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STATE SUPERANNUATION AMENDMENT BILL 2007 
Second Reading 

Resumed from 20 June. 

MR T. BUSWELL (Vasse - Deputy Leader of the Opposition) [3.31 pm]:  In due course, when he has 
recovered from his trip to Kalgoorlie, the Treasurer will grace the house with his presence.  The State 
Superannuation Amendment Bill 2007 is an interesting bill.  It is a significant, technical and reasonably detailed 
bill.  By way of introduction, the opposition will support the bill, albeit with some minor reservations that I will 
discuss during my contribution to the second reading debate.  

The bill will have a major impact on the Government Employees Superannuation Board and its 320 000 
members, some of whom populate this chamber.  Many of GESB’s members populate the Western Australian 
public service and many are former employees of the Western Australian public service who now work 
elsewhere.  The bill provides important reforms.  The opposition is happy to support the bill because, first, it 
provides important benefits to the members of GESB and, second, it provides important benefits to GESB as an 
organisation as it moves forward.  Now that they have arrived in the Speaker’s gallery, I acknowledge the 
support and assistance that was provided to me and the opposition by GESB staff during our deliberations on this 
bill.  Their support and assistance is much appreciated and has certainly contributed to our understanding of what 
is a reasonably complicated bill.  The fundamental reason that this bill is important is that it puts Western 
Australian public servants on a similar footing to the vast majority of employees across this country in terms of 
their capacity to choose the company in which they invest their superannuation funds, be that the superannuation 
guarantee levy as per the federal legislation or the voluntary contributions that they may choose to make from 
time to time.  I will talk more about the importance of choice later.  It is also important for the members of the 
Western Australian public service because it puts them into the proper regulatory framework for a market-based 
accumulation approach to superannuation.  I refer to the commonwealth’s regulatory framework as determined 
and enforced by the Australian Prudential Regulation Authority.  It is sad that the Treasurer is not in the 
chamber, because I want to discuss a number of aspects of the bill with him.  While I wait for the Treasurer, I 
will make some observations.  The Treasurer has come out of the closet as a supporter of privatisation.  Here 
comes the Treasurer now.  Perhaps it was his trip to Kalgoorlie or some other revelation, but I find it interesting 
that the Treasurer chose to privatise GESB.   

Mr E.S. Ripper:  I enjoy my trips to Kalgoorlie.  

Mr T. BUSWELL:  I have heard that the Treasurer’s departure is always welcomed by the people in Kalgoorlie!   

This bill is about the privatisation of the Government Employees Superannuation Board.  That is a small 
semantic aside, because effectively the bill moves a significant component of GESB - the market-based 
accumulation superannuation products - to a new company called GESB Mutual.  That company will not be 
owned by the state; it will be owned by its members.  A proportion of the assets that sit with GESB will be 
transferred and those assets will be owned by the members of GESB Mutual through the mutual structure that 
guides the company.  In effect, the bill provides for the transference of a business and its assets and customers 
from the public sector to the private sector.  In my view, that is a suitable definition of “privatisation”.  No doubt 
the Treasurer will disagree with me.  However, I cannot view this in any other way, shape or form.  

Mr E.S. Ripper:  That’s why you’re voting for it.  

Mr T. BUSWELL:  No, I am voting for it because it is a good piece of legislation.  I am making the comment 
on the way through that the Treasurer, who stands as the great defender of public institutions against the threat of 
privatisation, has embraced it in this particular case.  I asked one of my colleagues to research the definition of 
“privatisation”.  The first definition he found came from Wikipedia website - I insisted that he find a better 
source - and the second came from the Kids Encyclopaedia website.  The third definition that he found came 
from Encyclopaedia Britannica Concise website, which states that “privatisation” means the - 

Transfer of government services or assets to the private sector. 

Effectively, that is what will happen as a result of the passage of this bill.  I decided to look up a dinky-di 
Australian definition of “privatisation”, so I referred to the Australian Macquarie Dictionary.  One knows one is 
reading from an Australian dictionary when in-between the entry for “private member’s bill” and “private 
patient” is a definition for “private parts”.  I thought that was quite interesting.  Those entries are near the 
definition for “privatise”.   

Mr E.S. Ripper:  Did you manage to read down the list or were you delayed?  
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Mr T. BUSWELL:  It caught my eye.  I thought it was interesting that such an august Australian institution 
defines for us that particular expression, which I shall not repeat.  The entry for “privatise”, which is seven 
entries below that definition, reads -  

To change the status of (land, industries, services etc) from that of state to private ownership.  

That is what is happening here.  The second definition in the Macquarie Dictionary reads -  

To transfer (a public company) into a private company by buying out the shareholders.  

As is clearly stated from a number of definitions, the act of privatising does not have to involve a payment; 
rather, it must involve a transfer of ownership.  That is definitely what is happening with this bill.  The Treasurer 
should not be afraid about his privatisation reform, because it will provide benefits to the members of GESB and 
to GESB as an organisation.  Everyone will benefit, because there will be fewer regulations and we can all 
happily operate under the Australian Prudential Regulation Authority.  The Treasurer is in worthy company, 
because the privatisation of august Australian institutions, such as Qantas and the Commonwealth Bank, has 
occurred under Labor governments.  I am not here to talk about the merits or otherwise of privatisation; 
however, I am not one to let an opportunity go by to expose the Treasurer’s true philosophical roots for broader 
public consideration and observation.   

When I said earlier that the opposition supports the bill, the Treasurer may have been enjoying the pepper cheese 
that I enjoy occasionally.  We want to work through some aspects of the bill, but not in any great detail.  I want 
to highlight some issues and observations that I and the opposition have made.   

During the briefing that opposition members received about the bill in the party room, we were told that the bill 
will not impact the old defined benefit schemes as they exist under the Government Employees Superannuation 
Board.  The regulatory framework in which they operate will not change for all intents and purposes.  The state 
will still guarantee the payment of pensions and the other products under those defined benefit schemes.  They 
will be hived off and will continue to sit under the newly established State Superannuation Board.  There are 
about 57 000 members in the defined benefit scheme.  The state has an unfunded liability of around $5.7 billion.  
It is important for that to remain under the control of the State Superannuation Board and for the direct 
responsibility of funding and regulation to rest with the state. 

Mr E.S. Ripper:  That liability should run over the next 20 years. 

Mr T. BUSWELL:  I understand that it will increase a little.  It is almost at its peak, and after its peak it will 
slowly tail off.  That is a by-product of the life choices and the mortality rates of the people who have access to 
those products. 

I am really interested in the changes which have taken place in the nature of the contributors to the Government 
Employees Superannuation Board over the past five or six years and which will change over the next seven or 
eight years.  In 2000, 22 per cent of GESB’s total funds under management were held in market-linked 
accumulation-based products and 78 per cent were defined benefit scheme based liabilities.  In 2006, that figure 
flipped right around.  Now, 65 per cent of funds are in the market-linked sector and 35 per cent are in defined 
benefits.  It is forecast that by 2015 those figures will have changed to 83 per cent and 17 per cent respectively.  
As an outsider looking in, that tells me that the nature of the customers of GESB and the nature of the services 
GESB provides has changed.  It is probably an opportune time to change the structures and the regulatory 
framework of GESB to reflect that. 

Essentially, the proposed legislation does a number of things.  The first, and the significant change, is that it 
introduces choices for workers in the Western Australian public service.  This is a fundamental reform.  I do not 
make that observation to be critical of the people who provide those services in GESB now.  I have every 
confidence that the vast majority of existing members of GESB will continue to remain with GESB because it 
offers good services and a good rate of return, and it is a customer-focused organisation.  I do not make the 
comment about choice being good as a negative reflection on GESB; I just think it is a right that people in this 
country should have choice.  Superannuation is now an incredibly important part of the retirement plans of 
Australians.  It was recognised a long time ago that part of the retirement planning process was the right of 
individuals to have a choice.  It may be that when that choice is extended to public sector workers in Western 
Australia, some will move from GESB, for whatever reason.  That is their right, but I have every confidence that 
GESB will more than make up for that because of its ability to compete as a public provider in the broader 
financial sector.  In the instance of this bill, choice is a two-way street.  One of the reasons we support this bill is 
that it offers choice.  It is a great initiative to offer Western Australian public sector employees the choice of 
where to put their superannuation.  That means that GESB can now offer the public a product and can compete 
in the broader market as a provider of superannuation products.  That is a fantastic initiative.  Why is it 
important?  It is important for GESB to sustain its member base because its member base drives the economy of 
scale that GESB has used very effectively to deliver low-fee services to its members.  At the end of the day, if 
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we accepted even a small variation or a rudimentary approach to an efficient market scenario, it would be 
suggested that suppliers like GESB, which are dotted around the country competing for investors’ funds, would 
inevitably generate a similar rate of return over time unless they were really bad or they had access to 
information that some of us do not have.  They would be either incompetent or really good.  By and large, they 
will all be about the same.  That is why it is incredibly important to have access to low-fee providers.  If the 
market rate of return is similar, the low-fee providers give people an opportunity to make extra money. 

I was thinking the other day about a rate of return on an investment product that is 20 per cent.  If a supplier’s 
administration and service fees are one per cent less than those of its competitor, it is only really a one-twentieth 
saving.  However, when the returns drop back to eight, nine or 10 per cent, which - heaven forbid - they could do 
given the current volatility of the share market, that one per cent differential becomes a 10 per cent differential 
spread across the investment.  It is important to enable GESB to compete in the open market to protect its 
economy of scale, which is very important.  I was interested to learn that 56 per cent of GESB’s current 
members are not currently employed in the Western Australian public sector.  They are people who have left the 
Western Australian public sector but have, for whatever reason, kept their GESB membership active.  Some of 
those people continue to contribute to the fund.  Although they cannot contribute to it on a regular basis and they 
cannot contribute their SGL into GESB, they can continue to contribute to it in a certain way.  GESB will be able 
to reactivate many of those current members who are reasonably inactive.  We support the introduction of 
choice. 
The second aspect of the bill is the reorganisation or restructuring of GESB, which we support, although we will 
ask a couple of questions during the consideration in detail stage about the structure of the board and the 
minister’s veto powers.  I do not have a problem with the minister having veto powers.  We will explain our 
views on a couple of issues, one of which is the creation of the new entity called MutualCo.  MutualCo will 
effectively be the core entity that will be created.  The assets that GESB currently owns, or at least those that are 
not left with the defined benefits scheme, will be transferred to MutualCo.  Interestingly, the company will be 
limited by guarantee under the Corporations Act.  Effectively, MutualCo will be owned by its members and, 
importantly, the members’ ownership is one share per member, if I can use that analogy, although they are not 
shareholders, of course.  A person who has $1 million invested in MutualCo will have a similar stake in 
MutualCo to that of a person who has invested only $50 000 or $100 000.  Everyone will have the same 
ownership of MutualCo and the same right to participate in the governance and direction of MutualCo, which is 
a good initiative.  All the existing members and member entitlements of GESB will be transferred to MutualCo, 
with the exception, as I said earlier, of those people in the old defined benefit schemes.  There are guarantees in 
the legislation to ensure that its members will not be disadvantaged by that process. 

The act also establishes a wholly owned subsidiary of GESB, which will be known as TrustCo and which will 
effectively be the trustee for GESB Superannuation.  TrustCo is the body that will accept the regulatory and 
compliance responsibilities associated with the relevant federal Superannuation Industry (Supervision) Act.  The 
legislation will create MutualCo and TrustCo.  We have no problems with the creation of those bodies.  One of 
the things that I and my colleagues are interested in is the creation of a mutual company.  We are familiar with 
the two significant demutualisations that occurred in the Australian financial industry in recent years; that is, the 
demutualisation of AMP and of National Mutual.  We will no doubt talk more about that in the consideration in 
detail stage.  I do not believe it will be a problem if the members of GESB decide to demutualise.  That is their 
choice.  I understand that the Treasurer of the day - who knows, but there could well be a change in a couple of 
years - will have a right of veto over any changes to the constitution of MutualCo.  At some stage down the track 
about 20 per cent of members of MutualCo might vote to change the constitution to proceed with the 
demutualisation process, which would proceed if the Treasurer of the day did not exercise his power of veto, if 
he still had that power.  Nonetheless, I do not see that as being a problem.  I do not think it will eventuate in the 
near to medium future.  We support the creation of the mutual.  As I said before, it will also lead to the creation 
of the State Superannuation Board, which effectively will fill most of the roles of GESB, although some of the 
roles have been removed through amendments to the legislation because they do not need to be performed any 
more. 

The third important and major feature of this legislation, which I support very strongly, is that MutualCo will 
operate under the appropriate commonwealth legislation.  MutualCo will be required, under the regulations of 
the Australian Securities and Investments Commission, to comply with Australian company law.  It also will be 
required, under the rules of the Australian Prudential Regulatory Authority, to operate in a proper manner under 
the relevant financial management laws.  That is better practice because the current environment whereby the 
state government, via Treasury, regulates GESB has proved to be far from efficient.  The current environment 
was okay when the majority of the members of GESB, as it now exists, belonged to the defined benefits scheme.  
It is a regulatory environment built around a defined benefit scheme.  As I outlined earlier, GESB is now 
dominated by market-linked accumulation schemes, reflecting the changing trend in superannuation in Australia.  
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The old regulatory framework is not suitable for that type of organisation with that style of trust in the base.  It is 
important that the regulatory regime be changed. 
I look back at the changes that have been made to the federal legislation over time.  After some delay, those 
changes have eventually been implemented at the state level.  Those changes are made to provide better security 
to investors or superannuants in the scheme or some other benefit to the customers.  The introduction of choice 
at the federal level is a classic case in point.  At the moment, it takes a long time for those changes in benefits to 
flow into the state scheme.  First, Treasury has to change the relevant controlling framework.  The legislation 
provides a much better framework.  It will have a lot of benefits for the members of GESB, and it will have no 
impact on the prudential controls or the security of members’ investments.  Essentially, the opposition supports 
the three major changes made by this legislation: the introduction of choice, the creation of the new entities to 
service the existing customers of GESB, and the change in the regulatory regime.   

I will point out a couple of the other features of the bill.  As I mentioned earlier, the Treasurer effectively 
becomes as special member of GESB.  I am not sure whether he will receive a special hat to wear to the annual 
general meeting or something, but he will become a special member and we will all look up to him.  As a special 
member, he will have veto powers over things like the appointment of directors, changing the constitution, and 
the capacity of MutualCo to raise capital, incur debt or acquire and dispose of subsidiaries.  We know that the 
Treasurer will exercise the transfer orders in a good and proper manner.   
The bill also deals with the transference of staff from the existing permanent public sector arrangements under 
GESB across to MutualCo, where they will no longer be permanent public sector employees, as I understand.  
Those provisions are important; in particular the provision giving employees the opportunity to return to the 
permanent public sector within 12 months if they so choose.  I am also interested to note that the bill specifically 
prohibits MutualCo from using the words “government” and “board”, although it will still have access to the 
acronym “GESB”.  The bill specifically separates MutualCo from the government.  It specifically says that it is 
no longer associated with the government of Western Australia, with the exception of the Treasurer’s position as 
a special member and his veto powers.  The bill specifically states that the head office of MutualCo and TrustCo 
should remain in Western Australia, and that half the directors should reside in Western Australia.   

Probably the most complicated part of the bill is a large section at the end dealing with the treatment of the West 
State superannuation scheme.  I look forward to a bit more explanation about the treatment of West State Super.  
The advice the opposition has, which I accept, is that the federal Treasurer has been less than kind, less than 
generous or less than understanding - I am sure the Treasurer will have even more colourful terms - in his desire 
to accommodate the transference of West State Super from an untaxed to a taxed scheme.  If that is the case, I 
would like to hear it from the Treasurer, and I will join with him in offering criticism of the federal Treasurer.  
My understanding is that the requests that were made were in the best interests of the members of GESB, and 
that they were not likely to have a major impact on the commonwealth.  It certainly would not have established a 
precedent that would have thousands of superannuation schemes from all over the country lining up outside the 
office of Peter Costello, or whoever is Treasurer, banging down his doors trying to get these changes.  I was not 
privy to those conversations, and obviously I would have had no capacity to change the outcome, but I look 
forward to a discussion with the Treasurer about that.  If the federal government has not behaved appropriately in 
its dealings with GESB and, by extension, its members, we need to know.  It needs to be clearly stated on the 
public record.  No doubt the Treasurer will have that information and will be more than willing to share it with 
us. I am sure the Treasurer will agree that a significant part of the bill is the three different options at the end that 
we have to consider.  

Mr E.S. Ripper:  We think we have put a very reasonable proposition to the commonwealth.  

Mr T. BUSWELL:  As I said, I am not privy to that proposition but, based on my knowledge of GESB and my 
understanding of the Treasury officers involved, I have no reason to believe that it would have been anything 
other than reasonable.  As a member of GESB, of course I have a minor interest in it, but I speak on behalf of all 
the members of GESB who have a common interest in it.  I look forward to exploring that in a bit more detail 
with the Treasurer when we moved to consideration in detail. 

Although I have said that the opposition supports the bill, I will raise a couple of issues now for the Treasurer’s 
consideration, and we can talk a bit more about them when the time is appropriate.  The first one relates to the 
transfer of assets from the current GESB structure to the MutualCo structure.  As I understand it, this process 
will be overseen by an actuary, who will make recommendations.  I am very keen to make sure that those 
recommendations are followed - I understand that the legislation pretty much requires that they be followed - and 
that the members of GESB as it stands today are not dudded during the process by not having access to the assets 
they should have.  As I understand it, a large percentage of the assets currently held by GESB are related to the 
defined benefits scheme.  It would not be expected that those would come across.  By my calculations, about 
$180 million worth of assets are held, mainly in association with West State Super; for example, the West State 
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minimum benefit guarantee reserve of $7 million; the general reserve of $63.6 million; the operational risk 
reserve of $77 million; and the government services reserve of $28 million.  It is important to make sure that this 
process protects those reserves for the benefit of MutualCo and its members.  I am sure the Treasurer and the 
Treasury officers would not be using this legislation and this process as a means to get their hands on any of 
those reserved funds.  I am almost convinced that that is the case now, but I will await the Treasurer’s gilt-edged 
guarantee.  I am sure that the legislation protects those reserves from that process. 
The second area about which I would like to have more discussion with the Treasurer is the reporting of the use 
of the Treasurer’s veto powers as a special member.  I would be interested to understand whether he is required 
to report those anywhere for the consideration of the Parliament or indeed the broader public.  That is an 
important point.  The Treasurer is given special powers as a special member of GESB.  Those veto powers are 
acceptable; I do not have a problem with them, but if they were to be used, it is important that Parliament or the 
members of GESB be given an opportunity to understand why and how they were used.  I also refer to the three-
year review required under the legislation.  I am of the opinion that the review may well be better conducted by 
an independent body; for example, the Auditor General.  I know that the legislation currently stipulates that the 
review be conducted by the Treasurer, but that is something we can discuss in more detail later.   

The last point relates to the processes the Treasurer intends to use as he works through the processes required by 
the bill to appoint the board, as I understand it, in the first instance, of both MutualCo and TrustCo.  That 
discussion will not prevent the opposition’s support of this bill, but it would be interesting to have it, so the 
opposition can understand the criteria the Treasurer will apply to the appointment of the directors in both of 
those cases.  

Mr E.S. Ripper:  Competence, competence, competence.  

Mr T. BUSWELL:  If the Treasurer had form suggesting that competence was the only factor driving his desire 
to get certain people onto different government boards, I would not have a problem at all.  I am not aware of any 
issue in relation to the GESB board at any time.  I am not saying there have been no issues with government 
appointments to other boards; indeed, the poor old Esperance Port Authority is probably a case in point.  Had the 
Treasurer applied the criterion of competence to the appointments the government has made, the people he has 
appointed would be so far down the list that they would not make a submission. 

With that I conclude my remarks on this bill.  I reiterate that the opposition is happy to support this reform and 
the privatisation of the Government Employees Superannuation Board.  This shows that it is not always a bad 
thing to take entities out of the complete control and realm of government.  There will be clear benefits to the 
members and clear benefits going forward to the institution that is GESB.   
Debate interrupted, pursuant to standing orders.  
 


