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Division 39: Finance, $592 140 000 — 

Mr M.W. Sutherland, Chairman. 

Mr C.C. Porter, Treasurer. 

Mr T. Marney, Under Treasurer. 

Mr M.A. Barnes, Deputy Under Treasurer. 

Mr J. Tondut, Executive Director, Building Management and Works. 

Mr D. Creedon, Chief of Staff, Office of the Treasurer. 

[Witnesses introduced.] 

The CHAIRMAN: The member for Midland has the call. 

Mrs M.H. ROBERTS: I refer to page 439 and the heading, “Major Spending Changes”. Why has more than 
$4 million been allocated from 2010–11 through the forward estimates for corporate positions? What are the 
positions that have been funded? Do the positions currently sit within the State Administrative Tribunal or the 
Public Service Commission? Why did the previously amalgamated Department of Treasury and Finance budget 
not have this capacity to pay for positions? 

Mr C.C. PORTER: Is that the first line item, “Major Spending Changes”? As the member will be aware, there 
has been a split between Treasury and Finance. Moneys have been allocated for corporate positions. I think I can 
describe those as the costs immediately associated with establishing an executive office for the Department of 
Finance—the chief executive officer’s salary, the immediate employees under the CEO, corporate support and 
the like. 

Mrs M.H. ROBERTS: So, that is essentially the additional cost of having a separate agency. 

Mr C.C. PORTER: That is a cost of the split of Treasury and Finance. 

Mrs M.H. ROBERTS: Why have capital appropriations increased by $50 million against budget between 
2010–11 and 2011–12?  

Mr C.C. PORTER: The 2009–10 actual was $53.6 million and the 2010–11 budget was $94.3 million for 
capital appropriations. I am sure there is an answer for that. 

Mrs M.H. ROBERTS: I am not sure the Treasurer quoted the same figures. 

Mr C.C. PORTER: I am moving up from $53.6 million to $94.3 million. 

Mrs M.H. ROBERTS: To $144 million for the budget estimate for this year. 

Mr C.C. PORTER: This relates to an appropriation for the old Treasury building precincts, which we discussed 
earlier today in the Attorney General’s division. The breakdown of the figures is: old Treasury buildings and St 
Georges Terrace cathedral heritage precinct redevelopment, $6.7 million; additional capital funding provided to 
meet the costs associated with the office of the Premier accommodation, $14.3 million; and there are moneys for 
Dumas House, Albert Facey House, the Department of Indigenous Affairs, the Western Australia Police 
relocation from the Law Chambers and the Public Trust building, as well as the old Treasury building fit-out, 
which is $43.4 million. Within the increase pointed out by the member is quite a large range of projects. 

Mrs M.H. ROBERTS: I refer to page 441 and the heading, “Service Summary”. Why has expenditure for 
services decreased in 2011–12 and the FTEs across the same services increased for the same year? 

Mr C.C. PORTER: The cost of services has decreased from an estimated actual of $1.9 million to a budget 
estimate in 2011–12 of $1.5 million. I am informed that that is likely to be the wash-through from the end of the 
Building the Education Revolution funding. 

Mrs M.H. ROBERTS: I refer to page 440 and the agency outcome of revenue collection. What is the impact or 
penalty on GST returns for 2014–15, 2015–16 and 2016–17 as a result of the state government increasing royalty 
rates? 

Mr C.C. PORTER: The member is talking about the removal of the concession on fines? 

Mrs M.H. ROBERTS: Yes. 

Mr C.C. PORTER: In the budget papers there are three years of incoming revenue. Working backwards from 
the final out year, it is $800 million of predicted incoming revenue; $800 million for the year preceding that; and 
$370 million for the first year, keeping in mind that in the first year—2012–13—there is only a partial removal 
of the concession up to 6.5 per cent. In the final year, which shows revenue of $800 million coming in, we have 
indicated the amount that we will be penalised through the GST grants, which from recollection is about 
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$96 million. That appears in the final budget out year. This goes to the question asked by the member for West 
Swan. The first two years of increased royalty revenue from the removal of concessions will not factor into the 
GST Grants Commission penalty process until outside the out years. We have included the first penalty amount, 
which is $96 million, in the final out year. That is predicated on what we expect to be a direction similar to the 
one that we received previously, which requires that the penalty be to the tune of about 60 to 65 per cent of the 
revenue being penalised by diminished GST returns.  

[5.10 pm] 

Ms R. SAFFIOTI: I refer to the heading “Leads the Planning and Delivery of New Government Buildings” on 
page 448. My question relates to the Office of Strategic Projects, which I understand now rests in the Finance 
part. Is that correct or has it moved back to the Treasury part? When the Premier said that it was going to be in 
the Finance part, that was incorrect.  

Mr C.C. PORTER: I do not know whether the Premier intentionally misled the member. The strategic projects 
are projects over $100 million. They still have line item responsibility of reporting to the Treasurer. There is 
some argument around the edges but it may be that a $90 million project is considered strategic if there are other 
issues at play. Generally speaking, as a rule of thumb, strategic projects are over $100 million and line item 
reported to the Treasurer. 

Ms R. SAFFIOTI: I was going to ask for the list of projects that that office is overseeing. The Department of 
Finance is still one agency; it breaks up on 1 July.  

Mr C.C. PORTER: The point the member makes is that the physical change to the office has not yet occurred. 
We are trying as best we can to operate along a Chinese wall–type division that we would do if the physical 
separation had happened. The line responsibilities have changed.  

Ms R. SAFFIOTI: Is it possible to get a list of the major projects that the Office of Strategic Projects is 
overseeing and the estimated cost of each of those projects?  

Mr C.C. PORTER: Yes.  

The CHAIRMAN: I ask the member to tell the committee exactly what information she requires. 

Ms R. SAFFIOTI: I require a list of projects overseen by the Office of Strategic Projects and the current 
estimated cost of each of those projects.  

[Supplementary Information No B28.]  

Mrs M.H. ROBERTS: I refer to service 6, “Project Management, Coordination and Implementation of the 
Whole-of-Government Shared Corporate Services Reform”, on page 447. Why is the estimated cost against 
budget to deliver this service decreasing by almost half between 2010–11 and 2011–12?  

Mr C.C. PORTER: The estimated actual for 2010–11 is the $7.4 million figure and the budget target in 2011–
12 is the $4.8 million figure.  

Mrs M.H. ROBERTS: That is right. 

Mr C.C. PORTER: I think the answer to that question is that it is targeted that the expenditure in the 
forthcoming financial year will be lower than it was in the preceding year.  

Mrs M.H. ROBERTS: How is that happening?  

Mr C.C. PORTER: This applies to what is known internally as the project division, which builds the IT 
systems. That process has peaked and is now declining and will draw to a close in due course.  

Mrs M.H. ROBERTS: When does it draw to a close? What does that actually mean?  

Mr C.C. PORTER: I am presuming—I may be corrected—that outside of that year, 2012–13, there is no 
expenditure allocated. Presumably, that process is anticipated to be finished at the end of the next financial year.  

Mrs M.H. ROBERTS: Will there be no further costs associated with it?  

Mr C.C. PORTER: I will ask the Under Treasurer to provide further detail, but there will be no further costs 
with respect to that part of the project, which is to do with a particular part of the IT delivery.  

Mrs M.H. ROBERTS: Just before the Under Treasurer responds, I note that the FTEs remain consistent. 
Perhaps as part of any explanation, that might be explained as well.  

Mr C.C. PORTER: Yes, I imagine there are expenses other than just wage expenses. The Under Treasurer may 
care to comment.  
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Mr T. Marney: The project management coordination implementation essentially refers to the building of the 
systems and the rolling in of agencies into shared corporate services. The systems are, in essence, built in 
accordance with the scope that has been set. That build process was completed in December–January. That 
means our expenditure on an ongoing basis on technical system environments essentially comes to an end. It is a 
bit technical to explain but we have three basic environments in which we build systems. We have a 
development environment, a test environment and a production environment. We have to replicate the networks 
for those three environments. As we build a system, we progress it through those environments. As we move all 
system elements to production, we do not need the volume of test environment that we have had today. They all 
cost money. They are all contracted to external providers. Those expenditures fall away to virtually nothing. 
Most of those expenditures are external contracts; they are not FTEs within the shared service centre that are 
captured in the FTE account. They are external contracts to the likes of Oracle, ASG and so on. That is why the 
FTE number is unchanged, despite the fact that that expenditure falls away.  

Mrs M.H. ROBERTS: On page 444 there is a State Fleet KPI. Why is the profitability of the State Fleet 
projected to decrease by almost half in 2011–12? Has the income provided to manage the State Fleet increased? 

Mr C.C. PORTER: I am having trouble locating that line item. Yes, it is “Profitability of the State’s light 
vehicle fleet”. I am informed that the earlier year was an abnormal year and that the estimates are simply 
assuming that the long-run trend will be as it has been in the past. In the abnormal year there were better than 
expected resale values when vehicles were sold. That is not expected to continue in the way that it did last year. I 
am not quite certain why last year was a good year for the resale of vehicles. It may have had something to do 
with the hail damage.  

Mrs M.H. ROBERTS: Maybe more vehicles were sold because of hail damage. We would think that hail 
damage would reduce the value of cars, not increase them, unless a greater volume of cars were sold. Perhaps 
that could explain it.  

Mr C.C. PORTER: A range of people were looking to replace vehicles that were hail damaged so they retired 
those and got the insurance payment. That produced something of a spike in demand for the second-hand vehicle 
market. Ironically, insurance payments were used to purchase vehicles at slightly elevated prices. Many 
government vehicles are sold on that market and we got better than expected returns for them. That is the 
hypothesis that the Under Treasurer has kindly relayed to me. I am happy to try to get further detailed 
information to explain why the previous year was better than the long-run average and why we are returning to 
the long-run average. 

[5.20 pm] 

Mrs M.H. ROBERTS: I would like to receive that as supplementary information. 

[Supplementary Information No B29.] 
Ms R. SAFFIOTI: I refer to the estimated asset sales of $85.4 million in the table on page 450 of the Budget 
Statements under the heading “Funded by”. Can the Treasurer provide as supplementary information a list of 
those assets that will be sold? 

Mr C.C. PORTER: I am sure that we can provide the member with that information. We may have it to hand if 
the member does not mind waiting a moment. Apparently, that is largely the proceeds of the sale of second-hand 
vehicles that we have just described. 

Ms R. SAFFIOTI: Are they all government-owned second-hand vehicles? 

Mr C.C. PORTER: The government leases the vehicles to agencies and then the vehicles are retired and sold on 
the second-hand car market. 

Ms R. SAFFIOTI: I refer to page 449 of the Budget Statements and the table headed “Leads the Planning and 
Delivery of Government Office Accommodation”. I understand that the two items that have been funded for the 
parliamentary precinct are the redevelopment of Hale House and Dumas House. There is also the mini Dumas 
House—the new Dumas House—that the Premier has outlined. That is a new building adjacent to Dumas House 
that will become another building for the purpose of government accommodation. What planning or work has 
the Department of Treasury and Finance done on that project? 

Mr C.C. PORTER: My understanding is that the development of that project is some distance in the future and 
that it is an idea that has been put; it is aspirational. I do not know whether a significant amount of work has been 
done on it. Most of the planning at this stage might be described as being limited to an assessment of needs. We 
have tried to forward project when leases on existing buildings will run out and what the need for 
accommodation will be, having noted that accommodating public servants in publicly owned premises is 
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desirable in the long term. At this stage, we are looking at what the needs will be at around the time the 
construction may or may not happen. No further planning has been done other than that. 

Ms R. SAFFIOTI: I understand that Dumas House will house most ministers, although not all, the Department 
of the Premier and Cabinet, and also the Public Sector Commission. Is that correct? 

Mr C.C. PORTER: Yes. 

Ms R. SAFFIOTI: I understand that initially the Public Sector Commission was to move into offices at 140 
William Street. Was the commission reluctant to move there? 

Mr C.C. PORTER: I do not know. I have not spoken to the Public Sector Commissioner specifically about this 
issue. Sometimes heads of agencies have views about where they should or should not be domiciled. Indeed, 
some ministers have a view about the wisdom of moving particular ministers’ offices away from St Georges 
Terrace to Dumas House. I am not aware of the Public Sector Commissioner’s personal views on that. 

Ms R. SAFFIOTI: I have a copy of a letter that one of my colleagues obtained under freedom of information 
from the Under Treasurer, Tim Marney, on 7 January 2010. It appears that the Public Sector Commissioner had 
reservations about moving to 140 William Street. The Under Treasurer wrote that he was disappointed to read of 
the Public Sector Commissioner’s reservations about the interim move to 140 William Street. I would like the 
Treasurer to confirm whether it was because of those reservations that the Public Sector Commission is moving 
to Dumas House. 

Mr C.C. PORTER: There will always be a level of free and frank discussion between directors and heads of 
agencies about where the best accommodation is or is not. Having worked in the public sector myself and been 
subject to changes in offices, I remember the debates being quite fierce at the time. This may be one of those 
occasions when robust views were put. In the end, a strategic plan has been engaged in and people will go where 
the executive government, after due and proper consultation, determines they should go. 

Ms R. SAFFIOTI: Has there been any reluctance from the other heads of agencies about some of the moves that 
are either proposed or underway under the government’s accommodation master plan? 

Mr C.C. PORTER: There have not been any representations to my office that I am aware of about substantive 
objections to the Dumas House proposal. 

Ms R. SAFFIOTI: I am referring more generally to some of the agencies moving to Optima Centre and other 
places in the metropolitan area. 

Mr C.C. PORTER: Again, I cannot recall having had any direct representations made to me. That is not to say 
that there is not a variety of views as to the wisdom or otherwise of particular moves; there always is. 
Apparently, the people moving to Optima Centre are very happy. 

Mrs M.H. ROBERTS: I refer to page 36 of budget paper No 3 and the goods and services tax being offset by 
royalties. Do the projected increases in royalty income since the 2010–11 Mid-year Review of Public Sector 
Finances offset the losses in GST revenue; and, if so, by how much? 

Mr C.C. PORTER: We may have moved past this division. Can the member confirm what particular increases 
in royalty revenue she is referring to? Is it the entire predicted increase? 

Mrs M.H. ROBERTS: Yes. 

Mr C.C. PORTER: The penalty that is exacted upon the revenue-raising state through the Commonwealth 
Grants Commission is different for different types of ore. As a rule of thumb, about 65 per cent of iron ore 
royalties are lost to Western Australia by a commensurate decrease in the GST grant. For every $100 million in 
iron ore royalty raised, there will be a $65 million decrease in the GST grant. The important point to be made, 
which I have been attempting to impress upon my interstate colleagues, is that there is sometimes an unfortunate 
tendency to view the Commonwealth Grants Commission process as a zero-sum gain whereby one state wins 
and another state loses. If we remove the incentive for a state to grow its royalty revenue, we remove the 
incentive to grow revenue, a percentage of which is shared among the other states. We would say that 
65 per cent is far too high a penalty to pay through the GST system and that the penalty should be less. If the 
Commonwealth Grants Commission penalises particular royalty increases to the tune of 200 or 300 per cent, 
there is every possibility that the state will not engage in those royalty-raising exercises and that the extra 
revenue that would otherwise be shared among the states to the tune of either 65 per cent, or a more desirable 
30 per cent or whatever it might be, would not be available. As I have mentioned, the overarching policy 
incentive exists under the present system to actually cut the level of royalty income earned to get a net increase 
overall by receiving an increase in the GST grants. The only reason it might be argued that states do not do that 
is the threat of extra penalty, again by the Commonwealth Grants Commission, which assesses what the states 
could otherwise be earning. But the system is well and truly broken. 
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[5.30 pm] 

Ms R. SAFFIOTI: I refer to the line item on employees in service 2, “Revenue Assessment and Collection”, on 
page 445. I think we touched on this in the Department of Treasury and Finance discussions about the increase in 
full-time equivalent staff. It was said that there was an increase in staff in the revenue assessment and collection 
area, but I cannot remember whether we touched on the particular areas of revenue assessment and collection—
payroll tax or stamp duty—in which the 16 extra staff will be working. 

Mr C.C. PORTER: Yes, they are in revenue collection. I recall a specific area of revenue collection was 
mentioned during the Economic and Expenditure Reform Committee process. An estimate was made of the 
revenue that each of those FTEs might bring in by virtue of their work in revenue. Generally speaking, they are 
in payroll tax, basically to ensure compliance in an increasing base of payroll taxpayers in a growing economy. 
The estimates are that, with increased compliance, therefore, those FTEs will pay for themselves—significantly 
so. 

Ms R. SAFFIOTI: So, they are predominantly in payroll tax. 

Mr C.C. PORTER: Yes. 

Mrs M.H. ROBERTS: I have some questions relating to page 449. There are two headings there. One is “Leads 
the Planning and Delivery of Government Building Maintenance”, and I note that the net cost of service will 
increase in 2011–12. I am seeking an explanation for why there appears to be a significant increase. The other 
heading is “Leads the Planning and Delivery of Government Office Accommodation”, and the net cost of service 
obviously went up considerably, it would seem, between the budget figure in 2010–11 and the estimated actual. I 
am therefore seeking an explanation for that as well. 

Mr C.C. PORTER: With respect to the first of those, which is delivery of government building maintenance, 
the 2010–11 estimate was $201 961 and the actual was $195 000. Then the 2011–12 estimate goes up again to 
$203 446. 

Mrs M.H. ROBERTS: No, the income is reduced. In each case I was looking at the net cost of the service, 
rather than the total cost of the service. 

Mr C.C. PORTER: I do not know whether I would describe those as significant variations. I will hand over to 
the Under Treasurer to explain those variations, such as they are. 

The CHAIRMAN: Under Treasurer. 

Mr T. Marney: Thank you, Chair. 

The CHAIRMAN: As long as the Treasurer says you can talk, you can talk. 

Mr T. Marney: I am merely paying respect to the Chair, which I believe is appropriate. 

The CHAIRMAN: Thank you; I appreciate it. 

Mr C.C. PORTER: There is a first time for everything! 

Mr T. Marney: The change in net cost of service reflects a shift in the fee-charging arrangement with agencies. 
I will be corrected by the Executive Director of Building Management and Works if I am wrong, but I believe 
that we previously received fees from the agencies for maintenance work that we did for them. That has been 
taken away and reflowed directly to Building Management and Works as an appropriation, as opposed to an 
exchange of money between Building Management and Works and the agencies themselves. 

Mrs M.H. ROBERTS: I will just clarify that through you, Mr Chair, and also through the Treasurer. Are the 
agencies still paying the same amount of money for those works but the money is going elsewhere; or are the 
agencies no longer paying? 

Mr T. Marney: Building Management and Works is paying on behalf of the agencies now and is appropriated 
directly for those payments, as opposed to collecting fees from the agencies. We therefore arrange the 
maintenance work and pay for it directly, rather than charge fees to the agencies, reflecting that the appropriation 
has shifted from the agencies directly through to Building Management and Works. 

Mrs M.H. ROBERTS: I have a further point on that. Previously money was made available by the federal 
government for various school projects and whatever, and Building Management and Works charged a fee to 
undertake those works, which came out of the federal government money. Can I just find out what is happening 
here? Is the state now meeting that money, or is that allocation from the federal government made directly to 
BMW? 

Mr C.C. PORTER: I defer to the Under Treasurer. 
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Mr T. Marney: It gets pretty complicated whenever commonwealth projects are undertaken by BMW in the 
state agency on behalf of the commonwealth. Obviously, we have to cover our costs of managing those 
programs. For example, in the Building the Education Revolution program, we retained an amount of funds 
sufficient to cover our administration of the program. We did not charge fees to the agencies. Basically we took 
whatever the commonwealth gave us for that program and did as much as we could with it, but in the process 
covered our costs associated with it. I think in the national audit process that was undertaken at the end of the 
BER program, which audit was released earlier this year, it was demonstrated that we had achieved the lowest 
fees of all jurisdictions through that arrangement as well as through the procurement processes that we 
employed. 

Mrs M.H. ROBERTS: I have a further question. Is the fee for a project a set percentage or is there a scale of 
percentages per value of project; and, if so, what are the fees? 

Mr C.C. PORTER: The fees anticipated for maintenance? 

Mrs M.H. ROBERTS: No, just in a general sense. I do not want the global amount for this year or whatever; I 
want to know what percentage of project value is charged by BMW or, as we find in the changed circumstances, 
retained by BMW to manage a project; and, does that percentage vary depending on the monetary value of the 
project? 

Mr C.C. PORTER: I will defer again to the Under Treasurer. 

Mr T. Marney: It depends on the nature of the project. We charge a standard rate for our involvement in 
procuring maintenance work for agencies. The variation in fees really comes from the facilities management 
companies that we deal with that actually undertake the maintenance work. The fees for a large project, the funds 
for which may come from the commonwealth, would again depend on the monetary value of the project and also 
the complexity of the project. Our fees are largely determined by the services we have to contract in, such as 
specialist construction advice, architectural services and so on. It therefore varies project by project, it varies 
with the dollar amounts and it varies with the complexity of the project. 

Mrs M.H. ROBERTS: Further on that, I will specifically ask about school maintenance. If, for example, 
$100 000 worth of maintenance needs to be done at a school, the Under Treasurer and the Treasurer have said 
that BMW charges a rate per hour, rather than a set percentage, based on how many hours are expended by 
BMW to oversee the project,. What is that rate per hour? 

Mr C.C. PORTER: Again I will defer to the Under Treasurer’s expertise. 

Mr T. Marney: I will further handball this one to John Tondut, the Executive Director of Building Management 
and Works, who can run through exactly how maintenance is procured. 

[5.40 pm] 

Mr J. Tondut: If we are talking about school maintenance, there are different arrangements for organising the 
work, depending on the type of work. If it is a very small breakdown and repair job, it is arranged through a call 
centre and a direct order to a pre-qualified trade. In that case, a standard schedule of rates is charged and we add 
a standard amount on top as an arranging fee, which covers the cost of the call centre. If we go to the other 
extreme of, say, a roof replacement program, we would be working with the existing facilities management 
framework. That type of job goes through a design and tendering process, and there is a cost associated with that. 
Once again, the school pays the actual cost, and that arranging cost is part of the appropriation that we were 
talking about before. 

Mrs M.H. ROBERTS: By way of supplementary information, could I get a copy of the schedule of rates 
charged by Building Management and Works for those small maintenance works?  

Mr C.C. PORTER: Yes, we will provide a copy of the schedule of rates charged by Building Management and 
Works for maintenance on school facilities. 

Mrs M.H. ROBERTS: Just generally for maintenance. I do not think it varies whether or not it is for a school, 
does it? 

Mr C.C. PORTER: For general maintenance? 

Mrs M.H. ROBERTS: Yes; I expect it is the same for all agencies. 

[Supplementary Information No B30.]. 
Ms R. SAFFIOTI: My question is related to “Revenue Assessment and Collection” on page 445 of budget 
paper No 2. I wish to ask about the state government’s role in collecting the Perth parking licence fee. Can I just 
confirm that in this budget, similar to the treatment of the road trauma trust fund, the Perth parking licence fee is 
being collected and shown as revenue, but there is no expenditure shown in the budget against that item? 
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Mr C.C. PORTER: I will stand corrected if I am wrong, but the revenue that comes through the collection of 
the fee sits in an account and counts as an asset until such time as its expenditure is approved and it is spent, and 
it moves through the account in that fashion. Is that what the member is asking? 

Ms R. SAFFIOTI: Yes, sure. Following on from that, though, as I understand it, this budget shows no 
expenditure against that item over the next four years. 

Mr C.C. PORTER: If the member can just take me to that line item. An additional amount of $8 million is 
being spent on the CAT buses over the out years, so I presume that turns up in our budget papers as expenditure. 

Ms R. SAFFIOTI: Okay. So is the total revenue being offset by expenditure? 

Mr C.C. PORTER: The total revenue is being placed into an account, and there will be expenditure of 
$8 million from that account over the out years for the CAT bus service. Whether or not that expenditure equals 
the anticipated revenue that is coming in—is that what the member is asking? 

Ms R. SAFFIOTI: Yes. 

Mr C.C. PORTER: The expenditure is less than the amount that is coming in, but that does not prevent 
additional expenditures from the account being approved, either mid-budget cycle or in the next budget cycle. 

Ms R. SAFFIOTI: What is the difference over the forward estimates between the expenditure and the revenue? 

Mr C.C. PORTER: I will have to take that as a supplementary and provide the information to the member. 

[Supplementary Information No B31.]  
The CHAIRMAN: Supplementary B31 is the excess of income over expenditure on the CAT buses. 

Ms R. SAFFIOTI: The revenue generated from the Perth parking levy over the next four years—the budget 
year and the forward estimates—compared with the expenditure included in the budget.  

Mrs M.H. ROBERTS: I just realised that the other half of the question I asked earlier did not actually get 
answered. It was about the items under “Leads the Planning and Delivery of Government Office 
Accommodation” on page 449 of budget paper No 2. The three figures shown are for the total cost of service, 
less income and the net cost of service. The net cost of service went up this year and will go up again next year. 
It would seem that in 2010-11, between the budget and the estimated actual, the income level has increased. 
What is the explanation for that increase and why is the net cost of service going in an upwards direction?  

Mr C.C. PORTER: The member is quite correct in identifying that the net cost of service goes from an 
estimated actual of $33.6 million to a budget target, in 2011-12, of $37 million, noting that that comes down off 
a high of $92.1 million in 2009-10. I am not aware, offhand, of what the explanation for those variances might 
be. I will defer to Mr Tondut.  

Mr J. Tondut: In regard to the difference between the 2010-11 actual and the 2010–11 budget—is that the 
question?  

Mrs M.H. ROBERTS: That is one of the questions; there are a lot of figures there that are interesting. The 
Treasurer pointed out that the actual net cost of service in 2009–10 was $92.171 million, and in last year’s 
budget it decreased dramatically to $19.337 million, but in reality the estimated actual goes up to 
$33.631 million. I am seeking an explanation of all of that, and also why the income appears to have gone up 
from $204 million to $249 million. 

Mr J. Tondut: There are a number of factors there. The first one, if we go back to 2009-10, is due to an effect of 
a net decrement of $95 million as a result of a downward devaluation of the land and buildings. That is a one-off 
effect. The other movement between the 2010-11 actual and the budget is due to the additional leases on 
140 William Street and Optima Centre that were not known at the time the budget was set. There has also been 
quite an increase across the board in the actual lease payments for government office accommodation. The 
income is going up because we pay the landlord and then recoup the actual cost of the lease from the agency that 
is occupying the building, so it is an increase in the revenue. 

Mrs M.H. ROBERTS: When Mr Tondut says “we”, is he saying that Building Management and Works pays 
the landlord on behalf of another government agency? 

Mr J. Tondut: Yes; that is right. 

Mrs M.H. ROBERTS: Is the amount that Building Management and Works pays the landlord and the amount 
that is charged to the government agency the same or different; and, if it is different, how different is it and why? 

Mr C.C. PORTER: I will defer to Mr Tondut again.  
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Mr J. Tondut: In simple terms it is the same amount, so what we pay the landlord we pass on to the agency, in 
proportion to the percentage of the building that it occupies. 

The CHAIRMAN: I just want to remind members before we go any further that we still have division 26, 
Office of the Auditor General, to get through. Does anybody want to ask questions about the Office of the 
Auditor General, because we have only 10 minutes left? Do members want to continue with this division? 

Mrs M.H. ROBERTS: I am quite happy to go on to the Office of the Auditor General.  

The appropriation was recommended. 
 


