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WESTERN AUSTRALIAN FUTURE FUND BILL 2012 
Second Reading 

Resumed from an earlier stage of the sitting. 
MR W.J. JOHNSTON (Cannington) [7.27 pm]: I was downstairs seeing off my family, and I looked up and 
saw the chamber was moving out of committee for the previous bill so I ran up the stairs. I thank the Leader of 
the House for helping me. 
Before the dinner break I was explaining the difference between what happened with the Fiona Stanley Hospital 
Construction Account Bill and what is happening with the Western Australian Future Fund Bill 2012. They are 
not the same, even though the argument has been made that they are. Money was actually available for the Fiona 
Stanley Hospital bill, because in that year there was a more than $2 billion surplus for the government of the 
time, and the government was not borrowing money. I was just contrasting that with what happened with the 
$350 million for the children’s hospital. I was just about to start talking about the government bank account, and 
I had pointed out that I had downloaded from the Department of Treasury website the breakdown by credit 
counterparty for the quarter ended 30 June 2012 of the government bank account. The total figure on that 
balance was $6 460 761 000. I make the point that that figure is not really going to change over the next number 
of years, and in fact that is the fundamental weakness in the bill in front of us. The actual cash balance of the 
government will not change, because the government is going to use the balance in the account to offset what 
would otherwise be borrowings. There is no money; the government will continue to borrow money because it is 
going to be spending more than it raises, unlike what happened when the member for Belmont was Treasurer. 
Net debt in the general government sector at that time went to zero. In fact, I think the member for Belmont 
might have had financial assets. 
Mr E.S. Ripper: Three point four billion. 

Mr W.J. JOHNSTON: We had $3.4 billion in financial assets rather than debt. 

The Western Australian Future Fund Bill 2012 is really just spin, and the member for Victoria Park outlined why 
there is no more protection for this bill than there is for any other piece of legislation in this Parliament. One of 
the things students are taught in year 9 politics and law is that a Parliament can do anything except bind itself. 
The Treasurer said that he had legal advice on how this bill can bind future Parliaments, so it will be interesting 
to hear him explain how that will be done. 
I now want to make some points about the finances of the state, and go through a number of years of state 
royalty income. For 2006–07, our royalties were $1 468 million; for 2007–08, $1 665 million; 2008–09, 
$2 348 million; 2009–10, $2 324 million; and 2010–11, $4 213 million. The estimated actual for 2011–12 was 
$4 493 million; the budget for the current financial year is $4 871 million, rising in the three years of the forward 
estimates to $5 933 million, $6 239 million and $6 563 million. My point about that is the rapid increase between 
2006–07 and 2010–11. If we look at the difference between those two years, there is three times the level of 
royalties in 2010–11 than in 2006–07. For the last full year that the Labor Party was responsible for the budget—
2007–08—the amount was $1 665 million, while the amount for the current budget year is $4 871 million. It will 
be interesting to see the outcome of that, because the budget was based on assumptions which may have seemed 
reasonable in May, but which are probably now a little weaker. I did a quick calculation; if we take the current 
iron ore price of $90 a tonne — 

Mr T.R. Buswell: It’s $103. There’s a bit of a difference. 

Mr W.J. JOHNSTON: — and if we held the dollar at US105c, I think we would lose about $3.5 billion over the 
forward estimates, which we would notice. Although, as the government has explained, we would actually get 
three quarters of it back from additional GST. 

Mr T.R. Buswell: It doesn’t help this year, though.  

Mr W.J. JOHNSTON: That is one of the problems with the GST deal—it is a backwards-looking deal, so if we 
spend a lot of money at once, because there is a delay between receiving the royalties and losing income from 
the GST, we are still getting the GST income in a particular year, and we have extra royalty revenue, as we have 
here, with the 300 per cent increase in royalty receipts. So this will probably be the last year that we get that pull-
forward of income, and then there could be considerable problems in the out years. If there is a quick decline in 
the royalty income and it takes a couple of years to get the GST revenue back, there will be a couple of years 
when we are deeply in trouble. The Treasurer is sitting there, nodding away! 

In terms of the total revenue, 2006–07 was $17.451 billion; 2007–08, $19.282 billion; 2008–09, $19.435 billion; 
2009–10, $22.039 billion; and 2010–11, $23.909 billion. The estimated actual for 2011–12 is $24.266 billion; 
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and the 2012–13 budget, $25.477 billion. I am going to stop there; I will talk about the future years, but I just 
make the point that it is a 50 per cent increase for the 2012–13 budget compared with the 2006–07 outcome. 
That is a stack of extra income that the state has benefited from. 

Going forward, I can summarise the budget’s estimates as a reasonable decline in the value of the iron ore price 
and a moderation of the value of the dollar. It is unclear at the moment whether the dollar is unlinked from our 
terms of trade or not. Over the history of Australia, the terms of trade have always been basically tracked, but 
there is an argument now that we have unlinked directly from the terms of trade, and that argument says that the 
dollar will remain high, which is obviously bad for the state. 
Mr C.J. Barnett: For a period, then it’ll crash. 

Mr W.J. JOHNSTON: Who knows? None of us knows what will happen to the value of the dollar, and — 

Mr C.J. Barnett: I just told you! You can bet your house on it. 
Mr W.J. JOHNSTON: How about the Premier goes and bets his house on it? It will be interesting to see how 
that goes. I remember a presentation by the National Australia Bank on economics; Alan Oster — 
Mr T.R. Buswell: I don’t have a house! 
Several members interjected. 
The ACTING SPEAKER (Mr A.P. O’Gorman): Members, it is a bit hard to hear the member on his feet with 
the jocularity in the chamber at the moment, so I ask that you hold it down and allow the member on his feet the 
opportunity to speak clearly. 

Mr W.J. JOHNSTON: I remember that NAB put up its dollar estimate for about five seconds and then took it 
down again, because the reality is that nobody knows what is going to happen to the dollar. If we are unlinked 
from the terms of trade—which seems unlikely, because it would be defeating 100 years of history — 
Mr T.R. Buswell: Member, sorry to interrupt, but I will bring in a graph tomorrow for the percentage of 
Australian debt instruments that are held by overseas interests; it has gone from 20 per cent to 80 per cent, so 
there is an argument that the currency, perhaps in the short term, has become decoupled from the terms of trade, 
whether it is an interest relativity factor or a store of value; it’s probably a combination of both. It’s a really big 
issue. 
Mr W.J. JOHNSTON: It is; it is absolutely important. There are not unreasonable assumptions in the budget 
papers; I think we are probably going to end up short on the estimates for income, which probably means that 
2013–14 and 2014–15 are going to be trouble for the state. I made the point that we have had a 50 per cent 
increase in income over the last six years, but over the next three years we are going to have a much flatter line 
on our income growth. We will go from, in next year’s forward estimates, $27.019 billion; 2014–15, 
$28.376 billion; and 2015–16, $30.238 billion. The point I am getting to is that we actually do not have, 
according to the budget papers, a lot of spare income. If we look backwards, this government has been very 
lucky; it has had a huge boom in income for the state. Revenues have been going up at unprecedented levels, so 
if the government wanted to set up a future fund, this is not the year to do it. If it wanted to be sensible, it would 
not be having a debt binge, which is what it has done—debt has gone from $3 billion in round figures for the 
government trading enterprises to $18 billion, and is on the way to $24 billion, and that final figure is on the 
assumption that there will be a $598 million cash surplus in the final years of the forward estimates, which is 
complete rubbish. That is a smoke-and-mirrors figure, based on the government not doing things that it has 
promised to do. It will not happen and cannot happen. The debt actually will be higher than $24 billion in the 
final year. 
Mr E.S. Ripper: You are not assuming they are going to keep their promises, are you? 

Mr W.J. JOHNSTON: It is an extraordinary idea that the government is actually going to do things it says it is 
going to do.  

The cash position is really interesting. The 2010–11 actual was negative $2 billion. The 2011–12 estimated 
actual was negative $3 billion. The 2012–13 budgeted estimate was negative $3.3 billion. The forward estimates 
for 2013–14 was a negative cash position of $2.959 billion. Then, extraordinarily, from a regular level of 
$2 billion to $3 billion, suddenly it goes down to only negative $853 million in 2014–15, and then a cash surplus 
of $598 million in the last year.  

Mr P. Papalia: Magic! 

Mr W.J. JOHNSTON: As the member for Warnbro says, it is just magic. 
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These are clearly rubbish. There is no way these figures can be accurate. If members look, they will find things 
such as parking expenditure of the royalties for regions, not expensing a whole series of commitments and all 
these sorts of things to hide what is actually happening in the cash. This is the point: at the same time the 
government is running a cash deficit, it is going to put money into an account. 
[Member’s time extended.] 

Mr W.J. JOHNSTON: That is why there will never be any money in the account, because there is actually no 
cash available for the government to put into the account. What will happen is that the balance of $6 billion that 
is currently in the state bank account—as the Under Treasurer pointed out to me in estimates, there needs to be a 
certain level of liquidity and $5 billion or $6 billion is the sort of money that is needed—is about the figure that 
will be there in four years. It will not be very different. The best that could be said is that in the last of the out 
years, there might be some improvement, but it is very unlikely because that relies on a lot of things not 
happening. There is never going to be any money put into this account. 
The next thing is that only a very small amount of money will go in each year. It is about one per cent of future 
royalties. A certain amount of money will go in in the first year, but as the Treasurer’s second reading speech 
states — 

From 2016–17 onwards, the future fund will be credited each and every year with a minimum one per 
cent of the state’s annual royalty income, which, in the initial stages, is indicatively estimated at around 
$65 million to $70 million per annum. 

It is actually a very small amount of money. A sum of $65 million or $70 million out of total government 
revenue of $30 billion is just a fraction of a fraction of a per cent. That is something that has not been discussed.  
Mr T.R. Buswell: Plus interest. 

Mr W.J. JOHNSTON: Plus interest, but the interest is only because the government is crediting it to itself. 
There is actually no interest because it is the same amount. Because the money is not being held in its own 
account, but is only being held in the government’s bank account, that interest would have been earned anyway. 

Mr T.R. Buswell: I am happy to give you the document afterwards. The future fund money will be dealt with as 
a sub-account within the public bank account. 
Mr W.J. JOHNSTON: That is right.  

Mr T.R. Buswell: Treasury Corporation has developed a set of investment protocols for that money. 

A member: They have given us that document.  

The ACTING SPEAKER: The member for Victoria Park is out of his seat. 

Mr W.J. JOHNSTON: We will come and talk to the Treasurer. I would be pleased to receive that, Treasurer; 
that would be interesting. However, it does not change the fact that if the balance of the state bank account is no 
higher, what is the interest?  

Mr T.R. Buswell: You are right, but there is an interesting thing out of the Treasury Corporation analysis. If you 
look at a series of five-year rolling averages, their argument is—I must admit I was a bit shocked by this, but I 
think it is because of the term and a range of other things they invest in—that they will generate a marginally 
higher rate of return on the money they invest than the money that the government generally borrows, which you 
would have seen in that document. 

A member: They reckon about 15 points.  

Mr T.R. Buswell: I said marginally. 

Mr W.J. JOHNSTON: It is 15 basis points or something like that—so 0.15 per cent. The point of course is that 
the reason that is true is that, as the member for Victoria Park referred to in his speech, the state is borrowing at 
AAA and lending at AA.  

Mr T.R. Buswell: Tomorrow we are borrowing $100 billion.  

Mr W.J. JOHNSTON: Sorry? 

Mr T.R. Buswell: Only joking, but at that small margin we could make a tidy return! 
A member: Why don’t you stick $100 billion in there? 

The ACTING SPEAKER (Mr A.P. O’Gorman): Member for Victoria Park! 

Mr W.J. JOHNSTON: The member is not in his seat. He is going to get into trouble. 
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Now that the Treasurer has raised the issue of the investment practices, it is worthwhile talking a bit about that. 

Mr M.P. Whitely: Give the Premier several billion dollars and he can put it all on the foreign exchange market. 
He has perfect foresight! 

Mr W.J. JOHNSTON: Yes, that is right. We will buy Australian dollars forward at 85c and see what happens. 

Mr C.J. Barnett: Put it on the US dollar. 

Mr M.P. Whitely interjected.  

Mr W.J. JOHNSTON: Three years out, we will put it at 85c and see whether the Premier is right; $5 billion on 
the bet—that sounds reasonable! 

I want to talk a bit about this question and how the money is invested. The Sovereign Wealth Fund Institute—I 
am sure the Treasurer has been looking at the website as much as I have over the last couple of months—has a 
way of judging the transparency of a sovereign wealth fund’s investment practices. The government has made 
great play about it, and the former Treasurer, the member for Bateman, has pointed out the very high investment 
expenses for the federal government’s Future Fund. Therefore, to avoid that, the state government wants to do it 
through the government bank account. Given that there is not a lot of money in this sovereign wealth fund, I can 
understand why he would make that decision, but I point out that there are these principles for how the 
transparency of a future fund, a sovereign wealth fund’s investment practices, is measured. The sorts of things 
that are raised by these principles are as follows — 

Fund provides history including reason for creation, origins of wealth, and government ownership 
structure 
Fund provides up-to-date independently audited annual reports 

Fund provides ownership percentage of company holdings, and geographic locations of holdings 

Fund provides total portfolio market value, returns, and management compensation 

Fund provides guidelines in reference to ethical standards, investment policies, and enforcer of 
guidelines 

Fund provides clear strategies and objectives 

If applicable, the fund clearly identifies subsidiaries and contact information 

If applicable, the fund identifies external managers 

Fund manages its own web site 

Fund provides main office location address and contact information such as telephone and fax 

That is the checklist that the institute has provided, and then it rates sovereign wealth funds against that. On 
many of these issues, this fund will get a zero rating, because that is not the nature of this fund. The Premier said 
on radio—he is right—that this is not one of those sovereign wealth funds that will be buying and selling shares 
and those sorts of things; it will just be holding these cash assets through the government bank account. But I do 
not know that when people hear the Premier talk about a future fund, a sovereign wealth fund, they have the 
understanding that he is talking about money in a bank account and not any genuine wealth fund that is holding 
assets and making decisions about our future opportunities. 

I also point out the very small investment horizon for this fund, being only 20 years. If members look at the 
funds that underpin many of the large privately owned universities in America, they will see that their 
investment horizons are 40 and 50 years. They go around the world looking for very long term assets to 
underwrite the risk they have of operating their university over the long term. 

Mr T.R. Buswell: I am sorry to interrupt, member. I know the bill uses 20 years as a time when it can be 
reassessed, for want of a better term, and you may well argue that would flow through to an investment horizon, 
but it is not a given that it would. 

Mr W.J. JOHNSTON: Sure, but the problem is that at $150 million, let us call it in round figures—we do not 
know the effect of inflation—it is a small sum of money. If the Treasurer is saying that in 2032 there will be an 
extra $150 million to spend on infrastructure, he is selling the idea that it will be a benefit in 2032. Clearly, that 
is the horizon. 

Mr C.J. Barnett: On a capital basis, it is $4 billion; that would add up. 
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Mr W.J. JOHNSTON: In the great scheme of things, $4 billion is a small amount. As the Premier said, it 
generates only $150 million in interest. Estimated revenue for the current financial year is $25.477 billion. 
Therefore, $150 million would hardly be noticed. It is almost a rounding error in the state’s accounts. It is a very, 
very small amount of money. 
Mr C.J. Barnett: You didn’t listen to what I said. I said the capital base of $4 billion will be significant. 

Mr W.J. JOHNSTON: I am saying that does not matter because the income generated is very, very small. Take 
the roads around the airport, which directly affects my community. That is a $750 million project. The member 
for Riverton wants to build Roe Highway stage 8, which is another $500 million, $600 million or $700 million 
project. 
Mr T.R. Buswell: It would take three years. 
Mr W.J. JOHNSTON: If it was $450 million over three years, even at the bottom end of those estimates it is 
still not cheap, and would take every single cent out of the fund and put it into a single project over three years. 
This fund is small beer. 
An interesting formula developed by a Norwegian economist tells us the income the government would expect to 
get back from royalties by allocating a fixed amount into a sovereign wealth fund. If the government receives 
$4.5 billion in royalties, which is the estimated actual for 2011–12, the mathematical formula determines the 
percentage of income that will be needed to be put into the sovereign wealth fund. If we put one per cent of our 
income into the sovereign wealth fund, it will take 80 years to get a financial asset that will deliver the annual 
amount that we are getting from royalties. That is why I say there is nothing wrong with looking at the very long 
horizon for these types of things because that is what we might need to do. If instead of just issuing a media 
release as a discussion point the government wants to achieve genuine financial freedom for the future of 
Western Australia, that is what it must do. We must either put 10 or 15 per cent of our income into the fund in 
the short term—say, over 30 years—or if we put in only one per cent, which is what is proposed in this bill, we 
will need a horizon of 80 years. That is just mathematics; it is not something that I have invented. That is the 
way it works. 
The Chamber of Commerce and Industry of Western Australia is opposed to the government’s decision because 
of the opportunity cost of not doing something with the funds now. The Treasurer and I just talked a minute ago 
about how much money the fund will have in the end, but we do not know what the inflation estimates will be. 
What will be the impact of inflation on the principal that is put into this account? The Norwegian economist 
whom I referred to earlier put into his formula a component that estimates inflation. We might end up with less 
income in the future than if we had invested the money in another way. If we build a port or some other hard 
infrastructure with the money that will be put into the account, we might get a higher return for the state in 20 
years’ time than the $150 million in interest, discounted by inflation, that the future fund is expected to generate. 
The Treasurer might comment on that in his reply, and I invite him to do so because I have not seen any 
discussions about that in any of the material provided by the government, in the second reading debate or in any 
of the commentary in the media. There has been no clear identification of the lost opportunities. That is the 
principal reason that the WA Chamber of Commerce and Industry, which is hardly a friend of the Labor Party, 
says that this is the wrong call. It believes that a Western Australian future fund will not return to future 
generations what could be done with the money in the present day. That is why the opposition opposes the bill. 

MS R. SAFFIOTI (West Swan) [7.54 pm]: I rise to make some brief comments on the Western Australian 
Future Fund Bill 2012. I will not go into as much detail as the members for Cannington and Victoria Park, who 
have clearly gone through some of the financial aspects of the bill. The future fund is an interesting idea. I think 
it caught a few of us by surprise when it was announced as part of the budget. After looking at why it was 
announced in the budget, we cannot say that it was done for economic or financial reasons. It is difficult to 
explain introducing a fund like this at a time of growing debt and significant need for infrastructure. This type of 
fund should be established when government debt is either declining or very much under control. The opposite is 
true. Government debt has increased significantly since 2008 and is forecast to grow significantly over the 
forward estimates. Other members have gone through the numbers, but I will go through them again. In 2008, 
general government net debt was zero—it was actually negative—and net debt for the total public sector was 
about $3.4 billion. It is estimated that net debt will be $18.6 billion at the end of this financial year. That is a 
significant increase and it is projected to increase again over the forward estimates. I have heard the Premier say 
that that will not happen, but I cannot understand how there will be an improvement. We have seen massive 
spending commitments and question marks over the revenue forecast in the government’s budget papers. 

It was a very interesting time to announce the creation of a future fund. I believe that it was announced to create 
a selling point for the budget. There is no more depth to it than that. The government needed a selling point and 
it thought that a future fund would be it. I also believe it was a way to claw back money from the royalties for 
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regions fund. That is the motivation behind it. The government sat around and asked, “What’s the vision? 
What’s the big picture? Let’s create a future fund.” Through that process, the government gets to claw back 
some of the money that is going to royalties for regions. I believe that is the motivation for creating a future fund 
at this time. As I said, government debt is growing. This is a very interesting time to create a future fund. 
Everyone has a different way of explaining what is being proposed. I explain to people that it is like increasing a 
mortgage and then creating a savings account. A person increases the mortgage by $200 000 or $300 000 and 
then creates a $10 000 savings account. It does not make economic sense. It will be one account sitting in the 
budget papers that is netted off gross debt; that is all it is. As we have heard—I will go into this in more detail 
later—the future recurrent revenue that will be created, which is the whole purpose of the bill, is minimal in the 
context of the state budget. In 2032, it will not purchase much at all. 

As I said, I think this fund was the creation of the spin doctors on the one hand and those who wanted to take 
money back from royalties for regions on the other. The government created this future fund to try to create a 
selling point in the budget. Let us look at what is happening in Western Australia. There are enormous 
infrastructure demands. We hear all the time about the massive population growth throughout the metropolitan 
area, which is causing enormous infrastructure demands throughout the state and enormous increased congestion 
on our roads. The demand for increased roads and better public transport is intense. When I look at some of the 
road networks, such as Reid Highway, I think about how they will serve the population in the future. We can 
keep a single carriageway here and there, but in 20 years, how much will it cost to make it a dual carriageway? 
We are delaying those decisions by putting money into a bank account. That will create very minimal revenue 
growth while the cost of retrofitting infrastructure will be enormous. We will have to go back into existing 
suburbs and build tunnels, expand streets and put in public transport when now is the time to look at those 
significant issues.  

As I said, I do not think anyone is really sold on this concept. It is a nice thing to do and it is sentimental, but it 
does not serve any economic or financial purpose. More importantly, it does not and will not serve the 
infrastructure demands and needs of Western Australia today and over the next few decades. What use is a future 
fund when our roads are so congested that people take hours to get into the city every day? What use is it when 
our public transport system is lagging 20 or 30 years behind? We will spend the money in 20 years to fix the 
problems that we should be fixing right now. It will cost more and more. 

We have seen what has happened in the other states and the significant criticism of the New South Wales and 
Victorian governments for not acting quickly enough to serve the booming population centres that have emerged 
on the urban fringes. That is happening here today. The significant population growth in the outer suburbs is 
creating congestion. I know that the government likes to talk about the CBD, but some of the real congestion hot 
spots are out there in the suburbs.  

Mr Acting Speaker (Mr A.P. O’Gorman), as the member for Joondalup, you are well aware of the significant 
issues relating to the Mitchell Freeway. Reid Highway and Gnangara Road also need work. Significant road 
expansion in the outer suburbs is necessary. As I said, the future fund does not serve either the population of 
today or the population of the future. What use is it to leave a savings account when our kids will take two hours 
to get to work? What use is it if we create suburbs that are not connected to the rest of the metropolitan area? As 
I said, this makes no economic or financial sense. It is a selling point: “Let’s make this the grand vision. Let’s 
take some money off the Minister for Regional Development.” That is what it is all about, and to try to dress it 
up as something different is absolutely misleading. As I said, I will go through my little brussels sprouts analogy, 
member for Cannington. Thirty-five years ago my mother used to sell brussels sprouts on the side of the road 
and she put some of the money she earned into my glory box. Five years ago she pulled out that money and it 
was very sentimental. We loved it; we cried. However, was it of any use? Not really. Could that money have 
been better spent purchasing some land, buying a productive asset or reducing our debt? Probably. It was 
sentimental as we thought of those days of selling brussels sprouts on the side of the road, but did it help us 
financially? No. The future fund to me is the brussels sprouts — 

Mr M. McGowan: Whatever happened to brussels sprouts? No-one eats them anymore.  

Mr E.S. Ripper interjected.  

Ms R. SAFFIOTI: They are making a comeback, as are broad beans, frankly. There are a lot of broad bean 
salads out there in the marketplace. As I said, it was sentimentally nice, but from an economic and fiscal 
perspective, the money earned from the brussels sprouts did not really make an impact.  

I will go through some of the numbers that have been mentioned before. It is an interesting time to be creating 
this fund. We have received mixed messages about revenue in this state. On the one hand, the commonwealth is 
taking all our royalty revenue through cuts to our share of the goods and services tax. On the other hand, we have 
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so much royalty revenue that we can put it in a savings account. When the other states and the commonwealth 
government look at this future fund, they think that our government has excess money. This says that we have so 
much money that we have excess to put into a future fund for decades to come. The next day, the government 
goes to the commonwealth and says that it has taken away all its money. Mixed messages are being sent. The 
battle to get an increased share of the GST is impacted by some of the arguments behind this future fund. The 
government cannot say one day that it has royalty revenue in excess of what it needs today to fund our current 
infrastructure and expenditure demands, and then the next day say that it does not have enough revenue to meet 
our infrastructure and service demands. As the member for Victoria Park has outlined, the creation of a future 
fund sends mixed messages about our revenue forecast.  

As I said, it does not make any economic or financial sense. It sounds good. It can get a headline, but really it is 
only an account in the budget papers. It is one line in the budget papers. Frankly, if the government were to 
reduce net debt by that amount, it would have the same impact.  

Mr M.P. Whitely: It would be better.  

Ms R. SAFFIOTI: It would be better, because regardless of some of the arguments, I think that over the longer 
term, interest payable will be higher than interest received. It is an offset account. As I said, why would we do it? 
Financially, why would anyone do it? We are increasing our borrowings—increasing our mortgage—and then 
setting up a savings account. It may make us feel good to have a savings account, but financially we are worse 
off. What use is it for me to leave my children a savings account of $10 000 if my house is mortgaged to the 
point of 90 per cent? My kids will have to pay the mortgage each year, which will be probably about six times 
the interest that will be received from the savings account. This government has not thought about future 
generations in all its spending decisions. It is misleading to try to pretend that it is thinking about future 
generations now. It has not thought about future generations; this government has inflicted a rapid increase in 
debt on taxpayers and future generations.  

Mr C.J. Barnett: I would have thought a children’s hospital had a bit to do with future generations. 

Ms R. SAFFIOTI: That is not even included in the numbers I just read out.  

Mr C.J. Barnett: You do not support a children’s hospital. Debt is paying for it. I am making the point that it is 
for future generations.  

Mr M. McGowan: You make the point but it does not make it right.  

Mr C.J. Barnett: It is a very good example of providing for future generations. 

Ms R. SAFFIOTI: This government drives past a block of land and says that it wants to build a stadium there. It 
does not care how much it costs Western Australians. Do not talk to me about whether I care about a children’s 
hospital. Of course I do. The Premier does not care about the children if he makes decisions to spend whatever it 
takes to be different from the Labor Party.  

Mr W.J. Johnston: This bill has nothing to do with the children’s hospital anyway.  

Ms R. SAFFIOTI: No, it does not. 

Several members interjected.  

The ACTING SPEAKER: Members! Let us get back to it.  

Ms R. SAFFIOTI: If the government is really thinking about generations to come, it would make decisions 
based on value for money and the best outcome for the state. It would not base decisions on putting its ego in 
front of everybody else. That is what this football stadium is.  

Mr C.J. Barnett: Are you against the football stadium in the eastern suburbs?  

Ms R. SAFFIOTI: I have been going to the football for decades. I believe that the government should not go 
past a block of land and say that it will build a stadium there. It should not ignore all the expert advice that has 
been prepared. The government should not jeopardise hundreds of millions of dollars that could be funding 
infrastructure throughout the suburbs. But that is what the government has done and continues to do. The 
Premier does not care about the finances of the state. He never has. It is not in the Premier’s DNA.  

Dr M.D. Nahan: What a waste of space!  

Point of Order 
Mr M. McGOWAN: I heard the member for Riverton use unparliamentary language. I ask that he be requested 
to withdraw it.  
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The ACTING SPEAKER (Mr I.M. Britza): There is no point of order. Member, carry on.  

Debate Resumed 
Ms R. SAFFIOTI: As I said, this is a government that does not care about the finances of the state. This is a 
Premier that does not care about the finances of the state, as has been demonstrated again and again. Under this 
government, we have seen a record increase in debt for the state because decisions are based on the Premier’s 
ego, not on what is best for the taxpayers of this state.  
I want to go through some of the issues raised by the Minister for Transport today when he came into this house 
and put a costing on what the shadow spokesperson said on radio the other day. He did a costing on a rail line 
from Ellenbrook to Forrestfield. Could he possibly put a costing on a light rail that he committed to? What is that 
cost? I will put that cost at $1.5 billion. 
Mr W.J. Johnston: What about $1.7 billion? 

Ms R. SAFFIOTI: Actually, that sounds better. 

Mr M.P. Whitely: What about $2.1 billion? 

Ms R. SAFFIOTI: I am taking $2.1 billion from the member for Bassendean.  

Mr F.A. Alban: What’s the cost of the Ellenbrook railway line now? 

Mr M.P. Whitely: Nothing, because you didn’t do it. 

A government member: Toot, toot! 

The ACTING SPEAKER: Members, let us get back to the debate. There will be no tooting.  

Ms R. SAFFIOTI: Thank you, Mr Acting Speaker. 

Mr C.J. Barnett interjected. 

Ms R. SAFFIOTI: So we are going to win. 

Mr C.J. Barnett: Are you going to commit to the train? We’re not. Are you going to commit to it? 

Ms R. SAFFIOTI: What is the Premier going to do?  

Point of Order 
Mr W.J. JOHNSTON: Mr Acting Speaker, I would like to draw your attention to the fact that the Premier did 
not interject on me but is now interjecting incessantly on a woman. This is the usual practice that occurs in this 
chamber. I ask that you give protection to the women of this chamber from the interjections of the Premier.  
The ACTING SPEAKER (Mr I.M. Britza): There is no point of order.  

Debate Resumed 
Ms R. SAFFIOTI: The government is not going to commit to the Ellenbrook rail line. Is the Premier going to 
commit to anything? 

Several members interjected. 

The ACTING SPEAKER: Member for West Swan, you have only four minutes left so I suggest you use your 
four minutes.  

Ms R. SAFFIOTI: The Minister for Transport came into this place and allocated a cost to the Ellenbrook to –
Forrestfield rail line. He has done a route definition, which is nice. What does that $2.5 billion represent?  

Mr T.R. Buswell: It is $2.5 billion.  

Ms R. SAFFIOTI: I know but what does it include? 
Mr T.R. Buswell: It is a large sum of money. 

Ms R. SAFFIOTI: What does it include? 

Mr T.R. Buswell: It includes the railway lines and the flyovers. 

Ms R. SAFFIOTI: What about the Perth–Darwin highway? 

Mr T.R. Buswell: What do you mean? 

Ms R. SAFFIOTI: Does it include the Perth–Darwin highway? 

Mr T.R. Buswell: No, it is the cost of the railway line. The Perth–Darwin highway is a road—bitumen. 
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Ms R. SAFFIOTI: Why did the minister use it as the alignment? 

Mr T.R. Buswell: Well, the comment was made — 

Ms R. SAFFIOTI: Well, well, well! 

[Member’s time extended.] 

Mr T.R. Buswell: We certainly tried to find the most logical route between Ellenbrook and Forrestfield. I admit 
that we had a guesstimate as to how you get from Forrestfield to Ellenbrook. I can see tens of thousands of 
people. I can imagine up in Ellenbrook a mass of people in the morning will be saying, “I’ve got to get to 
Forrestfield today.” There are all those good people in Forrestfield. I have met them. They will get up in the 
morning and say, “Ellenbrook, here we come.” 

Ms R. SAFFIOTI: The minister ridicules Ellenbrook. With respect to the $2.5 billion allocated to the 
Ellenbrook–Forrestfield rail line, how much will the light rail project cost? 

Mr T.R. Buswell: We don’t know how much it will cost yet. I have not said how much it will cost. I have said 
that it will be well north of a billion dollars, and it will. Do you know when we will know? When we do the final 
work about how you deal with difficult things — 

Ms R. SAFFIOTI: So the minister does not know about this. It is a guess.  

Mr T.R. Buswell: — like how you get under Walcott Street and how you get down Fitzgerald Street. 

Ms R. SAFFIOTI: How do you get under Walcott Street? That is a very interesting question.  

Mr T.R. Buswell: How do you get across City Square? 

Ms R. SAFFIOTI: They are very interesting questions. 

Mr T.R. Buswell: When that is resolved, we will have an exact figure. I haven’t hidden from that. Do you 
support the light rail project? Does the Labor Party support the light rail project?  
Ms R. SAFFIOTI: What do we have? We do not have a project. It is a picture.  

Mr T.R. Buswell: It is a project. We are spending $14 million in partnership with the commonwealth doing the 
planning. 

Ms R. SAFFIOTI: Here it is. Do we support that picture?  

Mr W.J. Johnston: It’s a lovely picture.  

Ms R. SAFFIOTI: We love the picture; it is a fantastic picture. I ask the minister to tell us where it goes and 
how much it will cost. 

Mr T.R. Buswell: I will tell you where it goes. It goes from the Balga TAFE, it then goes down Mirrabooka 
Avenue and it goes under Reid Highway because we put the overpass in. It does a left turn and heads down 
through the Mirrabooka shops. It goes down Yirrigan and eventually finds its way into Dianella Drive and down 
Morley Drive to the roundabout at Alexander Drive. Then it turns right at Alexander Drive and proceeds down 
Alexander Drive. Where we have some difficulties is how you get under Walcott Street.  
Ms R. SAFFIOTI: We all knew that. 

Mr T.R. Buswell: I haven’t finished yet. You asked me a question.  

Ms R. SAFFIOTI: Okay. 

Mr T.R. Buswell: You then go under Walcott Street, I am assuming — 

Ms R. SAFFIOTI: So the government will be tunnelling under Walcott Street? 

Mr T.R. Buswell: Yes. That is what I said. It is complicated. It goes down Fitzgerald Street — 

Mr W.J. Johnston: How many houses do you have to knock over? 

Mr T.R. Buswell: Very, very few. That is one of the reasons we chose that route. 

Mr W.J. Johnston: How many?  

Mr T.R. Buswell: A handful. Fewer than 10.  

Ms R. SAFFIOTI: Have you told them?  

Mr T.R. Buswell: No. I haven’t finished. It goes down Fitzgerald. When it gets to the bottom of Fitzgerald, it 
will turn into Roe. 
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Mr P. Papalia: This is fantasy land. 

Mr T.R. Buswell: It is not fantasy land. 

Ms R. SAFFIOTI: Does it then turn left? 

Mr T.R. Buswell: It turns left and then it will make its way into City Square. From City Square there will be a 
splitting of the line. The eastern leg of the line — 

Ms R. SAFFIOTI: Is that where the station is going to be? 

Mr T.R. Buswell: At the eastern leg of the line, there will be a station, for example, at Terry Tyzack Reserve. 
There will be three or four stations on Fitzgerald Street. Then it runs down through the city east to the Victoria 
Park bus interchange just over the Causeway. That will be a station. It will run west and if you have a look at the 
map very carefully, you will see the area around West Perth and right through the CBD, with a little more work 
to do around definition. It will then turn left and go down Thomas Street down to QEII and there will be a 
terminus at QEII. Effectively, what you will have is a light rail network — 
Mr P. Papalia: How much? 

Mr T.R. Buswell: I’ve told you before; I don’t know if you had your ears on. We don’t know how much it will 
be yet but it will be north of a billion dollars.  

Ms R. SAFFIOTI: North of a billion dollars?  

Mr T.R. Buswell: That means over $1 billion. Let me summarise that, Mr Acting Speaker, because I was asked 
a question. The light rail project will effectively link Balga TAFE in Mirrabooka — 
Ms M.M. Quirk interjected. 

Mr T.R. Buswell: I have been there; it is a great spot. A lot of people live around Balga TAFE. It will eventually 
service out to the bus interchange on the Causeway and then the QEII. I think it is a very, very good outcome. 

Ms R. SAFFIOTI: How much will it cost? 

Mr T.R. Buswell: I am sad that the Labor Party does not support it. 

Ms R. SAFFIOTI: How much will it cost?  

Mr T.R. Buswell: I’ve told you—north of a billion dollars. We have $944 million of unallocated money in the 
Department of Transport budget for NB2 projects. This project and the Perth–Darwin highway project near your 
electorate are the two metropolitan priorities that we are currently working on at official level and at ministerial 
level with the commonwealth.  

Ms R. SAFFIOTI: They add up to more than $944 million. 

Mr T.R. Buswell: Of course they do because every year additional funding flows in. Every year of NB2 there’s 
somewhere between $400 million and $500 million of additional funding that flows in. You’ve asked the 
question. That’s where it goes. It is a great project for Western Australia. You should get on board. I am sure the 
member for Nollamara supports it. The member for Girrawheen supports it. 

Ms M.M. Quirk: I support it further up. 

Mr T.R. Buswell: Me too but I haven’t got enough money. 

Ms R. SAFFIOTI: I ask the Minister for Transport to tell us how much it will cost. 

Mr T.R. Buswell: I’ve told you—north of a billion dollars. 

Several members interjected. 

The ACTING SPEAKER: Okay, members. That is enough. We have got the point. Member, get back to the 
point please. 
Ms R. SAFFIOTI: As I said, we have a government that comes in and puts estimates on comments made by our 
side. 

Mr M.P. Whitely: There will be huskies and sled dogs; it will be that far north of a billion dollars.  

Ms R. SAFFIOTI: It could be that far north. It could be as far north as where Santa Claus lives. 

Mr T.R. Buswell: There is $944 million of unallocated money.  

Ms R. SAFFIOTI: MAX plus the Perth–Darwin highway add up to at least $2.3 billion. 

Mr T.R. Buswell: There will be private money, too, potentially.  
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Ms R. SAFFIOTI: Is the minister telling us that he will fund that $2.3 billion worth of projects for 
$944 million?  

Mr T.R. Buswell: No, I’m not. 

Ms R. SAFFIOTI: Yes, he is. That is what the minister is saying. He has no funding for PDH and he has no 
proper funding for MAX.  

Mr T.R. Buswell: You are wrong. 

Ms R. SAFFIOTI: No, the minister is wrong. The forward estimates show $944 million, and I can read the 
budget. The forward estimates show $944 million and the government is funding two projects worth over $2 
billion. 

Several members interjected. 

Mr M. McGowan: Mr Acting Speaker, can you ask them to stop interjecting? 

The ACTING SPEAKER (Mr I.M. Britza): It is going on on both sides. 

Mr M. McGowan interjected. 

The ACTING SPEAKER: Excuse me, member, the questions are coming to the Treasurer backwards and 
forwards. While they are going backwards and forwards, I am letting the two answer. As soon as the member on 
her feet feels that the answer has stopped, I will stop it.  
Ms R. SAFFIOTI: As I said, if the government was really concerned about future generations, it would properly 
fund, properly account for and properly cost its projects. Announcements for projects should not be made 
without knowing what the costs are. It is like someone going to buy a house and not knowing what they will pay 
for it. Who does that? Who goes and buys something without knowing the cost? 

Several members interjected. 

Ms R. SAFFIOTI: And then challenging us to agree to something — 

The ACTING SPEAKER: Excuse me, member. Members on my right, we have just a few minutes left and I 
want to hear the member for West Swan speaking by herself. 

Ms R. SAFFIOTI: As I said, who does that? Who buys something and then challenges others to agree to it 
when they do not know the cost? People all like shiny things, but if they cannot afford them, they have to make 
decisions — 
Mr M.P. Whitely: A puppy is not just for Christmas! 
Ms R. SAFFIOTI: Exactly, puppies are with us all year round. Things have to be prioritised. People’s cost of 
living, for example, has to be prioritised. As I said, we all like shiny things, but it should be known what they 
cost. This government makes decisions to do something, like the Metro Area Express project, for which I 
understand the decision has been made to do it. 
Mr T.R. Buswell: It’s beautiful. 
Ms R. SAFFIOTI: Has a decision been made to do it? 
Mr T.R. Buswell interjected. 
Ms R. SAFFIOTI: Has a decision been made to do it? Has cabinet decided — 
Mr T.R. Buswell: A decision has been made to do the business case. 
Ms R. SAFFIOTI: So cabinet has decided to do it, okay. 
Mr C.J. Barnett: Yes, we made a decision. 
Ms R. SAFFIOTI: We will see the proper costs in the midyear review then. The proper cost should be in 
midyear review. 
Several members interjected. 
Ms R. SAFFIOTI: Honestly.  

Mr P. Papalia interjected. 
Mr T.R. Buswell: Have you ever built anything, other than a pergola? 

The ACTING SPEAKER: Okay, members! The member for West Swan, thank you, member for Warnbro. 
Thank you, Treasurer. 
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Mr T.R. Buswell: You’re so full of yourself you’ll puff up and float away one day. 

Mr P. Papalia: Yeah right. 

Ms R. SAFFIOTI: Look who is talking.  

As I said, we all like new things, but we have to know what they cost. The stadium is another example of that. If 
the government really cared about future generations, it would make decisions based on value for money and 
what will be in the interests of taxpayers today and in the decades to come. As I said, this future fund was to 
create a selling point for the budget; it was to try to get money out of royalties for regions; that is what it was all 
about. It will be a one-line item in the budget papers—a one-line item with an account—and that is all it is. It 
does not really serve any economic purpose or any financial purpose. As I said, there are enormous infrastructure 
demands today. There are roads that need to be fixed in the outer suburbs. Gnangara Road is an example where 
$10 million would help finish the duplication of that road—its full duplication. It is one of the most unsafe roads 
in the metropolitan area.  

Several members interjected. 
Ms R. SAFFIOTI: Does the Premier think I care? 
The ACTING SPEAKER: Members, let us hear the last bit in silence. 

Ms R. SAFFIOTI: This government is refusing to fund the full duplication of Gnangara Road. We have seen a 
number of deaths on that road recently and it is carrying enormous traffic—trucks and cars on a daily basis. 
Mr T.R. Buswell interjected. 

The ACTING SPEAKER: Thank you, Treasurer! 

Ms R. SAFFIOTI: This government is refusing to fund the full duplication.  

Mr T.R. Buswell: Not true. 

Ms R. SAFFIOTI: This government is refusing to fund a full duplication; it is not funding the full duplication. I 
am not sure how many ways I can say that. The government is not funding the full duplication of Gnangara 
Road. There are enormous infrastructure demands — 

Several members interjected. 

The ACTING SPEAKER: Members, just keep that silence for the last three minutes. 

Ms R. SAFFIOTI: The government is refusing to fund the Gnangara road duplication. Meanwhile, it is talking 
about issues for future generations. We need to fix that congestion on our roads. We need to get the public 
transport there now to ensure that future generations are not completely disconnected from the suburbs and the 
city. As I said, this is basically nothing but a bit of froth and bubble; that is all it is. The government was trying 
to find a selling point for the budget and trying to get money out of RFR. The Premier and the Treasurer can sit 
there and try to bully women all they like — 

Several members interjected. 

The ACTING SPEAKER: Members, let us settle down. 
Ms R. SAFFIOTI: Members opposite can do all they like — 
Several members interjected. 
The ACTING SPEAKER: Members, thank you! 
Ms R. SAFFIOTI: Pardon?  
The ACTING SPEAKER: Thank you! 

Ms R. SAFFIOTI: The government can say all it likes, but facts are facts. The government is ignoring 
infrastructure in the suburbs. It is ignoring congestion in the suburbs and it is failing to deal with the cost of 
living for ordinary Western Australian families. 
MR E.S. RIPPER (Belmont) [8.26 pm]: I will start with some admittedly faint praise of the Barnett 
government: this is clever politics. Unfortunately, it is very poor policy. Let us go to the politics. The 
government faces a problem with the increases in state debt. The last full financial year for which the former 
Labor government was responsible saw state debt at $3.634 billion. According to the government’s own budget 
papers, it will be $18.6 billion at the end of this financial year, so it will have gone from $3.6 billion to $18.6 
billion over the life of this government. Some of that debt is in the government trading enterprises and in the 
government trading enterprises it is serviced by the revenue that those trading enterprises attract; it is serviced by 
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the big increases in utility prices that this government has imposed on our community. But there is debt that is 
not serviced by commercial income. That debt is the debt in the general government sector—the money that we 
spend on non–income producing assets. Let me say that the picture there is even worse.  

Mr T.R. Buswell interjected. 

Mr E.S. RIPPER: I will deal these issues. If the Treasurer listens to my speech, I will deal with these issues; 
there is no need to interject on me. If we look at the general government sector, the picture is even worse. In 
2008, there were positive financial assets in the general government sector of $3.4 billion. By the end of this 
financial year, by 30 June 2013, there will be debt in the general government sector of $5.5 billion. So this 
government has turned financial assets in the general government sector into borrowings of $5.5 billion. Those 
borrowings are not serviced by commercial income; they have to be serviced by taxation revenue. So I say to the 
Premier that he inherited a future fund and he blew it, and beyond that he borrowed even more. He inherited a 
future fund in the general government sector of $3.4 billion worth of financial assets. He blew all of that and he 
borrowed even more, turning it into a $5.5 billion debt. That is the issue that the government faces in the debate. 

Mr T.R. Buswell: More bricks and mortar. 

Mr E.S. RIPPER: “More bricks and mortar”, says the Treasurer. That is always the excuse for more borrowing 
and if that is right, if that is the only story, we should borrow and borrow, because we are always building things, 
and not worry at all about the level of debt. But of course, the government knows that our community does 
worry about the level of debt, and so the government needs to turn around the debt issue. We have an interesting 
position in this state. The history of the last decade or more of politics in this state is that the Liberals increase 
debt while Labor cuts debt. This is contrary to the brand image of the two parties. The brand image of the Liberal 
Party is that it is a better financial manager than Labor, and the brand image of Labor is that it will spend more 
money than the Liberals, but when we actually have a look at what has happened over the past 12 years, who has 
had the strongest financial management? It is the Labor Party. Who has had the weakest financial management? 
It is the Liberal Party.  

The government needs to turn this debt debate around, and what a wheeze the future fund is, because it creates a 
potential for the government to reverse those positions in the debt debate. It has the potential to make the 
government look like it is prudent and interested in preparing and caring for the future; on the other hand, if the 
government tempts the Labor Party into voting against what is a cruel confidence trick, the government will then 
try to argue that Labor does not want to save for the future—Labor is spendthrift and Labor wants to spend the 
money. So, this is a situation of too much debt, and the government being on the back foot on debt being turned 
around and reframed by the future fund wheeze.  

A future fund responds to community anxiety about the resources boom. People worry during a boom about 
what happens afterwards: What happens if the boom goes bust? Are we taking advantage of our good fortune 
now to prepare for the future? The public wants to see the benefits of our current good fortune invested for the 
future of the state. There is a community anxiety about the boom and a community desire to see us all preparing 
and planning for the future, but the problem is that the state government of Western Australia does not harvest 
the benefits of the boom. This is the great problem in our political discourse at a state level; we do not harness 
the benefits of the boom. The commonwealth government collects company tax, the commonwealth government 
collects income tax, and the commonwealth government collects petroleum resource rent tax for all the gas in 
commonwealth waters. The little we get is then equalised away to the other states via reductions in our goods 
and services tax distribution. So there is a problem in thinking only about royalties, because we have to think not 
only about one source of income, but also about all the income put together. Royalties and the GST are 
inextricably linked.  

If we go to budget paper No 3, we can see the WA Treasury analysis of what I am talking about. We subsidise 
the rest of the country by nearly $15 billion a year, which is $6 447 a Western Australian a year. We can see why 
we cannot act as though we are harvesting the benefits of the boom; it is because we are not harvesting the 
benefits of the boom, they are being spread across the entire country not only through GST, but also through 
collections of company tax, income tax and petroleum resource rent tax. Think about that. 

Mr T.R. Buswell: And, member, a proportionally lower payment of commonwealth transfers—unemployment 
benefits —  

Mr E.S. RIPPER: Exactly; the other side of the argument is that we have a younger population—therefore, 
fewer commonwealth payments. 

Mr T.R. Buswell: Fit, like you and me! 
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Mr E.S. RIPPER: Healthy people, yes. We have fewer commonwealth-headquartered national institutions in 
Western Australia; also, we do not get our fair share of Medicare payments because there are not private doctors 
spread across one-third of the continent. 

Dr K.D. Hames: Nearly $300 million a year. 

Mr E.S. RIPPER: So, there are a number of factors that mean we subsidise the rest of the country and we do not 
harvest the benefits of the boom. As royalties rise, our GST falls. This really reveals the fundamental absurdity 
of any royalty-based formula for expenditure. If we want to properly manage the finances, we have to consider 
the revenue as a whole. That is the fundamental flaw underlying the royalties to regions formula, and it is the 
fundamental flaw underlying the future fund formula. We do not harvest the boom; therefore, we do not have the 
money now for a future fund. All these formulas—royalties for regions, the future fund—are politically 
attractive, but they are fundamentally flawed as financial management tools.  

The basic point is this: debt in the general government sector makes the Western Australian Future Fund Bill 
2012 just ridiculous. The government will be using the credit card to set up a savings account. The whole scheme 
is likely to lose us money. Most people will understand that we pay more interest on what we borrow than we 
make on what we save. The government has an argument that some modelling shows that it will make a small 
amount of money on this exercise, but then we have to factor in the administrative costs and so on of running the 
whole exercise. Even if the government can remarkably get higher interest on its savings than it pays on its 
loans, the amount will be tiny and be offset by administrative costs.  

I do not think the money is there; I do not think the proposition stacks up financially. But let us just assume 
another scenario. Let us say that as a state we could retain the fiscal benefits of the boom. Let us say we had no 
debt in the general government sector. Let us say we had no superannuation liabilities. Would it then be the best 
use of our financial resources to establish a future fund? I do not think that even then there would necessarily be 
a case for a future fund. We are a big state, most of our state is underdeveloped, we are one-third of the 
continent, and we have huge infrastructure needs. Is the government really telling us that there is no more 
infrastructure with a good economic return worth investing in right now? Even if we had all the financial 
conditions for a future fund, we would get a better return if we invested in good economic infrastructure right 
now. It has been interesting listening to this debate, and there has been a lot of debate about infrastructure even 
as we have discussed the future fund. The Premier has talked about the children’s hospital as an investment in 
the future and the Treasurer has talked about public transport as an investment in the future; our whole debate in 
this state is about a range of projects that we all want but are having difficulty funding. No-one can tell me we 
have run out of economic infrastructure in which to invest. This is where the money should go.  

I can only see one case about which we could have said we had the financial resources for a future fund, and we 
did not invest those resources in infrastructure. It is just possible that at points in the economic cycle the 
economy is so hot that to put extra money into infrastructure investment will only increase the costs of that 
infrastructure and cause delays in other projects. So if the economy was that overheated we might say, “Not 
now; we’ll put it aside for investment later.” But we have neither the financial resources nor the shortage of good 
infrastructure projects in which to invest, nor the extreme overheating we had in 2007 that would justify 
establishing a future fund.  

I want now to deal with the argument about whether or not this future fund can be protected. My view is, even if 
we can or could harvest the proceeds of the boom, even if it made sense to put the money aside rather than invest 
in infrastructure, the fund simply cannot be protected. The shadow Treasurer had a very interesting argument 
about the legal fallibility of the manner and form provisions. I do not need to go there, because there is an even 
more basic problem. Future governments will borrow against this fund and they cannot be stopped from doing 
so. Governments are measured on net debt; net debt is the big metric. The future fund will simply be a positive 
financial asset to be set against gross debt to give the net debt figure. Whatever level of gross debt a future 
government wants, it will have, and the future fund will simply be one more item in the calculation of net debt. 
There is nothing in the Western Australian Future Fund Bill 2012 to stop a future government from borrowing as 
much as it wants and using the future fund as a small offset in the net debt calculation. 

I think this bill is a cruel con on a public that the government clearly thinks is gullible. The fund cannot be 
protected; it is not the guarantee for the future that the government’s legislation pretends it is. It is not good 
financial management, it will cost money and it will certainly confuse accountability. In short, I do not regard 
this future fund as an investment in the future at all; I regard it as an investment in the politics of the next 
election. 

MR J.H.D. DAY (Kalamunda — Minister for Planning) [8.40 pm]: I will be fairly brief but I wish to place on 
record my support for the Western Australian Future Fund Bill 2012. That is not really surprising; given that I 
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am a member of government and a member of cabinet, most members would expect that I would support 
government legislation, but I also strongly support this legislation from a personal point of view. I refer back to 
speeches I made on this general issue in 2007 and 2008. As was referred to by the member for Victoria Park, I 
introduced a private member’s bill in 2007, the Western Australian Resources Heritage Fund Bill, for exactly the 
same purpose as this bill—to establish a fund for the future from proceeds derived from non-renewable and finite 
resources in Western Australia. I ultimately gained the support of the then opposition to introduce the bill 
following a visit to the Pilbara in August 2005; the member for South Perth was with me at the time. It was a 
general familiarisation visit and, for the member for South Perth, his first visit as a member of Parliament to that 
region. For me it was a return visit, but an important visit when in opposition. It was very clear at the time, and is 
still very clearly the case, that there was an enormous amount of growth underway, particularly in the iron ore 
industry, and also in the liquefied natural gas industry. Walking around towns such as Tom Price, Port Hedland, 
Karratha and Dampier, it was very evident, visually and in other ways, that enormous growth was occurring. 
During that visit I came to the conclusion that we needed to do more to put something aside for the long term, 
based on the fact that the state is gaining a large amount of revenue—in relative terms, compared with the past—
from finite and non-renewable resources. In essence, we needed to establish a superannuation fund for the state 
so that there would be some income available for future generations in the long term as a result of the wealth that 
is being extracted from these non-renewable resources that we are fortunate to have. 

It is also worth pointing out that other jurisdictions with similar economies where the resources sector is very 
dominant have in the past established similar funds. As I pointed out in 2007 and 2008, an example is the 
Alberta Heritage Savings Trust Fund, which was established in the early 1980s for the purpose of ensuring that 
there is some revenue available to residents of Alberta in the long term from the significant amount of revenue 
being generated from the oil industry in that province of Canada. I quote from the mission statement of the 
Alberta Heritage Savings Trust Fund that appears on its website — 

The mission of the Heritage Fund is to provide prudent stewardship of the savings from Alberta’s non-
renewable resources by providing the greatest financial returns on those savings for current and future 
generations of Albertans. 

That is the sort of thing we need to do in Western Australia. 

Another example comes from Alaska. Back in the 1970s, Alaskans wished to better safeguard the robust income 
forthcoming from the oil pipeline that was being constructed at the time, but the state constitution did not allow 
for dedicated funds, so Alaskans voted in 1976 to amend the constitution to put at least 25 per cent of the oil 
money into a dedicated fund, known as the Permanent Fund. This would save money for future generations, 
which would no longer have oil as a source of income. The current value of the Alaska Permanent Fund is 
approximately $US42 billion. I should have mentioned that the Albertan fund has a current value of 
approximately $16 billion Canadian.  

The largest example of such a fund that I am aware of—I have not studied those that exist in the Middle East, 
which would also be instructive—is in Norway — 

Mr M.P. Whitely: What’s their level of net debt? 

Mr J.H.D. DAY: I will come back to that. 

A fund that is now of very large size was established in Norway in 1990; it is now known as the Government 
Pension Fund Global. It was established as a fiscal policy tool to underpin long-term considerations in the 
phasing-in of petroleum revenues into the Norwegian economy. That fund now has a value of approximately 
$US550 billion. It is a very large fund that will obviously provide for the residents of that country, probably on a 
permanent basis, into the future. 

Mr M.P. Whitely: I bet they don’t have any net debt. 

Mr J.H.D. DAY: The issue of debt has been debated and the member for Victoria Park certainly made some 
valid points, as did the member for Belmont and other members, but the reality is that if this $1 billion that is 
being used as the initial capital for the Western Australian Future Fund were not being locked away as the 
government proposes it should be, it would be spent in one form or another, so it is a form of forced savings that 
would simply not otherwise be put aside for such a purpose if this sort of action were not being taken. Indeed, 
the opposition has made it very clear that it would like to spend it. Certainly, as a minister with responsibility for 
three portfolios, I would have no difficulty in allocating the money to no doubt very worthy projects within each 
of my three portfolios. But I also recognise that we need to do something to protect some of the income that we 
are receiving, in the long term, for future generations. As I said, if it were not being put into a fund like this, the 
reality is that it would be spent in one form or another and would simply not be available for the future. 
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In reality, this is a debate about whether we think about the long-term future needs of the state or whether we 
focus on much more short-term needs. That is the essential difference between the two sides of Parliament in this 
debate. The opposition is focusing on short-term needs, and there are plenty of those; there is no question about 
that. But a lot of those are being addressed with the very large infrastructure investment program that the 
government has underway; other members can outline all the aspects of that. The approach of the Liberal–
National government is that we are considering the long-term needs of the state and taking a step forward in 
relation to meeting the responsibilities we have to future generations. This is a fairly modest start; I would 
certainly like to see the fund grow to a much larger size over a period of time. But it is certainly a very important 
start and we need to start somewhere and that is the action that the government is taking. This is important 
legislation not only because of the quantum of funds being put aside, but also, and probably more importantly, 
because of the principle that is being established as a result of this decision to lock away some of the funds that 
we receive from royalties from non-renewable and finite resources. Not to take such action is, in my view, an 
abrogation of our responsibility to future generations of people in Western Australia.  

MR M.P. WHITELY (Bassendean) [8.50 pm]: I know that the member for Kalamunda does not believe a word 
of what he just said. 

Mr J.H.D. Day: I certainly do! 
Mr M.P. WHITELY: The member for Kalamunda is an intelligent man; he is a dentist. I am an accountant by 
training and the member is a dentist by his form of training, which are both very conservative professions. I am 
sure that the member understands that borrowing to save is a nonsense; it is an accounting trick. How can the 
member for Kalamunda talk about being concerned about future generations when he is part of a government 
that inherited a debt level of about $3.6 billion that is going to blow out to $18.6 billion at the end of its first 
term? That is a roughly 400 per cent blow-out in debt. Therefore, how can the member talk about it being 
responsible to put aside a pittance that is financed through borrowing as being fiscal conservatism?  

I am actually a true fiscal conservative. I find the idea of a future fund very appealing. When the government is a 
net lender, when it is a net saver, the idea of putting aside money for future generations is very appealing. It 
would be particularly appealing to do so in boom conditions when there is a real danger that government 
spending on infrastructure could crowd out private sector investment. But those circumstances are not the case in 
Western Australia at the moment; we have a massive level of debt and massive growth in debt. Although the 
level of debt is of concern, what is of real concern is the rate at which debt is growing. Therefore, for the 
government to put some money aside that is financed effectively through borrowing and then say that it is some 
sort of fiscal conservative and to claim the moral high ground on financial responsibility is a smoke-and-mirrors 
trick that is so patently obvious to anybody that the government will not get away with it. The government is 
basically relying on the public of Western Australia to be moronic—to accept that saving a little, financed 
through borrowing, when the government has a massive growing level of debt, is fiscal conservatism and 
responsible financial management. The public is not that stupid; they will see straight through this, particularly 
when the salesman is the member for Vasse. The public will see straight through this. I think that there is not a 
scintilla of fiscal conservatism on the other side. The true fiscal conservatives are in fact on this side of the 
chamber. I am, as I said, by nature a fiscal conservative and it comes out of my time working as an accountant in 
Perth in the late 1980s when I saw some horrible things that people used to do with other people’s money and 
some horrible accounting tricks pulled. I am a great fan of simple honest accounting procedures. Nothing could 
be more dishonest than borrowing to save; it is an accounting trick, it is smoke and mirrors, and no good can 
come of it. It complicates the accounting reporting, and no-one will fall for it in the long term.  

As I said, I am a great supporter of a future fund for economies and governments that are net savers. The 
member for Kalamunda referred to Norway. I think he also made reference to some oil-rich Arab countries 
having future funds. I think earlier someone mentioned that Singapore has a future fund. I have not done any 
research, but what strikes me as obvious is that all those countries are net savers, so they have a choice: do they 
spend or do they save? These countries ask themselves, “Do we spend that money now or do we put something 
aside so there’s less of a tax burden on future generations?” That is quite a different choice from what we face. 
We face the choice of whether we pay down debt. Do we try to keep down that spiralling level of debt that has 
gone from $3.6 billion when this government came into office to $18.6 billion? That is the bigger picture that 
people in Western Australia will understand on 9 March next year. That is the bigger picture. 

Mr J.H.D. Day: They’re not mutually exclusive necessarily. 

Mr M.P. WHITELY: It is a nonsense! The only rationale, the only possible justification, that the government 
could use is if it earned a higher rate of return for equivalent risk from its savings as it did from its borrowings, 
and it cannot. It is a nonsense. I think a hypothesised five basis points advantage has been used as a rationale. 
The member for Balcatta explained to me that the logic behind it is that we borrow funds—because we have a 
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AAA rating, we get them at a slightly lower rate—and invest in Queensland government bonds that have a AA 
rating and we get a marginal benefit of a five basis points break, which equates to one-twentieth of a per cent. 
That is just going to be gobbled up in administrative fees. It is a reward for higher risk and it is entirely 
predicated on our current financial position. Things will change. If we are unfortunate enough to have another 
four years of Liberal government, we will not have a AAA credit rating; we will have a AA credit rating. The 
government cannot keep that 400 per cent rate of growth in debt and expect to keep the highest credit rating. 
Therefore, things could change. In fact, we may get a AA credit rating. Who knows? Queensland may go back to 
a AAA credit rating. If that happened, would we then have to look to somewhere else with a lower credit rating 
and say, as we need a higher rate of return, “We’re now going to invest in the Bolivian economy or the 
Tasmanian economy—some Third World condition like that”? Let us get real about this. Even if the government 
could get a five basis points—one-twentieth of a per cent—return, that will be gobbled up in administrative fees 
and it is a reward for risk. The government should not be taking a risk; it should protect our credit rating by 
keeping debt as low as possible. That is the responsible course of action and what the government should do 
because that safeguards the next generation.  

That argument about five basis points was not actually accepted by the former Treasurer. I do not know why the 
Premier just did not leave the former Treasurer, the member for Bateman, in place until the next election. If I 
was in the Premier’s place and I was annoyed with the former Treasurer because he came and told me that he is 
heading off to greener pastures and wants to go into federal politics, given that he was a talent and this 
government is bereft of talent, I would have punished him in quite a different way from the Premier. I would not 
have taken his ministerial responsibilities from him; I would have doubled them. I would have increased the 
former Treasurer’s workload and punished him and worked him into the dirt over the remaining months, because 
he is a man who understands. Although the member for Bateman has a different mindset from me, I respect his 
intellect and work ethic. The former Treasurer was asked in the estimates process by the member for Victoria 
Park about rates of return on borrowings and savings, and he gave an honest answer—twice. He twice gave an 
unambiguous honest answer that undermined the five basis points argument completely. I will quote from 
Hansard. On 30 May 2012, the member for Bateman in response to a question from the member for Victoria 
Park stated — 

I would be happy to acknowledge, as I properly should, that, generally speaking, over a long period 
more will be paid on debt than will be paid on invested moneys in the type of conservative investment 
portfolio that we are talking about here. 

He was saying that if the government is going to invest conservatively, it will earn less from its investment than 
it will pay on its borrowings. Therefore, the former Treasurer completely and utterly undermined the five basis 
points argument. Of course, the rider he put on it was “the type of conservative investment portfolio that we are 
talking about here”. Maybe that is not what the government will do. Maybe the member for Vasse, who tends to 
be a bit flashy, wants to go out and take a higher risk on return. The Premier stood tonight and said with perfect 
certainty that he knows what is going to happen with the Australian exchange rate. Maybe that is what the 
government is planning to do. It will gamble the future fund on the foreign exchange market because the Premier 
has perfect foresight. He said with absolute certainty—check tomorrow’s Hansard to see whether I am wrong—
that the Australian dollar is about to collapse. He said that it will stay level for a while and then collapse. Maybe 
the Premier will invest in the forex market by selling Australian dollars and buying them back—I think I have 
got that right. He will invest in the forex market and win on the exchange rate. Maybe that is the type of 
investment the government is talking about. Frankly, it cannot be done with a conservative investment strategy 
or with an equivalent risk-for-risk strategy. The member for Bateman acknowledged that in his answer. To prove 
that he was not misquoted or did not overlook it when the Hansard proofs came out, he went on to say — 

But I accept the fundamental point that the member is making; that is, between paying off debt to the 
tune of $1.1 billion and investing $1.1 billion, will there be a differential over 20 years and thereby a 
loss of some quantum between the interest being earned on the investment and the interest being paid 
on debt? I think the answer is that, yes, there likely will be. 

There it is. He acknowledged twice that the government would pay more in interest than it would earn in interest. 

Mr T.R. Buswell: Can you read that again? 

Mr M.P. WHITELY: Okay. The then Treasurer said — 

But I accept the fundamental point that the member is making; — 

He was talking about the member for Victoria Park — 
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that is, between paying off debt to the tune of $1.1 billion and investing $1.1 billion, will there be a 
differential over 20 years and thereby a loss of some quantum between the interest being earned on the 
investment and the interest being paid on debt? I think the answer is that, yes, there likely will be. 

That is unambiguous. 

Mr T.R. Buswell: That was prior to the advice from Treasury Corporation. 

Mr M.P. WHITELY: The five basis point advice that is based on two different levels of risk? It is not a 
conservative investment strategy. Five basis points—one-twentieth of a per cent—will be gobbled up in 
administrative charges. 

Mr T.R. Buswell: How do you know that? 

Mr M.P. WHITELY: It just will. It is nonsense to think that it will not. 

I agree with the former Treasurer. When it comes to matters of financial credibility, the former Treasurer, the 
member for Bateman, has significantly more credibility than the member for Vasse. The member for Vasse 
might have been the second-best option but he is so far back as the silver medallist that it is beyond dispute. The 
member for Bateman has said twice that he acknowledges that the rate of return on the moneys invested will be 
less than the cost of borrowing. Clearly, the member for Bateman is at odds with the strategy of the current 
Treasurer. I go back to the original statement when the member for Bateman said — 

I would be happy to acknowledge, as I properly should, that, generally speaking, over a long period 
more will be paid on debt than will be paid on invested moneys — 

This is the important point — 

in the type of conservative investment portfolio that we are talking about here. 

That is the case unless the difference between the member for Bateman and the member for Vasse is that the 
member for Vasse will not follow a conservative strategy. 
Mr T.R. Buswell: I am very conservative. 

Mr M.P. WHITELY: Is the money that is being borrowed and the money that is being invested based on an 
equivalent risk? Is the whole system based on the concept of equivalent risk? 

Mr T.R. Buswell: I am not sure; I am just checking. You would have this report from Treasury Corporation 
because you are well informed. 

Mr M.P. WHITELY: My understanding, based on a conversation I had with the member for Balcatta, is that 
the government borrows at a AAA rating and invests at a AA rating in things like Queensland government 
bonds. The government has a different risk portfolio. That is the only way to get a greater return on debt versus 
investment for the same level of risk. 

Mr T.R. Buswell: Unless you invest over different periods with different return profiles. 

Mr M.P. WHITELY: The member for Vasse is the Treasurer and should have his head around this. He should 
be saying, “Member for Bassendean, you have overlooked this. This is the rationale behind it.” The Treasurer is 
flicking through the papers trying to find the reason that he can get a differential rate of return. 

Mr T.R. Buswell: Perhaps that is a reflection on my value of your contribution. 

Mr M.P. WHITELY: Perhaps it is a reflection of how across the job the Treasurer is. He should know instantly. 
I am a backbencher soon to depart this place and the member for Vasse is the Treasurer of the state yet he cannot 
tell me the logic on which there is a differential rate of return. To make any sense at all, the whole system must 
be predicated on the concept that there is a differential rate of return—that the government can earn more on 
what it has invested than on what it has borrowed. 

Mr T.R. Buswell: I just pointed out that you can generate a different rate of return if — 

Mr M.P. WHITELY: But the Treasurer is looking through the papers now. That does not inspire me with 
confidence. I think that the Treasurer will give all the money to the Premier because the Premier claims to have 
perfect foresight on foreign exchange markets and the Australian dollar. He knows exactly what will happen. He 
told us that earlier. The member for Cockburn was not here when the Premier told us with absolute certainty 
what will happen to the value of the Australian dollar, which was interesting. Everyone should get their money, 
get onto the forex markets and follow the Premier’s advice because he knows what will happen with absolute 
certainty. I believe that the government will take the money it borrows and give it to the Premier to gamble on 
the forex markets. If it works—it will because the emperor has perfect insight—we will not have to pay any 
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taxes anymore because the Premier can just gamble everything we have on the forex markets. He knows 
everything about everything—especially the forex markets. He knows with absolute certainty that the Australian 
dollar will stay high for a while and then crash. He will give us a date; I am sure he is that confident. He might 
not give us a time — 
Mr F.M. Logan interjected. 

Mr M.P. WHITELY: The government will put the lot on the forex market. That is how we will do it. 

Mr T.R. Buswell: He is the L. Ron Hubbard. 

Mr M.P. WHITELY: That mob the Treasurer is on about has some funny views. Are they the ones who sniff 
chairs? No, that is not them; that is you! I always get them confused. That mob you go on about—what are they 
called? 

Mr T.R. Buswell: The ones who paid for your trip to America? 

Mr M.P. WHITELY: They are the chair sniffers, are they not? 

Mr T.R. Buswell: The one who gave you the signed Tom Cruise poster. 

The SPEAKER: Order! This is the Western Australian Future Fund Bill 2012. I presume that is what the 
member is talking to. 
Mr M.P. WHITELY: Indeed I am, but I just got confused because the member for Vasse, who has a keen 
interest in that organisation, perhaps because he shares similar values—I might check to see if they do that sort 
of thing — 
Mr T.R. Buswell: They never paid for my trips. 

Mr M.P. WHITELY: And I never got in the back seat of the car in the car park with Noel Crichton-Browne to 
talk about what I might be doing tomorrow. 

Mr I.C. Blayney: You never got asked. 

Mr M.P. WHITELY: No, I never got asked to get in the back seat with Noel Crichton-Browne. Did the member 
for Geraldton get asked? 

The SPEAKER: Order, members! It is that time of the night; I appreciate that. Some people here would like to 
advance the Western Australian Future Fund Bill 2012 in a different way. I will give you the opportunity, 
member for Bassendean, to return to the substance of the bill, not other extraneous matters that you may think 
are relevant. I ask you to return to the substance of the bill. 

Mr M.P. WHITELY: I certainly will return to the substance of the bill, but if we are to have inane interjections 
from the member for Vasse, he will get as good as he gives. 

Mr T.R. Buswell: Really? 

Mr M.P. WHITELY: I have plenty of ammunition. There are things that I have not told about that story yet, 
fella, and I can do it any time the Treasurer wants. We can talk about the true motivations for the member’s 
actions that day and the reason he did it if that is what he wants to talk about. Otherwise I will talk about the bill 
before the house. If that is what the Treasurer wants me to talk about, that is what I will talk about. 

[Member’s time extended.] 

Mr M.P. WHITELY: There we have it. The former Treasurer acknowledged that the government pays more 
interest on the money it borrows over the long term with a conservative investment profile than is earned on 
money that is invested. All this time the member for Vasse, the Treasurer, has been searching the papers to find 
some justification for the differential. I find that astonishing, given that the whole motivation for this approach 
can only be, if it is a sensible approach, that there is a positive differential in the rate of return on investments 
being greater than the cost of borrowings. Yet the Treasurer could not do it; all the Treasurer could do was make 
some inane interjections.  

As I said earlier, the member for Bateman is a great loss to this government. If I were the Premier I would have 
driven him hard to the next election and even expanded his portfolio, and then we could have had a fiscal 
conservative looking after the budget. I suspect one of the reasons he went was that he wanted to go. He could 
see the writing on the wall and he realised that if he had to stay in the job, he would have been the Treasurer who 
presided over a 400 per cent increase in state debt. That goes against his very core; he is a fiscal conservative 
who genuinely believes in small government, and he has seen a massive expansion in state debt. Why would the 
member for Bateman want his career ruined before he even got to Canberra? Why would he want the reputation 
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as being a reckless financial manager before he even got to Canberra? He probably realised that this government 
and its reckless out-of-control spending was going to cruel his chances of becoming a senior minister in any 
future Abbott government—God help us!  

I think this is indicative of the approach taken by this government. The stadium is a classic canal-type issue. The 
idea is that the stadium has to be built because a vision has come to the Premier! The government is going to 
build it on a golf course that is built on a rubbish dump that is built on a swamp, and it is not going to do any 
proper geotechnical work to determine what the true cost of the stadium will be. The government will override a 
previous process—the due processes that a past government went through. It is okay sometimes for governments 
to come in, if they have a sensible, rational reason, have done the research and know the costings, to change 
direction. I remember people criticising us when we came into government in 2001 because Alannah 
MacTiernan and Geoff Gallop determined that the rail line should go straight to Mandurah—rather than via 
south Kalgoorlie—rather than going along the Armadale line, turning right at Thornlie and going through to 
Canning Vale. We thought it made a lot more sense and we would have a lot more patronage if there were a 48-
minute train journey rather than a journey that would last over an hour. There was a good, sensible approach to 
that decision, and there were good, reasonable costings done. Alannah MacTiernan, a brilliant minister, and 
Geoff Gallop, a brilliant Premier, delivered on that rail line.  
I think I have been usurped by the front page of The West. They are all off! I should not have drawn attention to 
the front page of The West; I have lost my audience. I am going to lose it permanently soon; they are already 
running out. What are they doing to me? It is the “Enemy Within”.  

Ms L.L. Baker: I am listening!  

Mr M.P. WHITELY: There have been torpedoes launched! I will not go on about that; I will let them read it.  

The stadium is emblematic of what is wrong with this government. The Premier is an intelligent man; there is no 
question about that. He has the capacity to understand complex issues, but then he forgets all about them. But he 
is also an incredibly arrogant man, and he thinks that the fundamental rules of responsible financial management 
do not apply to him, hence we had promises to build canals leading up to the 2005 election, which were 
uncosted. I remember the day that announcement was made. There was a debate between the then Premier Geoff 
Gallop and the then Leader of the Opposition, the current Premier. During that debate Mr Barnett came out and 
said that he was going to build a canal from the Kimberley to Perth. In fact, at the time the bookies had the 
Liberals as favourites in the election and I thought, “Oh, my God, we’re gone!” I thought that the next day we 
would have Peter Costello coming out and saying that the Howard government would tip in X billion dollars to 
fund this nation-building project. In fact, Peter Costello came out and torpedoed their election chances when he 
said, “To do that you would need to do an engineering feasibility study and a costing study.” He certainly was 
not going ahead and committing himself to a reckless proposal like that without having done all this work. That 
completely torpedoed the member for Cottesloe’s first pitch at becoming the Premier. If he had kept his mouth 
shut at that stage and not come up with this grandiose uncosted scheme, he might have been the Premier in 2005. 
But he did not, and the rest is history. It is emblematic of the problem that is dragging this government and state 
down. We are actually in a solid financial position because we are resource rich and because we had seven and a 
half years of responsible financial management that left the state’s finances in a very good state. It takes a while 
to destroy the brand. Frankly, if there is a change of government in 2013, the damage is reparable. But it will not 
be reparable if we have another four years of reckless government; it will not be reparable at the end of that time. 
I really think that, logically, first-term governments tend not to lose, but there is a really simple message to get 
out in the community, which is about the bigger picture of the Barnett government; that is, bigger rates and 
charges, bigger spending and bigger debt. The Barnett government has $3.6 billion in debt moving up to 
$18.6 billion in debt in one term in government, on the back of massive increases in fees and charges. People 
might understand the argument that the previous government was irresponsible because it did not put up rates 
and charges such as electricity charges if we had run massive budget deficits and had galloping debt. But we did 
not; we ran eight budget surpluses in a row and debt was under control. This government has pulled off the 
reverse two-card trick. 

Several members interjected.  

The SPEAKER: Member for Southern River, I formally call you to order for the first time today. Member for 
Cockburn, I will refer to the record.  
Mr F.M. Logan: Zero!  

The SPEAKER: Plus one! I call you to order for the first time today. I do not want you to miss out, member for 
Cockburn.  
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Mr M.P. WHITELY: I notice my crowd has thinned. The member for Hillarys has torpedoed my audience. As I 
was saying, it is not going to be hard for the people of Western Australia to understand the fundamental message 
in the bigger picture. The bigger picture in Western Australia at the moment is bigger rates and charges and 
bigger debt. People might say that they are going to reward this government for being responsible financial 
managers and for decreasing debt, and they might tolerate higher fees and charges. However, they are not going 
to tolerate higher fees and charges such as a 57 per cent increase in the cost of electricity, or whatever the figure 
is, and massive increases in water charges, as well as a massive increase in debt. They are just not going to 
tolerate it. They are going to concentrate over the coming six months on these core issues. The government is 
going to be accountable in a way it has not been accountable so far. Things tighten in the lead-up to an election. 
The government will have to stand on its record, which is not a proud record. It is record of massive increases in 
fees and charges and a massive increase in debt. It is a record of irresponsible financial management. Frankly, 
people are not going to be seduced by a smoke-and-mirrors trick and by the government saying it has a future 
fund so it is a responsible manager, when all it has done is borrow at what the member for Bateman, the former 
Treasurer, acknowledges will be a higher interest rate to invest at a lower interest rate. God help us if the 
government is going to achieve a higher interest rate on what it invests in, because the only way it can do that is 
by taking on increased risk. The relationship between risk and return is that the higher the rate of risk, the greater 
the return. In the long term, the 20-year time frame that we are talking about, any little temporary short-term 
glitches or aberrations to that rule will be overrun. In the long term, as the member for Bateman says, the 
government will pay more for what it borrows than what it will receive on what it invests. It is a slick trick. It got 
the government a day of good headlines, but it will give the government a bunch of grief now. The government 
really should not have invited debate on levels of debt. When it has let state debt grow from $3.6 billion to $18.6 
billion, one would expect that the last thing the government would want to do is draw attention to its level of 
debt. But by having this debate and setting up this smoke-and-mirrors trick, the government has invited people to 
analyse its debt performance. People will not be impressed, particularly when they are suffering from increases 
in fees and charges. 

The member for West Swan made a good analogy. She said people will understand this because they understand 
that the interest rates that we pay on our mortgages are higher than the interest we are paid on our term deposits. 
It is not much more complex than that. People also understand that the administration of these sorts of funds also 
involves costs. From this we get two messages about this government. Firstly, we are sent a message about what 
this government thinks about the public of Western Australia. The government thinks that the public of Western 
Australia is gullible and that it will fall for this two-card trick. People get that the message that future funds are 
good when the government is a net saver. People understand that it is sensible to put things away, but they also 
understand it is not sensible to borrow to invest in a term deposit. This government thinks that people are gullible.  

The other thing we heard tonight—it was reinforced when the Premier talked about his perfect knowledge of the 
forex market and of what will happen to the value of the Australian dollar—is that the government thinks that the 
public are gullible and that the Premier is infallible. Those two things will be the undoing of this government, 
because people are not stupid and this is not a complex issue. That is a message that will be very easy for Labor 
to sell. It will be very easy for the Leader of the Opposition to sell that message in the lead-up to this next 
election. People will understand that this government thinks they are gullible, and they are starting to understand 
that this Premier thinks he is infallible. The Barnett government will be a one-term government.  
MS L.L. BAKER (Maylands) [9.22 pm]: My perspective on the Western Australian Future Fund Bill 2012 will 
obviously be different from those of some of the speakers we have heard tonight. I am constantly amazed by the 
level of understanding that people such as the shadow Treasurer, the member for Victoria Park, have about the 
Australian Constitution and all things complex and involved around the way our nation is set up to function. The 
member for Victoria Park is impressive when he is on his feet.  

I had to ask one of my colleagues what the Premier’s interest is in the beer market, but I have been informed that 
forex is an abbreviation of foreign exchange and not a reference to the Queensland brand of beer! I am feeling 
much more informed about macroeconomic policy now, but my interest is more in microeconomic policy. When 
I think of the future of a country, the future of Western Australia and the future of families in Western Australia, 
I think about the pressures being brought to bear on them at the moment. I want to speak in particular about the 
committee I have sat on for the last four years while I have been in this place. The Education and Health 
Standing Committee has written a number of reports. I will refer to three of them tonight. These reports are about 
something I think even the Premier would argue concerns the future of this state—that is, the health and 
wellbeing of our children. I want to start with the second report my committee put together three years ago. The 
report is titled, “Healthy Child — Healthy State: Improving Western Australia’s Child Health Screening 
Programs” and looks at the funding that has been provided for screening programs in child health services. We 
conducted an inquiry to assess the adequacy and the availability of the screening programs and the access to 
appropriate services to address issues that were identified in screening processes. The committee took a great 
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deal of evidence from many parents and practitioners in child and community health services. I am sad to say 
that the recommendations that we made three years ago have been repeated in two subsequent reports, yet the 
government has still not acted on them.  

In looking at a future fund and the children of our state, we need to start with the very first recommendations the 
committee made three years ago and ask why this government has failed to address staffing shortages in child 
health areas. In fact, when this second report was done in 2009, the estimate was that 366 full-time equivalent 
jobs were missing from the child and community health services in this state. That was three years ago and I 
have not seen any current figures to show things are much better for the children in our state. The urgent need for 
staff back then has grown even more over the past three years through large increases in demand due to the 
growing number of births in Western Australia—there are about 4 000 extra births a year—and the increase in 
families migrating to our state because of the mining boom. Lots more people are coming and lots of families 
and children need services in our state. Of course, that puts the most pressure on our rural population in our 
regions and, in particular, in the Pilbara and in Perth’s outer metropolitan suburbs.  

Although the WA school population has increased substantially over the past 15 years, no additional school 
nurses have been employed by the state government. That goes for the Labor side of politics as well as the 
Liberal side. The average age of community health nurses is increasing. In 2006 the average age was 54 years, 
with 91 per cent over the age of 40 years. The Department of Health has confirmed that there will be a 
10 per cent shortfall of general nurses and midwives by 2015–16.  

The primary issue identified in submissions was the long initial waiting list for children to have an assessment to 
see how they are growing and developing. Following assessments and identifications of healthcare problems, 
there were very long waits for children to be referred for treatment. School staff we interviewed and who 
presented evidence to our committee confirmed that the waiting list for some conditions could be up to 
18 months. They also reported that it takes nine months to get an initial assessment, and that when a course of 
therapy is recommended it can take another six months before anything happens. It was reported that in some 
cases an 18-month wait for treatment could mean a child becomes ineligible for service because they then 
become too old for the target group. Some children not only do not have an initial assessment to identify 
problems, but have to wait so long that they fall out of the target group age range and fail to get treatment.  
It is very clear that additional funding is immediately required for screening in the areas of hearing, vision, 
speech and motor skills. One of the key things the committee found was that universal neonatal hearing 
screening tests must be undertaken. Indeed, they are undertaken in all other Australian jurisdictions except ours. 
That is done as an investment in the future of these children and these families. It saves a massive amount of 
money down the line; if we catch the problems early we can treat kids early and have very good results and a 
very good chance of making a difference to their lives. The adoption of three-year-old vision screening tests and 
collaboration between multidisciplinary government and non-government initiatives to service the vision needs 
of children in rural and remote areas is also something in which we are sadly lacking in this state. When we talk 
about the future of children in Western Australia and a future fund, I think additional funding needs to be spent 
on staff and services to assist children in these areas of need. 
The other evidence that was presented to us related to the need for community migrant health nurses who can 
deal with refugees coming into our country. There are specific issues around torture and trauma counselling for 
children in our schools that require urgent attention and more funding. The sleeping giant—the one that we do 
not even have a diagnostic tool for yet—is foetal alcohol spectrum disorder, which is a massive problem in this 
state. We are awaiting the release of a major piece of national research into the incidence of FASD. How can we 
talk about borrowing money to put into a future fund when we do not even know about one of the biggest and 
preventable causes of significant delays in our children; that is, in FASD? How can we stash money somewhere 
else when we are not looking at the needs of children? I just do not get it. I do not care how many economic 
arguments are put forward, those children need the money spent on them.  
I move to the next report, which was produced some 18 months later, optimistically called “Invest Now or Pay 
Later: Securing the Future for WA’s Children”. In January 2010, 6 405 children in the metropolitan area were 
waiting for child development services—with waiting times growing. Again, it was not just the number over 
those 18 months; that number is growing. It takes longer to get our children the help they need. Many children 
were not given the support that they needed when they were growing up. My involvement in this area started 
four years ago. Children who were babies then are now out of the target range. We have missed the chance to 
intervene in their lives. They are growing up now and they may never reach their full potential. Why? It is 
because we have a government that refused to invest in the child services that they required to get them back 
onto a path of healthy development. That is the kind of record that I would not be proud of. I would certainly not 
be proud of that record as a government.  
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The Department of Health and the Minister for Health have described community health nurses, school nurses 
and child development staff as front-line services. They have said that budget cuts will not affect front-line 
services. In the reports and the evidence that we collected, even as well intentioned as those statements might be, 
it is not true, it is not the reality, and it is not what is happening. The Department of Health admitted to us in its 
evidence that it has achieved budgetary savings in community child health services by not backfilling front-line 
positions when staff are on annual leave, on maternity leave or on reduced work hours. In 2009, 22 positions 
were not backfilled for varying amounts of time—from two weeks to 12 months. We were also informed in 
evidence to our committee that 12 FTE front-line positions that were created to deal with transitions to a single 
child development service and to decrease waiting lists were also not renewed, even though waiting lists had 
grown. Where is the future in this? This is not a strategy that I would be proud of. By the Department of Health’s 
own admission, budget cuts had an impact on front-line services, resulting in increased waiting times, again, and 
loss of continuity of care, amongst other things.  

Conflicting information was given to us about cuts to community health services. I will detail that. In September 
2009, the Minister for Health indicated that there had been an increase of $900 000 to the community child 
health budget in the first year of this government—2008–09—and then to 2010–11. Subsequent to that, the 
minister indicated that there had been an increase of more than $1.5 million for that same period. It went up. 
However, that information conflicts with the evidence provided to my committee by the Department of Health 
back in February 2010. The department stated that community child health had achieved savings of $560 000 
and a reduction of five FTEs back in 2008–09. It projected savings of $1.75 million and a further reduction of 
22.5 FTEs for 2009–10. I do not get it. I do not get how we can receive conflicting bits of information about the 
same services—one from the people who are delivering it, whom, I assume, given that I have worked in many of 
these areas, know what is going on, compared to what ministers are told and report to this house. There is a 
major disparity in where the truth lies.  

We heard of terrible strains on whole families when a child needs support. That support is not accessible to many 
families unless they can afford to pay for the services privately. But private health services are not cheap so 
families will go without and try to make ends meet while ensuring that their child receives the therapy they 
require. We heard from parents who had been divorced as a result of having to cope with some dreadful 
problems in the home with children who were originally diagnosed, but access to specialist services was so 
sparse and the waiting lists so long that their children had no hope of growing out of or through their disability. It 
was truly tragic listening to their stories. I certainly had a great deal of admiration for their strength and 
determination because they truly have to deal with what seems like insurmountable problems with their children 
while trying to keep their families surviving from day to day, effectively.  

What is the future for children and adults who are not admitted to hospitals for conditions that could have been 
avoided if there were adequate health care services in the community? Just for interest, our committee estimated 
that avoidable hospital admissions in this area could be costing the state’s health service up to $60.6 million a 
year. That was the second report, and, ever optimistic, we continued to the thirteenth report. We did quite a bit of 
work. 
Mr P. Abetz: Is this our report?  

Ms L.L. BAKER: Yes; these are all our reports. I acknowledge the member for Southern River because he was 
part of this committee. It is worthwhile referring to these reports in the context of the future and the 
commitments that really need to be made in this state. Those commitments are to child health and child 
development—in particular in the first three years of a child’s life. The thirteenth report that we dealt with—
perhaps we are losing a bit of optimism now because this report has a fairly unlucky number—states that child 
health nurses are the mechanism by which infants and children and families in need are identified. Without a 
child health nurse’s ongoing engagement with families and community, infants and children may have no 
contact with a health professional able to identify developmental problems until they reach the school system. As 
one principal reported to us, metaphorically, most children can run a 100-metre race to be ready to start school 
but other children have to run 140 metres. They start at a disadvantage. It leaves them poorly equipped to cope 
with the challenges of education and less able to relate to other children.  

A number of reports that I have referred to have found that funding is inadequate and that families are suffering 
as a result. This report, which deals with universal health checks, states that there has been a 28 per cent increase 
in births between 2003 and 2010.  
[Member’s time extended.] 

Ms L.L. BAKER: The increase in the annual number of births is cumulative in terms of its impact on child 
health nurse workloads, as the system is supposed to carry out development assessments for the first three years 
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of a child’s life, yet despite the increased number of births, the ratio of full-time equivalent child health nurses to 
birth notifications has worsened over the last three years. As a representative of the child health nurses told my 
committee, child health nurses are very stretched to do anything too much over that first 12 months. She said that 
they have been cut down to the bone. The Auditor General went on to report what he found with universal child 
health checks. He stated — 

Many children are missing out on key health checks between birth and school entry. As a result, some 
developmental problems are not being detected and intervention is being delayed. This can have a 
significant impact on children’s development and school readiness. 

Further he stated — 

Only 30 per cent of 18 month olds and nine per cent of 3 year olds received checks in 2009–10. 

For Western Australia to achieve similar ratios of child health nurses to the number of births that exist in other 
states of Australia and in the UK, another 151 child health physicians would need to be created. The Premier, in 
his opening address to Parliament this year, acknowledged that there is no more important job than ensuring that 
every child, no matter what their circumstances, can achieve their potential. The critical years of learning are the 
early years. Certainly, all of the research that my committee has been involved in has demonstrated that to be 
true. Therefore, if we are going to invest money in the future of this state, rather than borrowing funds to lock 
away somewhere in the bank on a dodgy rate of return—from what I have heard my colleagues say tonight—I 
would prefer to see it invested in the children of the state, who are the future of our state.  

There are many other issues that come to mind when I talk about what this money would be better directed to. 
There is a 400 per cent increase in state debt and massive increases in fees and charges. I do not know how many 
members have had access to the Western Australian Council of Social Service’s latest research on the cost of 
living, but there were some initial reports in Sunday’s paper that showed that the increase in the cost of living 
has hit poor families, as it generally does, much more severely than higher income families. That is partly 
because the prices of the sorts of goods and services that higher income families would be purchasing have not 
increased as much as the cost of the services that lower income families would be purchasing. The WACOSS 
household model of course does not include white goods, cars and those kinds of things that the state’s cost-of-
living analysis tends to include. I think that WACOSS’s model is possibly more realistic given what many in our 
community are experiencing. For the whole of the Labor government’s term in office, we froze fees and charges, 
and I remember extremely well that in my role as CEO of WACOSS being — 
Mr T.R. Buswell: It was some fees and charges. 

Ms L.L. BAKER: Yes—some fees and charges. This government has now increased transport charges and a 
whole range of other charges. I do not think it matters too much which ones, but the thing that matters is that 
those have increased and we see people no longer being able to cope. They have been suffering already with 
electricity price increases, with water and with gas price increases, and the additional burden of the increase in 
fees and charges is sending people over the edge. That is basically what the WACOSS cost-of-living research 
showed about last year.  

I have talked about the need to invest in the future of our state by investing in the children of our state. There are 
a couple of other things I think government could have done well to invest in rather than thinking about storing 
away dollars that it is borrowing, and increasing debt by 400 per cent. I noticed that on the weekend we lost 
another young woman in a quad bike accident. Members would remember that I have spoken many times about 
the need for this government to pick up the recommendations of the state trail bike strategy “Back on Track”. I 
know most members in the house agree with me on this point, yet still we see nothing except six deaths by my 
calculations—I stopped counting at six deaths—since this government has been in power. That is a very sad 
record. It is certainly something that I would not be very proud of if I was in the government’s place. This 
government has not invested in the future of children and it has not invested in the recreation and sport of our 
children. We are seeing more children damaged and admitted to hospital with acute and chronic injuries because 
they do not have safe places to practice their chosen sports—in this case the riding of trail bikes. 
Finally, there is the issue of the safety of children, and I would note that whilst I have had this role working with 
my community, I have had the opportunity to look into two specific areas in relation to schools. The first is the 
need to have crosswalk attendants. The previous police minister was in fact very supportive and managed to 
continue the program of crosswalk attendants at schools, which was able to ensure at least some safety to schools 
that are on major public roads—on Guildford Road and Grand Promenade, for instance. Those are places where 
money invested has a direct payoff rather than the borrowing of money to put in a bank account somewhere, 
which does not get as much interest back on it as it would had it been invested into the kinds of things I have 
mentioned. I mention another issue that I have been able to successfully negotiate with government, even though 
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I am sure the government might have a different view about this. After writing not one, not two, but three letters 
in support of parents and citizens associations, and parents and friends associations in my electorate, we now 
have 40 kilometre-an-hour LED signs outside the schools on busy roads. I am very, very proud of that. I worked 
very hard with the P&Cs to get those, and I note that the minister has just announced that the last two of the four 
allocated are being installed. For that I am very grateful, but not half as grateful as are the parents of those 
children.  

In conclusion, my contribution to this debate has been not to look at the macroeconomic policy. Although I 
know that generally speaking this is a debate to which those members who excel in macroeconomics might want 
to make a contribution, my contribution is not on the macroeconomic front, it is on the social capital front and 
the microeconomic front. I think it is equally important to be looking at the future investments we make as a 
community and as a society, and that the government makes, in the future to the families and children in our 
state. 

MR F.M. LOGAN (Cockburn) [9.48 pm]: I find it quite strange to stand in this place tonight to discuss this 
Western Australian Future Fund Bill 2012 that sets out the details for the Western Australian Future Fund given 
the fact that it is not really a future fund. Clause 5(4) of the bill sets out quite clearly what the Treasurer is 
proposing tonight under the nomenclature of future fund. It states — 

Money standing to the credit of the Future Fund is to be held in the Public Bank Account as defined in 
the Financial Management Act 2006 section 3 … 

So, effectively, it is a public bank account within Treasury; that is simply all it is. It will be called a future fund 
for accounting purposes. As of 1 July next year, $297.7 million from the royalties for regions fund will be 
transferred into the account titled the future fund. It is not, unfortunately for Western Australia, a sovereign 
wealth fund. It is being sold to the general public as though it is, and members can go to the explanation of the 
Western Australian future fund set out in the 2012–13 Budget Overview, which reads — 

Future generations of Western Australians will benefit from a redistribution of a portion of the State’s 
finite mineral resources and associated royalty revenue through the creation of the Western Australian 
Future Fund. 

It gives all the indications that this is a fund that will be similar to a sovereign wealth fund. In fact, the Minister 
for Planning stood in this place tonight and compared the future fund with those other sovereign wealth funds 
that exist around the world; in particular I believe he quoted the Norwegian pensions fund, which is the biggest 
sovereign wealth fund in the world. There is the Qatar sovereign fund and the Kuwait sovereign fund; many exist 
around the world. 

But what does a sovereign wealth fund do? The objectives of a sovereign wealth fund as set out by the Sovereign 
Wealth Fund Institute, and quoted by the member for Cannington, state —  

Common Sovereign Wealth Fund Objectives: 
• Protect & stabilize the budget and economy from excess volatility in revenues/exports 

• Diversify from non-renewable commodity exports 

• Earn greater returns than on foreign exchange reserves 
• Assist monetary authorities dissipate unwanted liquidity 

• Increase savings for future generations — 

That already occurs in Australia through the Superannuation Guarantee (Administration) Act, I might add; it 
does not need the assistance of this future fund here in WA. Other stated objectives are — 

• Fund social and economical development 

• Sustainable long term capital growth for target countries 

• Political strategy 

This future fund, as defined by the Western Australian Future Fund Bill 2012 and the Treasurer, does not fit any 
of these sovereign wealth fund objectives, bar one, the final one—political strategy. That is the only objective 
this fund meets when compared with a true sovereign wealth fund—political strategy. That is what this is all 
about.  

One of the reasons given ad nauseam by this side of the house tonight as to why we would not establish a future 
fund or even a sovereign wealth fund here in Western Australia is because debt levels are rising at the rate they 
are. We have heard already that net debt was $3.36 billion in 2008 when the conservative Liberal–National 
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government took office. It will be $18.6 billion by 1 July 2013—the very date this future fund will come into 
existence. As we have heard from the shadow Treasurer, the likelihood is that that net debt will continue to 
increase, reaching levels of $24.774 billion in the out years.  

Why would a government establish a future fund when its debt levels are rising at such a significant rate? Those 
other countries the Minister for Planning and I mentioned have real sovereign wealth funds; remember, this is 
not a sovereign wealth fund, this is simply a public bank account within Treasury. Other countries that have real 
sovereign wealth funds have no debt; they have massive surpluses from their commodities—mainly oil. In fact, 
the main reason for establishing a sovereign wealth fund in those countries is that they have no debt; they have 
massive surpluses, and those surpluses are generating, by way of their oil, revenue incomes. They need to do 
things with it, they need to plan for the future, and that is why they establish the sovereign wealth fund.  

In WA’s case, we not only do not have the type of surpluses of the countries to which I have referred, but also 
are accumulating debt at a massive, massive rate. For example, the net-debt-to-revenue ratio in the 2013–14 
financial year, as estimated in Treasury figures, is 82.07 per cent; 2013–14 is the very financial year in which a 
future fund is being established. Why would a government do that? It makes no sense whatsoever.  

According to the “Budget Overview”, that net-debt-to-revenue ratio improves in the out years, but that is based 
on a forward growth path for the economy in the out years based on 5.5 per cent in 2013–14, and declining to 
4.7 per cent in the year 2015–16. Given the decline in iron ore prices we have seen over the past two months, 
what does the Treasurer believe—I would like him to answer this either in his response to the second reading 
debate or in consideration in detail—the impact will be from the decline, which is a nearly 25 per cent drop in 
iron ore prices in the last two months, and possibly a continuing price of around about that; $80 to $90 a tonne? 

Mr T.R. Buswell: What is it today? 

Mr F.M. LOGAN: It is just over $90 a tonne. 

Mr T.R. Buswell: It is $105.  

Mr F.M. LOGAN: But the point is that even at $105 it has still dropped more than 20 per cent in the past 
two months.  

Mr T.R. Buswell: What was the budget forecast?  

Mr F.M. LOGAN: Tell me; I am going off these figures here.  

Mr T.R. Buswell: It was $120-something—$127 or $124.  

Mr F.M. LOGAN: Yes. That brings me back to the point I am asking the Treasurer to explain in response to the 
second reading debate: what will be the long-term impact of that declining iron ore price on the estimated 
income stream for the future fund? I am sure that the Treasurer does not hold with the existing growth figures set 
out in the 2012–13 budget estimates. 

Mr T.R. Buswell: Growth in terms of volumetric growth? 

Mr F.M. LOGAN: GSP going forward in the out years; I am sure the Treasurer does not hold with those 
figures, and I am sure that in looking at future demand occurring in China for coal and iron ore—primarily, for 
our case, iron ore demand—the Treasurer thinks there may well be a future decline in iron ore demand from 
Western Australia. That may well have an impact on the prices. That then has a corollary impact on the future 
fund and the returns from it. I would like to hear the Treasurer’s views on that because I think they are critical to 
the amount of money that will be in the future fund in 2031–32 and, of course, the interest that will be earned 
from that money in that public account, given that there is a direct nexus between the money in the fund and the 
resource prices that will be experienced between now and then. 

The growth figures quoted in the Treasurer’s second reading speech, the estimated figures for the income stream 
and the interest that will be earned by the fund, as stated in the 2012–13 Budget Overview, are just not real. 
When things were good prior to 1 July this year, the Treasurer may well have been justified in arguing those 
figures. However, there has been a dramatic economic turnaround since then and those figures are just not real. It 
behoves the Treasurer and the government to explain to the people of Western Australia exactly what the future 
may hold regarding the amount of money that will be in the future fund, the interest earned from it and the 
reasons for locking that amount of money away when debt levels are rising at the rate at which they are. How 
can the government possibly say that by 2031–32, the interest the fund may well be earning, based on the former 
Treasurer’s statistics in the budget papers—which, I put to members is subject to serious challenge—is about 
two per cent, yet the average weighted interest over 2006–11 from Treasury Corporation was 5.58 per cent? We 
do not know what it will be over the period that takes us up to 2031–32, but if we look at that five-year period, 
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the interest charged to corporations and institutions within government to borrow money was nearly six per cent, 
yet the future fund in Treasury will tie up money while supposedly earning interest at a rate of about two per 
cent. The former Treasurer acknowledged this dilemma. During the estimates hearings on 30 May 2012, after 
being questioned by the member for Victoria Park about the debt levels versus the interest being earned from a 
future fund, the then Treasurer said — 

I would be happy to acknowledge, as I properly should, that, generally speaking, over a long period 
more will be paid on debt than will be paid on invested moneys in the type of conservative investment 
portfolio that we are talking about here. 

The Treasurer’s predecessor openly acknowledges that the money being earned from this fund will be less than 
the interest being paid on the debt that this government will continue to accumulate. It is not a small amount of 
debt. As I indicated earlier, in the 2013–14 forward estimates the net-debt-to-revenue ratio is 82 per cent, and 
climbing.  
[Member’s time extended.] 

Mr F.M. LOGAN: The point I am making, and previous speakers have said this as well, is why on earth would 
the government establish a future fund—or a public account fund, which is really what it is—at a time when the 
debt is spiralling out of control? Why would it do that? Why would the government set up a fund when the 
interest being earned on that fund is nearly three per cent less than the cost of borrowing money for the general 
funding of government operations? Why would the government do that? No other country in the world that has a 
sovereign wealth fund does that. But, for some reason, we in Western Australia are smarter than that, and we are 
going to establish this future fund, supposedly for the benefit of future generations. It is a complete sham. From 
the very name of this future fund—which is really all it is; it is a public account in the Department of Treasury—
to the earning capacity and the benefit for future generations, it is nothing but smoke and mirrors. 
As I have indicated, this whole fund may well be undermined by the future iron ore price, which at this point in 
time is between 20 per cent and 25 per cent less than what it was two months ago. If future demand from Asia, 
and particularly China, continues to drop, we will probably find that the iron ore price follows that drop, and 
therefore the future fund and its income stream will be affected dramatically. I put it to the Treasurer and the 
government that there is a far cheaper way of extracting benefits from our resource industries for future 
generations than establishing this so-called future fund. The far cheaper way of doing that is to encourage 
resource companies to source their engineering and fabrication from Western Australia and create diversified, 
long-term industries here in Western Australia that will benefit Western Australians by providing jobs into the 
future. That will help grow the domestic economy and businesses in Western Australia. That is where the long-
term benefits can be gained from our resources. They cannot be gained by an accounting trick whereby we set up 
a public account fund and supposedly allocate cash to that fund over the next two decades. Why not do 
something real and pressure the resource companies to invest in downstream processing in Western Australia 
and invest in resourcing their engineering and fabrication from Western Australia? Just consider the number of 
jobs and the amount of investment and wealth and benefit that could be generated for future generations in 
Western Australia if we were to do that! Just think about it! 
The other form of investment that could be made—one that will be far cheaper than establishing what I believe is 
a fund that will shrink over the next two decades, when compared to the figures that have been given by the 
Treasurer—is investing in science, investing in research and investing in future alternative industries that may 
well be associated with the resource sector. We have already seen, from the encouragement given to the mining 
services industry in Western Australia, that we are highly competitive in the mining services sector, with 
somewhere in the region of 60 to 70 per cent of all mining software being written here in Western Australia and 
exported around the world. It is those types of industries and jobs that will benefit future generations; it is not 
creating a future fund that ties that money up never, ever—supposedly—to be touched until 2031–32, but using 
whatever surpluses we have to benefit future generations through investment in science and research and 
development here in Western Australia. That is a cheap and appropriate alternative to this future fund.  
Mr D.T. Redman: Biotechnology and agriculture?  

Mr F.M. LOGAN: As the minister said, biotechnology and agriculture research as well. It has been done in all 
of those industries very successfully in the past. In all of those industries in which we have a competitive 
advantage, we should be investing in associated and new industries that can grow out of existing primary 
industries such as mining and agriculture. That is what we should be doing.  

The future fund is a complete furphy. One of the hallmarks of this government’s general character and general 
behaviour is set out in clause 10 of this bill—the manner and form provision. Basically, according to the 
Treasurer, that clause will stop any future government from dipping into the fund and expending the fund for 
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anything other than the benefit of future generations as intended by the bill itself. That manner and form clause is 
a reflection of the behaviour of the Barnett government. It is arrogance personified, because effectively that 
clause is saying, “We know better than all future governments about how they should spend their money. We 
know better today than any future government.” If that is not arrogance, I do not know what is! It is a complete 
reflection of the behaviour of the Premier. It is a complete reflection of the behaviour and attitude of this 
government to the industries from which that money is being taken—the resource industries—and to the general 
participants and communities in our economy, many of whom are calling out for investment in infrastructure in 
their own suburbs and towns. This government is saying, “We know better than everyone what should be done 
with that money and we believe that money should be tied up till 2031–32; and just to be sure that you know we 
know what we are doing with it, we are going to stop you getting your grubby hands on that money for two 
decades, because that is how smart we are; that is how clever we are.” The government is saying that it knows 
better than not only the community and the current Parliament but also future Parliaments. The government 
knows better than they do. That is a hallmark of the arrogance of this government, this Treasurer and this 
Premier, and it will be a legacy that I hope we will continue to quote for many, many years to come—not just 
when this current government loses the election on 9 March next year, but following that election when a Labor 
government is in power. We will continue to remind the people of Western Australia of the legacy that this 
government left them. It was a legacy of arrogance, and the way in which we can highlight that arrogance is by 
referring to clause 10 in this bill, which says, “We know better than you do. We’re going to tie up your public 
money, your taxpayers’ money, so that future governments cannot get their hands on it.” I hope that the member 
for Victoria Park is exactly correct in his overview of the constitutional capacity of the Western Australian 
government to tie up that money, and I hope that a future Labor government will completely undo this 
outrageous provision, clause 10, of this bill. 

Debate adjourned, on motion by Dr K.D. Hames (Leader of the House). 
House adjourned at 10.16 pm 

__________ 
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