. It may be that during that crosschecking process some cases have come to light and they have 
been resolved. No-one has approached me in any way and said, “You have short-changed me. I’m not getting 
paid.”  

Mr E.S. RIPPER: It is clearly a risk when we move to a new payroll system that we will get some instances 
where there are mistakes. I can recall being in opposition when the previous government introduced the 
PeopleSoft system in the Department of Education and Training. I received a lot of complaints at that time from 
teachers who had not been properly paid. Those complaints have ceased, so clearly the system was ultimately 
able to deliver, but it is a risk during the transition to a new system that mistakes will be made. 

The CHAIRMAN: Before I give the member for Capel the call, I wish to remind members that they have less 
than an hour and a half left and five further divisions still to go. Members might like to be cognisant of that fact.  
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Dr S.C. THOMAS: I would like to follow up on the roll-in and the complaints issue. The Treasurer has talked 
about complaints and specifically about people being underpaid. I presume he does not get any complaints if 
people are overpaid, although we live in hope. Does the Office of Shared Services have a complaints section 
across all areas, does it receive complaints and what level of complaints does it receive? 

Mr E.S. RIPPER: I will ask the officers to answer that question. 

Mr T. Marney: We have complaints-monitoring processes in place, and we have built some pretty good 
measurement systems for our complaints handling. It is fair to say that they have not reached full swing yet, but I 
anticipate that we will get to a situation in which we have a live measurement of the amount of follow-up issues 
that are being chased and tracked down. There have been a couple of areas where there have been difficulties in 
the transition from existing agency business processes to the business processes that are associated with the 
Shared Services platform. That is inevitable in any change management exercise. I think it will be some time 
before that noise goes away, but, in essence, the level of complaint is monitored and tracked very closely and the 
Shared Services Centre has done considerable training in customer service and customer focus to ensure that we 
handle those issues as best we can and to the satisfaction of the client agencies. 

Dr S.C. THOMAS: Given that customer satisfaction is monitored very carefully, information on it should be 
relatively readily available. Will the Treasurer provide—perhaps by way of supplementary information, because 
I do not expect him to have it in his head—the total number of complaints and the major categories in which they 
fall?  

Mr E.S. RIPPER: I will ask the Under Treasurer to respond to that. 

Mr T. Marney: We log all complaints that come in against the particular areas that they are associated with. I 
think it would be useful for us to put that information into context with what is happening elsewhere. We are 
engaged in a major national benchmarking exercise. I think the most productive form of that information would 
be to provide it in conjunction with that benchmarking information and also to enable the likes of the 
Department of Local Government and Regional Development to wash through that roll-in process to see what a 
steady state level of interaction of service requests is. That information is fed through to our client management 
council on a quarterly basis. I propose providing the next report for the June quarter once it is available, if that 
would be satisfactory to the member.  

[11.40 am] 
The CHAIRMAN: I think that means that the member will need to put a question on notice.  

Dr S.C. THOMAS: I am still confused about whether that is a yes or a no. Is that a “yes, after the June quarter”?  
Mr E.S. RIPPER: We will not be providing that by way of supplementary information. We are prepared to 
provide the information after the benchmarking exercise has been completed and we have finished the transition 
of the Department of Local Government and Regional Development. We will provide that information in 
probably June or July.  
Dr S.C. THOMAS: Will that information contain the total number of complaints broken down into categories? 
By way of explanation, I do not mean that it should be broken down into specific complaints but, for example, 
that X number were payroll based etc. Will the Treasurer provide those absolute numbers?  
Mr E.S. RIPPER: I will provide the outcome of the benchmarking exercise. If the member wants further 
information, he can ask further questions at that time.  

Dr S.C. THOMAS: I am still not sure whether that is a yes or a no.  
The CHAIRMAN: All will be revealed.  
Mr E.S. RIPPER: Or not. 

Mr T. BUSWELL: Can the Treasurer give us an idea of the current, to-date spending on the shared services 
reform program and what the total spend will be over the life of the implementation of the project? Also, how 
many staff are based in Cannington?  

Mr E.S. RIPPER: The Under Treasurer will cover those issues.  

Mr T. Marney: At 30 April 2008, the total spend by the project was $197.3 million, with capital expenditure of 
$104.3 million and recurrent expenditure of $93 million. Those are the costs to date. In terms of the total number 
of employees, there are currently 235 full-time equivalent employees, with 180 of those in the shared services 
centre, which is the branch that provides services directly to agencies. Of those, 55 are in the project division, 
which has responsibility for delivering the systems and for continuing to stabilise and improve the system’s 
infrastructure.  
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Mr T. BUSWELL: What will be the expected total spend over the four years of the forward estimates on the 
OSS project in both areas; that is, the shared services centre in Cannington and the project management division, 
which I think are services 11 and 12 in the Budget Statements? 

Mr E.S. RIPPER: In the interests of having complete information, it is worthwhile pointing out that the shared 
services reform is a tripartite reform. There is also the health corporate network, which has 610 FTEs, including 
200 who are undertaking supply functions, and the education shared services centre, which has 310 FTEs. Part of 
the expenditure, which the government announced for the forward estimates period in the midyear review, 
includes some additional money for those other two parts of the tripartite shared services centre reform. I will 
pass to the Under Treasurer to talk about the forward funding.  

Mr T. Marney: The forward funding includes $218 million to build the business systems and $219 million to 
establish the DTF shared services centre. That $219 million includes savings deducted from agencies’ budgets as 
part of the realisation of benefits.  
Mr T. BUSWELL: I am sorry for interrupting, but is that in the forward estimates?  
Mr E.S. RIPPER: I understand that this is a breakdown of the total funding from 2003-04 to 2011-12.  
Mr T. BUSWELL: My apologies.  
Mr T. Marney: I am trying to give the Leader of the Opposition the entire cost position.  
Mr T. BUSWELL: My apologies. I became temporarily excited.  
Mr E.S. RIPPER: I understand that the Leader of the Opposition has that problem from time to time.  
Mr T. BUSWELL: It happens to all of us, I hope!  
Mr T. Marney: If we can refocus on the business at hand — 
The CHAIRMAN: An excellent idea, Under Treasurer. I am absolutely with you on that one. 
Mr T. Marney: An additional $54 million is for health and education as well as for the shared services centres. 
Funding sources associated with that entire spend include $235 million in capital funding and $256 million in 
recurrent funding.  
Mr T. BUSWELL: Sorry, what was that for?  
Mr T. Marney: That is the split of the total funding between capital and operating expenditure.  
Mr T. BUSWELL: Is that amount of $491 million the total cost of the OSS project, excluding the HCN and the 
education facility?  
Mr E.S. RIPPER: The advice to me is that the figure of $491 million is the total funding for the shared 
corporate services reform, which includes the three shared services centres, from 2003-04 to 2011-12.  
Mr T. BUSWELL: So the $54 million was extra. I am sorry to ask about this, but the information is 
occasionally lost in translation. I am interested in what is now the Treasurer’s bit. It used to be the Premier’s bit 
but he could not run it properly, so it is now the Treasurer’s bit. The total cost is $218 million and $219 million.  
Mr E.S. RIPPER: I have made this point before and it needs to be made every time to correct the record: the 
Premier has never had ministerial responsibility for this. No-one who has occupied the position of Premier 
during the life of this government has had ministerial responsibility for the shared services reform.  
Mr T. BUSWELL: That is funny, because not last year but the year before we got to ask the Premier about it, 
which strikes me as being quite odd if he did not have ministerial responsibility for it. How can the Treasurer 
explain that?  
Mr E.S. RIPPER: Perhaps I need to restate the point: neither this Premier nor the previous Premier has had 
ministerial responsibility for the shared services project. It has been the responsibility of different ministers from 
time to time, but never the Premier’s.  
Dr S.C. THOMAS: I refer the Treasurer to the staffing of the Office of Shared Services. I understand that the 
position of executive director is currently an acting position. Has that position been advertised? If not, when will 
that position be advertised? Do any statutory requirements dictate the timing of the advertising for a substantive 
position?  
[11.50 am] 
Mr E.S. RIPPER: Under the Public Sector Management Act these are not matters for ministers; rather, they are 
matters for chief executive officers. Therefore, I ask the Under Treasurer to answer that question.  
Mr T. Marney: The process of appointing someone to the position of executive director of shared services, 
which is one of my executive positions, has commenced. I expect that it will be advertised within the coming 
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week and that it will be advertised for the normal period; that is, for four weeks. The delay on my part in 
advertising the position was associated with the need to have a clear and integrated plan in place and, therefore, a 
clear job description. Having put that clear description in place, I have proceeded to advertise the position. The 
Director General of the Department of the Premier and Cabinet and I had to work through some classification 
issues to ensure that the position was appropriately classified so that it could be competitive in the market.  
Dr S.C. THOMAS: I refer to the general staffing of the various parts of the shared services project, which 
involves 180 staff in Cannington, 55 staff in the project division, 610 staff in the area of health and 310 staff in 
the area of education. Of the staff who have arrived for the shared services project, how many are new or 
additional staff and how many are transfers from other agencies within government?  
Mr E.S. RIPPER: It is a tall order to answer that question during an estimates committee process. The key point 
is that when this is fully implemented, there will be 700 fewer staff working on back-office government 
operations. That is how we will achieve savings. Given that it is difficult to recruit people in this tight labour 
market, it is also an operational benefit. It will be quite difficult in this labour market to recruit people to work in 
corporate services areas in the public service. If we can save the need for 700 jobs, thus save 700 salaries, that is 
a worthwhile project. In the end, we are headed for 700 fewer people working in this area. When we began this 
reform we thought it had the potential to be quite controversial. However, given that our economic 
circumstances have changed, it is a positive operational bonus.  
Dr S.C. THOMAS: It may well be controversial. It has to eventuate, and at this stage we have only the 
Treasurer’s word that it will happen that way. It may be controversial in the union sector. For those departments 
that have been partially or completely rolled into the shared services project, how many staff have been made 
redundant from those departments because those services are now being provided by the shared services project?  
Mr E.S. RIPPER: I will ask the Under Treasurer or executive director to deal with that question. These staffing 
matters constitute a machine with many moving parts. Some people would have shifted to other parts of the 
public sector, some would have retired and some would have shifted to shared services. All manner of 
movements would have occurred. The key point ultimately is that to achieve savings we must arrive at a 
situation in which there are 700 fewer jobs. That is where we are headed. Funding for all full-time equivalents 
that carried out in-scope corporate service activities has been either removed from the client agency’s budget—
and that funding is part of the $55 million a year savings—or, alternatively, paid to DTF as a fee for services 
received from the shared services centre. The key issue is that once the agencies are rolled in and once they start 
to receive services from the shared services centre, they are not paid to employ the staff who would have 
previously provided that service. If permanent staff, as individuals, have chosen not to transfer to the DTF shared 
services centre and have remained with the client agency, they will either now have been redeployed into other 
positions that do not deal with these transactional services, or not been replaced if they have left the agency.  
Dr S.C. THOMAS: Is the Treasurer saying that despite the fact that he is recommending that 700 public servant 
jobs be lost with the transfer of activity to the Office of Shared Services —  
Mr E.S. RIPPER: Ultimately. 
Dr S.C. THOMAS: — those agencies may not transfer those people—even though they will transfer the work—
but retain them to work in other sections? They might become media or policy advisers within various 
government agencies. How can the Treasurer ensure that the agencies will not keep some or all of the staff who 
were performing those functions to perform other functions that may or may not be necessary? The Treasurer is 
selling this on the basis that the government will save taxpayer dollars because there will be 700 fewer jobs. 
However, it is possible that the government is only transferring jobs. How many jobs have been removed from 
those departments that have already rolled in?  
Mr E.S. RIPPER: The key point is that we take the money. They do not have the money to continue to employ 
those people because we remove it from their budgets. They do not have the money to pay those people—that is 
how we can be assured.  

Dr S.C. THOMAS: The government makes those agencies make a payment. However, the government may 
hold the money even after those people have been rolled in.  

Mr E.S. RIPPER: They do not have the money. They do not retain that money in their budgets. They cannot 
afford to employ these additional people. The money is not there. That is how we realise the benefits. We are 
confident about this because we control the budget and we take the money. That is how we realise the benefits.  

Dr S.C. THOMAS: In a previous answer the Treasurer said that the roles of some agency people will be 
transferred to the shared services sector. The Treasurer said that some people have decided not to go to shared 
services or have declined that transfer. I presume they have a right to do that. How many people have declined to 
be transferred from agencies into the shared services department?  
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Mr E.S. RIPPER: I will ask the member to put that question on notice. I cannot commit to provide that level of 
detail in the time frame available. In any case, it is not germane to the issue at hand because the key point is the 
aggregate number of staff members, and that is handled by the budget reduction. The fact that an individual 
chooses to work in a different role in the agency instead of moving to shared services does not affect the overall 
aggregate. I am happy to provide information if the member puts the question on notice. I do not believe that this 
level of detail can be provided in the time frame available for supplementary information during estimates.  

Dr S.C. THOMAS: Is the Treasurer also suggesting that I ask the various ministers to provide, by way of a 
question on notice, the before and after staff numbers of the agencies that have already been rolled in?  

Mr E.S. RIPPER: I am suggesting that the question on notice be directed to me.  

[12 noon] 

Mr T. BUSWELL: I refer to shared services in the Budget Statements and to the executive summary that 
appears on the DTF website as it relates to the revisited business case that we talked about earlier. It 
recommends a couple of things; firstly — 

. . . it is recommended there should be a focus by Government and specifically the Department of 
Consumer and Employee Protection (DoCEP) on a program of aggressive award standardisation to 
significantly reduce the complexity (and perhaps the number) of awards to be developed — 

That is about the awards that the Office of Shared Services must build payroll systems around. I understand that 
one of the main problems with this whole implementation of shares services has been the complexity of the 
award structure. For example, without being disrespectful, the tea lady at Main Roads had her own award. Has 
that happened? Clearly, that is part of one of the critical success factors in this process moving forward.  

The CHAIRMAN: We can deal with that part first and then I will come back to the Leader of the Opposition. 

Mr E.S. RIPPER: This is another reform benefit from moving to the shared services operation. As a result of 
this overall reform program, there will be a program of award simplification, standardisation and rationalisation. 
That is a good thing for the public sector. It is ridiculous that some agencies have had different ways from other 
agencies of paying things, such as travel allowances. We have discovered that we have inherited circumstances 
in which there are not only differences between agencies, but also some agencies have up to three different ways 
internally of handling these various award entitlements. A big benefit of the reform program, which is hard to 
quantify financially, will be simplified, rationalised and standardised award administrative processes across the 
public sector. To the extent we are able to achieve that, we will reduce the risk associated with Oracle’s build of 
the payroll system, because the more there is a requirement for boutique solutions in information technology, the 
more there is risk and cost. Standardisation has a cost benefit, but it also has a broader benefit for the public 
sector that is difficult to quantify; nonetheless it is real.  

Mr T. BUSWELL: Is that award standardisation happening?  

Mr E.S. RIPPER: It is happening.  

Mr T. BUSWELL: The executive summary also states in part — 

Option 1a’s endorsement should also include a reassessment of the status of the DTF Shared Services 
program in the 2nd quarter of 2008 — 

I am assuming that is this quarter. To continue — 

in order to better determine any potential risks and issues with proceeding with the full program.  

Is that review about to be conducted, given that, by my estimation, we are halfway through the second quarter of 
2008?  

Mr E.S. RIPPER: I will ask the Under Treasurer to comment in a minute. We will ride this project hard, given 
the experiences we have had. We will be very closely reviewing the progress of this project on an ongoing basis. 
Although a recommendation was made by DTF and from the Shared Services Governance Council to proceed 
with the Oracle solution, this second review is to provide further assurance that that option is still on track and 
still the best course of action. With any big project, in particular with big information technology projects, it is 
important to have very robust governance and regular review practices. This has been developed in some other 
jurisdictions such as the United Kingdom and Victoria with so-called gateway methodology whereby 
independent peer review of major projects is done at key decision-making points. That assists in the decision, so 
that the people who have ownership of the project are not the only people providing advice at the time of those 
decision-making points. We will be subjecting this project to that second review and we may subject it to further 
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gateway processes. I will ask the Under Treasurer to provide detail on what stage that review is at. I make no 
apology that we are riding this project hard to deliver those savings.  

Mr T. BUSWELL: If only that had happened for the first few years of the project, we might not be having this 
conversation. 

Mr E.S. RIPPER: When difficulties emerged, we took appropriate action to put the project into the proper 
hands.  

Mr T. Marney: The review process will get underway through June. We have not commenced it at this point. 
Some commercial issues are wound up in that process. We will need to bring together the experience of roll-in 
system stabilisation, which has been the major focus of the current month, as well as commercial negotiations 
towards the end of this month. We will then stand back from it all and have a good hard look to make sure we 
are still on the right path and decide whether we can take a better path or whether there are opportunities for us 
to accelerate the delivery of the integrated plan.  

Mr T. BUSWELL: When will the review be completed?  

Mr E.S. RIPPER: I will have to take advice on that.  

Mr T. Marney: We will conduct the review itself through the month of June and we will complete it, I expect, 
by the end of June, as per our commitment and as per government’s previous decision and the requirement of our 
department. The consideration of that review is unlikely to occur before, I would say, August, because the 
governance council will undertake and consider the outcomes of the review process through June. Treasury is 
then required to submit that for government’s consideration.  

Mr T. BUSWELL: The executive summary states — 

An unsatisfactory review outcome (around Awards) should lead to the consideration of the 
Talent2/Alesco HR/Payroll solution (Option 1b) as a contingency position.  

That is the solution used at HCM, as I understand it. It seems from that statement that the critical factor is what 
happens with awards and the capacity of the system to deal with the number of awards that are available. Is it the 
Treasurer’s view that enough is being done to ensure a satisfactory review outcome, or is it still the case that, 
when the review is completed and assessed in August, the Treasurer may have to jump ship, abandon Oracle and 
go to the hybrid Oracle Talent 2 solution, which is currently used at HCM?  

Mr E.S. RIPPER: The review is the review—it is a genuine review. I will be guided by its outcome. My instinct 
is that the present system will come through that review, but I am not prejudging. I will wait and see what the 
analysis shows. Award simplification and administrative rationalisation is one factor that needs to be undertaken 
with vigour to get the best result out of this reform. However, there are other factors, including the way in which 
the shared services centre itself is configured and managed.  

Dr S.C. THOMAS: I will move away from the Office of Shares Services to give the Treasurer a bit of a break. 
The third dot point under “Major Achievements For 2007-08” on page 156 of the Budget Statements refers to the 
department contributing to the development of a revised public sector wages policy. Can the Treasurer update us 
on the government’s public sector wages policy and what increases the government is aiming for in the public 
sector over the next few years?  

[12.10 pm] 
Mr E.S. RIPPER: Public sector wages are a very significant issue for the management of finances and for the 
delivery of services to the community. We cannot deliver services without the key workers to provide those 
services. In a tight labour market with a booming economy in which people have lots of other options, the public 
sector, as an employer of 100 000 people, has experienced significant retention and recruitment issues. On the 
other hand, salary costs amount to about 40 per cent of our overall budget. Although we have a booming 
economy, our share of the goods and services tax is declining and the Commonwealth Grants Commission is still 
making assessments that Western Australia has a lower requirement to pay good wages than have some other 
states. The Grants Commission therefore is still penalising us on the basis that wage costs are lower in Western 
Australia than they are in other states. We have to balance those two requirements. We have, therefore, adopted a 
policy that says we will keep pace with what is happening across the economy in Western Australia. We will not 
get ahead of private sector wages growth, because that would be financially unsustainable and would be bad for 
the operation of other businesses in the economy. However, we cannot afford to fall behind what is happening in 
the rest of the economy because we would compromise our ability to retain, improve and deliver services. That 
is, therefore, our general policy, and we apply that general policy, but not in a locked, stepped, rigid or uniform 
way, because there are some circumstances in which there are particular pressures on wages or recruitment and 
we must respond to those pressures with a more generous settlement. 
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Dr S.C. THOMAS: I have a further question. 

The CHAIRMAN: A further question from the member for Capel. 

Dr S.C. THOMAS: If the policy of the Treasurer is to limit public sector wage increases to private sector wage 
increases as a general rule of thumb, which I think is what the Treasurer just said, can the Treasurer give us an 
indication of the part of the private sector he is using to work out the figures that he would use for the public 
sector; that is, is the Treasurer taking an overall private sector average increase or is he looking at specific areas 
excluding, for example, executive management of major corporations from that process, as they are doing very 
well just at the moment? On what sector of the private sector is the Treasurer basing his figures for his wages 
policy for the public sector? 

Mr E.S. RIPPER: I hope the member appreciates that it is not a simple rule, because we do allow for variations 
in the wages policy when there are particular recruitment or retention issues. However, we do look at the figures 
on the economy-wide wage movements. 

The CHAIRMAN: I do not have any further questions on my list. 

Dr S.C. THOMAS: Okay, put me back on the list then. I will keep raising my hand if this process is slowing 
down a bit. 

The CHAIRMAN: A further question from the member for Capel. 

Dr S.C. THOMAS: On a different topic, I refer the Treasurer to page 145, the first dot point on climate change. 
I am just giving the Treasurer a page number so that I can ask him a question. Let us talk about climate change 
for the time being. I presume that Treasury has done significant modelling on the impacts of climate change 
generally, but more specifically carbon trading and the cost of carbon imposts. Can the Treasurer give us an 
indication of the modelling that Treasury has done, some of the expected out costs and some of the parameters 
that he has used in that modelling? 

Mr E.S. RIPPER: Treasury has been modelling the possible impact of emissions trading on the Western 
Australian economy. Of course, we do not have a determined national scheme on which to base that modelling. 
However, the states, during the period of the Howard government through the Council of the Australian 
Federation, developed a proposal for a national emissions trading scheme, and the Department of Treasury and 
Finance has modelled the impact of that proposal on the Western Australian economy. Because that proposal 
includes protection for trade-exposed, energy-intensive industries, of which Western Australia has more than its 
proportionate share, the actual impact of that national emissions trading scheme on the Western Australian 
economy was fairly modest. The outcome on the Western Australian economy of a determined national 
emissions trading scheme will depend, firstly, on the severity of the cap on emissions. Flowing from the severity 
of the cap will be the ultimate price for carbon emissions that people will have to pay through the permit system. 
The second key element is the protection that will be given in the arrangements for our trade-exposed, energy-
intensive industries. These industries have a good argument for protection if their competitors in other countries 
are not subject to charges for their carbon emissions. As soon as those competitors in other countries are subject 
to charges for their carbon emissions, the argument for protection of Western Australia’s trade-exposed, energy-
intensive industries will fall away. This is a matter of great interest and concern for Western Australia. All of us 
have an interest in both sides of the argument. It is argued by those who are expert in climate science that the 
south west of Western Australia is particularly affected by the drying of the climate as a result of global 
warming. On the other hand, we are the most internationally exposed of the state economies in this federation 
and we have a lot to lose economically if our industries are subject to arrangements that do not apply to their 
competitors. 

Dr S.C. THOMAS: I have a further question. 

The CHAIRMAN: A further question from the member for Capel. 
Dr S.C. THOMAS: More specifically in terms of Treasury’s modelling, has it modelled a cap and price trading 
system or has it modelled a generalised cost of carbon across all sectors? In terms of that modelling, did it 
assume that current carbon emitters would be allowed to emit on a permit system their current level and that their 
activity would be applied to further activity beyond that or did they work on an immediate cut or a graduated cut 
in relation to their modelling for carbon costing? 
Mr E.S. RIPPER: The Under Treasurer would like to add some clarification to the remarks I made. In 
particular, I think he wants to advise on how we are working with other industries on this issue.  

Mr T. Marney: The Department of Treasury and Finance of Western Australia is not doing its own stand-alone 
modelling. We are undertaking a modelling exercise in concert with other jurisdictions. It is, therefore, an all-
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states combined modelling exercise to try to maximise the expertise that we can bring to this question. Because 
of the complexities of modelling both — 

Dr S.C. THOMAS: Jumping through the Treasurer, does that include the commonwealth as well? 

Mr E.S. RIPPER: The Under Treasurer will answer that. 

Mr T. Marney: The modelling exercise, up until late last year, was confined to states only, but was considered 
in various forums with heads of Treasuries around the country, including the commonwealth. More recently we 
have engaged with the commonwealth, and fairly productively, in a joint modelling exercise. That is yet to be 
completed. It is really a work in progress at this point. I would be more than happy, with the Treasurer’s consent 
of course, to offer a briefing to the member or his staff on the background to the modelling that we have done 
with other states and the modelling we are currently doing in conjunction with the commonwealth.  

Dr S.C. THOMAS: I will take the Under Treasurer up on that offer. 

[12.20 pm] 

Mr E.S. RIPPER: This is such an important issue for all of us in this Parliament that I would be very happy for 
the opposition to have a briefing on this matter. This is a fundamental issue for Western Australia’s economic 
and environmental future. The more information we have, the better.  

Dr S.C. THOMAS: I will take the Treasurer up on that.  

Mr C.J. BARNETT: If we have a briefing, I will certainly go along. What is the Treasurer’s understanding of 
what might be proposed for a national scheme? Given his previous comment, I take it that if pricing of carbon 
were to be part of a trading scheme, export industries might be exempt. However, if there were also a component 
of an absolute cap, is it the Treasurer’s understanding that export industries would be exempt from that? There 
are two different aspects to it.  

Mr E.S. RIPPER: I think I understand the question that the member for Cottesloe asked. I do not think I can 
give an answer. My understanding of where the discussions have been heading is that there would be a level of 
protection for trade-exposed energy-intensive industries, not for all exporters, but those that are exposed to 
international competition and are energy intensive. One of the key issues will be what level of international 
competition are we exposed to and how energy intensive is the business? I think the member is asking whether 
we are placing those industries’ emissions outside a national cap. That is a very interesting question that I have 
not heard an answer to.  

Mr C.J. BARNETT: I think we are on the same wavelength. For example, let us say there is an exemption for 
energy-intensive export industries such as liquefied natural gas, so that they are exempted from carbon pricing 
and therefore from a trading issue. If they form part of the cap, the absolute limit, the LNG project—LNG being 
the largest emitter of greenhouse gases—can go ahead because it does not have a carbon tax component, but 
under the cap it would use a large part of Western Australia’s entitlement and therefore through greenhouse caps 
would crowd out other industry in the state.  

Mr E.S. RIPPER: I can see that if it were part of the cap, it would increase the carbon prices paid by other 
industries.  

Mr C.J. BARNETT: It would absolutely crowd them out. If we had 100 units of emissions and the LNG 
industry took 60 per cent, only 40 per cent would be left for all other industry. We could have an industry that 
we would get no royalties from as it would be exempted from the carbon pricing component, but it would form 
part of the state cap and would therefore crowd out other export industries in Western Australia. That is a 
possible scenario.  

Mr E.S. RIPPER: The underlying assumption in the member’s question is that there is a state-by-state cap.  

Mr C.J. BARNETT: That could be part of it.  
Mr E.S. RIPPER: If there is no state-by-state cap—I do not think there ought to be as this is essentially a global 
issue; we do not control the globe but we do control the nation — 
Mr C.J. BARNETT: We do not control Canberra either. It will be tempted by a state-by-state cap.  
Mr E.S. RIPPER: There is no argument for a state-by-state cap and no state-by-state cap is proposed. 
Therefore, if a major LNG project was exempt from the need to acquire permits but was still part of the cap, the 
resultant increase in permit prices would have its impacts nationally, including in Western Australia, but the 
impacts would not be confined to a state.  
Mr T.G. STEPHENS: I refer to the fourth dot point on page 144 which relates to the provision of independent 
advice on the progress of capital projects. Could the Treasurer provide details of some of the key projects and 
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how they fit into the government’s overall development of key infrastructure in WA? I might just say in passing 
that although it may not be a capital project that fits into a major category, I appreciate the energy put into 
securing some progress on the Port Hedland Regional Hospital project that the Treasurer and the Under 
Treasurer advanced along. That is just an expression of appreciation to accompany my question.  
Mr E.S. RIPPER: I appreciate the energy that the member put behind that project, although sometimes the 
pressure was unrelenting. The centrepiece of the budget is a $26 billion capital works program, including 
$7.6 billion for 2008-09. There is across-the-board and across-the-state investment. For example, we will be 
spending $1.2 billion next year on electricity infrastructure alone. Across the forward investments we will be 
building three new major transmission lines. The first transmission line from Pinjar to Moonyoonooka, which is 
near Geraldton, will support resources development in the mid-west. It will also support wind farm development 
in the mid-west. At the moment there is not adequate transmission capacity to support the transmission of new or 
additional wind farm capacity from the mid-west to the area. The second transmission line is from Collie to the 
metropolitan area, and that line will support economic growth in the metropolitan area. The third transmission 
line is from Collie to Southdown to support the Grange Resources Ltd project near Albany. 

A total of $1.1 billion will be spent in the water area, including work on the $955 million southern seawater 
desalination plant. We have a national reputation for acting ahead of the other states to secure climate-
independent water supplies. The first desalination project was both a nation-leading policy decision and an 
award-winning contract and project management operation.  
Dr S.C. THOMAS: It was on time and on budget as well.  
Mr E.S. RIPPER: Yes. The Water Corporation did an extremely good job of managing that project. A total of 
$810 million has been allocated for the road network next year, including money to complete the Perth-Bunbury 
highway, which is a $705 million project.  

Dr S.C. THOMAS: Is that on time and on budget?  
Mr E.S. RIPPER: It is actually ahead of time, but over the original budget. Fortunately, we have some 
commonwealth assistance for that budget, which has helped with the increase in cost.  
There is $377 million for port projects, including major work at Port Hedland port to support the exports of 
junior iron ore miners, and $126 million to deepen the Fremantle inner harbour.  
In the key service delivery areas, $502 million will be spent on health, $347 million on schools and $211 million 
on police. It is a very big capital works program right across the board. It goes out beyond the forward estimates.  
We have announced a commitment to a major stadium, a museum and the waterfront development in Perth. 
Those three projects amount to approximately $2 billion. A total of $436 million has been provided in the 
forward estimates. A lot of money will be spent in the capital works program beyond the forward estimates, 
particularly on those three projects but also on the hospital project.  
The program is now so big and so challenging to deliver in the current environment that we have to attend to the 
way in which we procure capital works and manage projects. Quite frankly, project management skills are in 
short supply in the public sector. Some of our processes really need reform in order to prevent these sorts of cost 
blowouts and delays that are all too likely to happen in this environment. We have three measures that I want to 
mention that deal with that issue. One is the Centre for Excellence in Innovation and Infrastructure Delivery, 
which, in short, aims to do for capital works procurement and project management what the procurement reform 
program has already achieved for goods and services procurement. It brings together all the works agencies and 
tries to get, on a collaborative basis, improved processes, common processes and best practice in procurement 
and project management. Apart from the works agencies that have big programs and experience in capital works, 
we also have other projects in which agencies are not so experienced. We do not have a regular program of 
stadium building or museum building, and we have only recently embarked on a hospital building program. 
Those programs contain particular risks, because we do not have a long history of building those sorts of 
projects, and the agencies that are notionally responsible for them, in the main, are not experienced in managing 
capital works programs. The Office of Strategic Projects will take responsibility for the management of those 
big, critical projects. Essentially, we have moved some of the same people who so successfully delivered the 
New MetroRail project into the Office of Strategic Projects to keep that very scarce expertise together, and to 
apply that expertise to the new projects. 
Finally, Western Australia has a huge infrastructure requirement, and if we can develop the right infrastructure, 
we can do a lot to promote the state’s economic potential. However, we must be careful to make the right 
choices. It is all too easy, at a time of massive infrastructure spending, for the odd white elephant—for example, 
the Adelaide to Darwin railway—to be built. We want to make the best investment for the best return. I want to 
see our decision making on capital works inside government improved. One of the ways in which we can do that 
is to have a forward strategy, and to consult with the private sector about where it sees development occurring. 
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We have brought those two considerations together in the development of a state infrastructure strategy, which I 
will be releasing shortly. That will look forward 10 years and 20 years to the infrastructure that the state needs. 
Obviously, we cannot be definitive about what will be built in years 16 or 17, but if people have an idea of where 
the state is going, better decisions can be made, both privately and publicly. 

[12.30 pm] 

Dr S.C. THOMAS: I am glad the Treasurer brought up the capital works program, because I would be 
interested to explore that a little further. I will start with the impact of the $26 billion capital works program. The 
budget papers discuss the impact on borrowings until 2010-11, when the net debt to revenue ratio moves up to 
43.9 per cent—nearly 44 per cent. I will begin with two questions. The first is, what increase in debt in 2011-12 
would push the net debt to revenue ratio out beyond the government’s 47 per cent self-imposed cap? I recognise 
that this is a self-imposed cap and not a statutory requirement. What additional borrowings in 2011-12 would 
move that net debt to revenue ratio beyond the government’s self-imposed cap? 

Mr E.S. RIPPER: It is possible to make this calculation. I think the debt to revenue ratio is projected to peak at 
43.9 per cent, and our self-imposed cap is 47 per cent. The gap between can be taken as a percentage of the 
revenue. To cut to the chase, there is about a $900 million buffer between the current projected maximum debt to 
revenue ratio and the 47 per cent cap. There are a lot of moving parts in any budget, and that is only looking four 
years into the future. In that four-year period, revenue may increase, which would give us more capacity within 
the cap. For industry and operational reasons, some capital works projects may proceed more slowly than 
currently forecast, which would defer the incurrence of the relevant debt. If it looked to the government as 
though we were likely to break that cap, we would be required to take corrective action, and I have already said 
publicly that we would do so. That corrective action could occur in many different ways. 
Dr S.C. THOMAS: My calculations were closer to $800 million than to $900 million, but I just wanted that 
confirmed. It was in that ballpark, and I will not take it any further. Has Treasury drawn projections beyond 
2011-12 with the rest of the capital works budget? If so, is it the expectation of Treasury that the borrowings 
would increase the net debt to revenue ratio based on current assumptions beyond the current 44 per cent 
projection, or is it expected to decrease? 
Mr E.S. RIPPER: Beyond the four years it gets really difficult to make definite forecasts. That is why, for 
example, in discussing the goods and services tax matter in the federal budget this morning, we got to the point 
at which Treasury was advising us that the commonwealth had simply flatlined the projections. The point is 
reached at which it is difficult to be accurate. However, we all need to understand, on both sides of the house, 
that some significant capital works projects require finance beyond the period of the forward estimates. We 
normally expect a significant capital works program each year, even beyond the forward estimates, and some of 
the decisions taken by the government, because they are long-term decisions, have started to fill up the slots that 
would be available in those years. That will restrict the capacity of this government or any alternative 
government to make capital works commitments. 
Mr C.J. BARNETT: I refer to the fourth last dot point on page 155, relating to so-called stakeholders in the port 
and rail developments in the mid-west. My question refers not so much to the project itself but to Treasury 
having some sort of say about access arrangements. All I can say is, good luck. My real question is, has Treasury 
done any work on the potential financial risk to the state of, for example, a scenario of a partially completed and 
failed project? I refer to a scenario in which the project is started but collapses because, say, commodity prices 
decline by 30 per cent and the mid-range companies cannot carry out the project. 
Mr E.S. RIPPER: I will let the Under Treasurer provide a comment, because Treasury may have done some 
thinking that it has not yet brought to the attention of the government on this matter. Treasury has drawn to my 
attention that an Oakajee port project may have consequences for the state in the way water and road connections 
are provided. In other words, the state may be required to supply ancillary infrastructure. That issue has been 
brought to my attention. I will ask the Under Treasurer to indicate whether Treasury has given any thought to the 
possibility that we could award a franchise for the port development and then the project could collapse halfway 
through, and what risks there would be for the state in that circumstance. The actual process has been run by the 
Department for Planning and Infrastructure. When that agency comes forward with a proposal for the 
government, it is part of Treasury’s role to analyse any potential risks to the state in the proposal as put forward 
and to provide that advice in the cabinet process. I would expect Treasury to play its role as the guardian against 
the state incurring excessive risk.  
[12.40 pm] 
Mr T. Marney: We would have a strong expectation that when that evaluation process is undertaken, 
appropriate due diligence is in place to ensure that a deal that looks too good to be true is not in fact too good to 
be true. On that basis, gathering the technical knowledge and detail to enable an informed assessment is one of 
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the challenges of these sorts of projects. However, we will certainly take into consideration the associated risks 
and future viability for both operators and users of facilities. 
Mr C.J. BARNETT: I hope the department has due diligence on its due diligence because I suspect this could 
be a high-risk scenario. 
Dr S.C. THOMAS: Page 144 contains a reference to the major outdoor stadium. Page 132 of Economic and 
Fiscal Outlook—a good document provided by Treasury—refers to major initiatives and states —  

•  a new major stadium in Kitchener Park to replace Subiaco Oval as the premier sporting venue in 
the State, with a capacity of 60,000 seats and the potential for expansion to 70,000 seats. 

I am interested to note that a potential expansion is touted. Is that potential expansion of that major project 
locked in or is it a future expansion that might be looked at down the track should budgets allow? 
Mr E.S. RIPPER: I am not the minister directly responsible for the stadium project. However, I understand the 
position to be one of potential expansion. One of our objectives will be to plan the project in such a way that that 
expansion is possible should the need for and the capacity to undertake it arise. I must say that Treasury’s role in 
this sort of project is to provide confidence to the government that the financial analysis being prepared by other 
people and other parts of the public sector is an accurate and robust analysis and that the state will not 
unwittingly incur more risk than would be appropriate or sustainable. 
Dr S.C. THOMAS: Going beyond the forward estimates for the capital works process, are there projects that 
might be delayed or deferred if the government starts to increase its debt levels to the extent that there is pressure 
on the self-imposed 47 per cent cap; and, if so, has any work been done on identifying those projects? 
Mr E.S. RIPPER: Part of the information the member is seeking will of course become available when the state 
infrastructure strategy is released. One of the benefits of the state infrastructure strategy is that people who have 
to take public positions or make private decisions will have a better idea of the likely direction in which the state 
is headed. I have said publicly that we will take the action that is required to retain the state’s AAA credit rating.  
Dr S.C. THOMAS: I presume that means that projects will have to be expanded out. Unless the Treasurer 
obtains an increased revenue source, he will have no other options. 
Mr E.S. RIPPER: There are different ways to take corrective action. Expenditure in other areas may be reduced 
or contained, or capital works programs could take place over a longer period. Those are just two mechanisms 
that the government could adopt. However, this is very much a discussion about a hypothetical scenario. We 
have always maintained the state’s AAA credit rating without having to resort to draconian measures.  
Dr S.C. THOMAS: That is not quite true if we go back to the Burke days. 
Mr E.S. RIPPER: We have always maintained the AAA credit rating under this government. 
Dr S.C. THOMAS: Under this government—a correction. 
Mr E.S. RIPPER: The other factor that needs to be taken into account is that we now have a national 
government that has set aside $40 billion in infrastructure funds. We expect that this state will be able to 
demonstrate a very good rate of return on investment and infrastructure in Western Australia because of the fast 
rate of economic growth and because of our contribution to the nation’s export performance. I am of the view 
that although all the projects funded from the national fund should be subject to a rigorous cost-benefit analysis, 
Western Australian projects will stand up well in that analysis, and I would expect the state to get more than our 
population’s share of commonwealth funding. Getting that funding is necessary because it is a struggle for 
Western Australian taxpayers to fund infrastructure needs in a booming economy—as clearly shown by this 
whole discussion. We really do need the commonwealth to make a contribution to infrastructure investment 
because undertaking the infrastructure program that is required in this state is straining Western Australian 
finances.  
Dr S.C. THOMAS: I actually agree with the Treasurer, and that is why I recommend he read the report of the 
Public Accounts Committee on this issue.  
Mr E.S. RIPPER: I think we share a common interest on this issue. 
Dr S.C. THOMAS: I think we agree on this issue. 
Although it is early days, has the Treasurer or Treasury had any interaction with the commonwealth government 
on the federal infrastructure fund? What are the opportunities for the state to try to influence the disbursement of 
those funds? I seek the Treasurer’s indulgence while I make a 30-second plug. Historically, commonwealth 
governments of both ilks have chosen projects for their good media opportunities and not necessarily for their 
ability to deliver adequate infrastructure. What can the state of Western Australia do to stop the national 
infrastructure fund being about only road funding for major highways between Sydney, Melbourne, Canberra 
and Brisbane or new internal railway lines in the same states? What level of activity is the government engaged 
in and what level does it intend to engage in to make sure the infrastructure fund delivers infrastructure for the 
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long-term future economic benefit of the state, including to the nation-building rural and regional economies of 
this state?  
Mr T.G. STEPHENS: Perhaps the Treasurer can advise us about the appointment of Anthony Kannis to an 
advisory council and the role he will play in looking after Western Australia’s interests. 

Dr S.C. THOMAS: We have representation through the chairman of Infrastructure Australia, but that might not 
be enough. 

The CHAIRMAN: Perhaps the Treasurer can answer the member for Capel’s question. 
Mr E.S. RIPPER: I think the member for Central Kimberley-Pilbara has my briefing notes! The state 
government is closely engaged with the commonwealth government, and we have raised infrastructure issues 
with the federal Treasurer and the Prime Minister—I have raised them; the Premier has raised them. The 
member for Central Kimberley-Pilbara just revealed a matter of big benefit to this state. The Executive Director, 
Agency Resources, of the Department of Treasury and Finance is not here today because he is at a national 
meeting on infrastructure issues and he has been appointed to Infrastructure Australia, the statutory authority 
established by the commonwealth to audit — 
Dr S.C. THOMAS: What is his role? 
Mr E.S. RIPPER: He is a member of Infrastructure Australia. 
Dr S.C. THOMAS: Will he be on the board? 
Mr E.S. RIPPER: Yes, he is a board member. Infrastructure Australia will audit infrastructure across the nation 
and develop a priority list for future infrastructure investments. One of Western Australia’s senior public 
servants has been appointed to that body, which is a very good indication of the increasing commonwealth 
recognition of what this state can achieve. I described another Treasury officer as “renowned”, and I probably 
should apply the same term to Anthony Kannis in recognition of his abilities and his appointment to 
Infrastructure Australia. 
Mr T.G. STEPHENS: Professor Peter Newman will also look after Western Australia’s interests. 
Mr E.S. RIPPER: Possibly, but in a different way, member for Central Kimberley-Pilbara. 
The appropriation was recommended.  
[12.50 pm] 
 


