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Division 7:  Treasury and Finance, $1 524 005 000 - 
Mrs D.J. Guise, Chairman. 

Mr E.S. Ripper, Treasurer. 

Mr J.K. Tondut, Director, Procurement Reform. 

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

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

Mr T.M. Marney, Executive Director, Agency Resources. 

Mr M. Barnes, Acting Executive Director (Finance). 

Mr P. Rechichi, Assistant Director, Finance and Business Services. 

Mr M.J. BIRNEY:  Is the Acting Under Treasurer not here today? 

Mr E.S. RIPPER:  The Acting Under Treasurer is otherwise engaged presenting evidence to an upper house 
committee. 

Mr M.J. BIRNEY:  That is quite a disappointment.  We get only one opportunity a year to probe this budget 
and the Acting Under Treasurer is not here.  That is absolutely terrible. 

Mr E.S. RIPPER:  I will respond to that statement.  There are two houses of Parliament and, unfortunately, an 
upper house committee is today examining legislation for which the Acting Under Treasure has a particular 
responsibility.  Although the Acting Under Treasurer sought approval from that committee to defer his 
appointment with the committee so that he could attend the estimates committee, the upper house committee did 
not give him that approval.  Consequently, it is important for him to be there. 

Mr M.J. BIRNEY:  Is the committee dominated by the Labor Party? 

Several members interjected. 

The CHAIRMAN:  The Leader of the Opposition is well aware of the protocols of this Parliament.  That 
comment was unnecessary.  I ask the Leader of the Opposition to address himself to the question at hand. 

Several members interjected. 

Mr M.J. BIRNEY:  Is the member for Peel saying it is not true? 

Mr N.R. MARLBOROUGH:  The Leader of the Opposition should wake up to himself.  His juvenile 
behaviour will be his political downfall. 

The CHAIRMAN:  Order, members!  I am sure the Leader of the Opposition has a question he would like to 
address himself to. 

Mr E.S. RIPPER:  I have full confidence in the people who are here to represent Treasury. 

Mr M.J. BIRNEY:  I refer to revenue assessment and collection on page 149 of the Budget Statements and I 
draw the Treasurer’s attention also to mining royalties on page 118 of the Economic and Fiscal Outlook.  In 
2004-05 the government will collect $462 million in iron ore royalties, and the government has budgeted in 
2005-06 for an increase of up to $763 million from iron ore royalties.  The Treasurer is aware that about a week 
ago I asked the Minister for State Development a question, and he answered that he is effectively considering 
increasing iron ore royalties for some companies that are covered by state agreement acts.  Has that increase 
been factored into the 2005-06 year or for the out years, and, if so, how much has been factored in? 

Mr E.S. RIPPER:  We do not factor into budget estimates matters that are not settled.  State agreement acts can 
be changed only by the agreement of the participants who originally signed it, or their legitimate successors.  We 
do not unilaterally alter state agreements. 

Mr M.J. BIRNEY:  Is it the government’s view that the expansion of Rio Tinto and BHP Billiton Ltd would fall 
outside of the state agreement act? 

Mr E.S. RIPPER:  My understanding of the way in which these agreements work is that a range of matters are 
covered by state agreements, including approvals for expansions.  The government is engaging in discussions 
with various companies about a range of issues covered by their agreements.  The companies are seeking 
approval for certain matters and for certain other arrangements to be instituted.  The government has put its own 
matters on the table, as can be expected in any negotiations. 
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Mr M.J. BIRNEY:  Based on the Treasurer’s answer, in which he just said that a state agreement act cannot be 
changed without the agreement of the state agreement act holders, will the Treasurer give a guarantee that he will 
not increase the mining royalties applicable to Rio Tinto and BHP without their agreement? 

Mr N.R. MARLBOROUGH:  This is like kid’s hour, fair dinkum! 

Mr M.J. BIRNEY:  That is what he said. 

Mr N.R. MARLBOROUGH:  The Leader of the Opposition asked for an answer and he got an answer.  He 
then interpreted it in the way he wanted to interpret it. 

Mr M.J. BIRNEY:  Has the member for Peel ever wondered why he has never become anything during the 18 
years he has spent in politics? 

The CHAIRMAN:  The member for Peel and the Leader of the Opposition! 

Mr N.R. MARLBOROUGH:  What happened during the past three weeks that I have been away?  Does the 
Leader of the Opposition get all his advice from the bottom of a glass? 

The CHAIRMAN:  I call the member for Peel to order for the first time.  I am sure that the Treasurer is quite 
capable of answering the question himself. 

Mr E.S. RIPPER:  Let us put a few facts on the table.  Firstly, under a variety of state agreement acts, a royalty 
rate of 3.75 per cent applies to iron ore fines.  If a company does not have a state agreement and operates under 
the Mining Act, as new entrants to the industry will be required to operate, the relevant rate is 5.625 per cent.  
Some companies pay 3.75 per cent of royalty on iron ore fines and other companies will be 5.625 per cent.  
Members might want to reflect on whether that is the right way to handle competition in any industry.  Secondly, 
the coalition cabinet made a decision in 1995 to seek to remove the concessions on royalties from agreement acts 
as opportunities arose.  That was a decision made by our predecessors.  The current government was not aware 
of that decision until the Auditor General produced a report that criticised the Department of Industry and 
Resources for not having taken action to implement the coalition government’s 1995 decision.  A decision was 
made in 1995 and a critical Auditor General’s report says that these concessions should be removed.  It is 
legitimate for the government to raise with the companies whether the conditions that gave rise to the concession 
still apply or continue to be relevant.  The Leader of the Opposition has drawn attention to a fundamental matter: 
the government does not engage in the production of sovereign risk by unilaterally overriding state agreements. 

Mr M.J. BIRNEY:  Will the Treasurer confirm that the proposed expansion of Rio Tinto and BHP Billiton will 
be covered by the state agreement act and, therefore, any increase in royalties will require their approval? 

Mr E.S. RIPPER:  I will not take over the role of my colleague the Minister for State Development.  He is 
responsible for the negotiations.  It is difficult to talk about them publicly while they are proceeding.  I made it 
clear that no government in Western Australia - particularly this government - will unilaterally override a state 
agreement act. 

Mr M.J. BIRNEY:  In any case, has the government not factored the additional moneys into this budget for the 
out years? 

Mr E.S. RIPPER:  It would be imprudent of me to factor in additional royalties under state agreement acts 
when no agreement has been reached. 

Mr M.J. BIRNEY:  Is the Treasurer saying the government has not factored those royalties into the budget? 

Mr E.S. RIPPER:  It has not. 

Mr D.T. REDMAN:  I refer to the first dot point on page 138 of the Budget Statements that refers to the lower 
cost of energy and the greater choice offered to consumers.  Reference is made to gas and also to the vertical 
disaggregation of Western Power.  Presumably the government has done some economic modelling on 
producing lower costs for consumers.  As the Deputy Premier is aware, the National Party is concerned about 
whether that is the case.  Can the government table its economic modelling to support its claim that it will 
produce lower costs for consumers? 

Mr E.S. RIPPER:  The member takes me back to my previous role as Minister for Energy.  As the Treasurer, I 
have a role in economic reform also; therefore, it is appropriate for me to answer his question.  The electricity 
reform task force included reference to modelling.  As I recall, the relevant reports have been tabled in 
Parliament.  Although there is disagreement on this matter - I am particularly reluctant to provoke the member 
for Cottesloe - 

The CHAIRMAN:  He cannot be provoked these days.  It is the Toodyay air. 
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Mr M.J. BIRNEY:  It is the price of land. 

[10.00 am] 

Mr E.S. RIPPER:  I am missing the sport we used to have on this matter.  The object of the exercise is to 
achieve a more competitive electricity industry with lower real prices and a stimulus for economic growth.    

Mr M.P. WHITELY:  I refer to the fourth dot point on page 152 of the Budget Statements.  Will the Treasurer 
explain the function of the regional buying centres?   

Mr E.S. RIPPER:  In the past, individual agencies have done their own buying.  However, we believe a more 
professional procurement effort can be achieved with more amalgamated buying by agencies.  The outcome of 
that belief is regional buying centres.  In the original procurement reform, they were centres of procurement 
expertise; they are now called regional buying centres.  Instead of having individual agencies in the towns doing 
the procurement, the object of the exercise is to bring the procurement specialists together in the regional buying 
centres in Geraldton, Kalgoorlie and Bunbury to achieve more regional buying.  We think it will be an advantage 
to local suppliers if there is a concentration of procurement expertise rather than having people with jobs in 
particular agencies occasionally doing the procurement.   

Mr D.T. REDMAN:  I am bit concerned that regional buying centres will have a significant impact on small 
businesses in some of those centres and, indeed, the regions around those centres.  Presumably, the Treasurer has 
assessed that aspect.  Will the Treasurer explain why he believes the regional buying centres will not have a 
negative impact on small businesses in those areas?    

Mr E.S. RIPPER:  The government’s Buy Local policy still applies.  We expect that the regional buying centres 
will develop an expertise about the capacity of local businesses to meet government needs.  Rather than having a 
person who has only part-time responsibilities for procurement making an easy decision, procurement specialists 
with knowledge of the capacity of local business will make those decisions.  

Mr D.T. REDMAN:  Would that not lend favour to some of the bigger suppliers because of their economies of 
scale?  

Mr E.S. RIPPER:  I will ask John Tondut to comment on that.   

Mr J.K. Tondut:  The strategy is aimed at addressing the concern raised by the member, because a lot of the 
buying is done from Perth and does not come to the attention of local providers.  A point of contact for regional 
suppliers will allow them to make themselves known, and local suppliers can become more aware of the 
frameworks for buying.  We believe that the regional buying centres will in fact enhance the opportunity for 
regional suppliers to bid.  

Mr D.T. REDMAN:  It has been suggested that a lot of buying is happening in Perth.  Presumably, assessments 
have been carried out on that.  Will the department table any studies or assessments to that effect? 

Mr J.K. Tondut:  Studies have been done  

Mr E.S. RIPPER:  It is my understanding that, as the member would expect, business cases were prepared for 
the establishment of the regional buying centres.  We can give the member access to those business cases.  The 
establishment of the regional buying centres was a recommendation of the Functional Review Taskforce.   

Mr D.T. REDMAN:  What did the Treasurer call it again? 
Mr E.S. RIPPER:  Business cases were prepared to support the establishment of the regional buying centres.  
We can make those business cases available to the member. 

Mr D.T. REDMAN:  Presumably, the business cases would have aspects of what the Treasurer’s adviser 
mentioned about there being a lot of purchasing in Perth, a factor that justifies regional buying centres. 

Mr E.S. RIPPER:  I imagine that we would not have gone ahead unless the business cases had been supportive.  
I do not have detailed knowledge of the business case.  However, we can make it available to the member.  I am 
happy to arrange a briefing for the member on the regional buying centres and what is proposed. 
The CHAIRMAN:  Is the Treasurer agreeing to provide supplementary information? 

Mr E.S. RIPPER:  Can we do this between the two members?   

Mr D.T. REDMAN:  That is fine by me.  
Ms J.A. RADISICH:  I refer to item 23, on-road diesel subsidies, on page 135 of the Budget Statements.  I 
presume that that subsidy applies to diesel fuel, and was originally established to support people who work on 
the land and who need diesel fuel for large machinery.  Given that there has been a lot of discussion in the media 
recently about diesel vehicles, particularly four-wheel drives, on metropolitan roads and in and around schools, 
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will the Treasurer comment on the future of diesel subsidies as they apply to vehicles used in the metropolitan 
area?  Will the Treasurer comment on the fact that the forward estimates are lower than the actuals and estimated 
actuals for 2003-04 and 2004-05?  
Mr E.S. RIPPER:  I, too, have inquired about this matter, which was inherited from the previous government.  I 
understand that it is a consequence of the goods and services tax reform.  In other words, this is one of those 
little elements that the state government is obliged to continue with to honour its goods and services tax 
agreement with the commonwealth.  
The member asked about the variation.  The 2004-05 figures reflect the impact of back-claims.  Some people 
have realised that they have not been getting their subsidy and have made a back-claim, to which they are 
entitled, and they have been paid.  That results in the increase in the amounts allocated.  
Mr M.J. BIRNEY:  I refer to the government’s aerial shark surveillance program on page 136 of the Budget 
Statements, which shows that $165 000 will be expended this year but that no money has been allocated next 
year or in the forward estimate years.  Will the Treasurer confirm that the government has cancelled the aerial 
shark surveillance program or does the money appear somewhere else in the budget? 

[10.10 am] 
Mr E.S. RIPPER:  The budget papers reflect a three-year arrangement for the shark management strategy that 
commenced in 2001-02 and concluded in 2004-05.  This matter is usually considered in September in light of the 
coming summer.  I expect this matter to be considered again by the government before the beginning of next 
summer.  

Mr M.J. BIRNEY:  Why was money not shown in the forward estimates, or at least in the budget?   

Mr E.S. RIPPER:  A three-year program is reflected in the forward estimates; it concludes this year.  It is the 
sort of matter that is examined afresh at the beginning of every summer.   
Mr M.J. BIRNEY:  Was a decision made at government level not to include that money in the budget because 
the government is considering cancelling the program or at least not restarting it?   

Mr E.S. RIPPER:  The government has a three-year contract.  It is important to review the effectiveness of the 
contract before making a further commitment.  There may be better ways of managing that issue than under the 
present contract.  I do not know.  It is a good idea to examine the effectiveness of any program or any contract 
before committing to further funding.  
Mr M.J. BIRNEY:  Why then did the Treasurer not examine the effectiveness of the contract during the budget 
formation period, as has occurred with almost every other program in the budget?   

Mr E.S. RIPPER:  The matter will be examined before the beginning of next summer.  
Mr C.J. BARNETT:  I refer to page 135, which contains a list of all the grants, subsidies and transfer payments.  
I cannot see reference to $88 million that was given in the form of a loan to the now owners of the Dampier-to-
Bunbury natural gas pipeline but which will convert to a grant.  Where is that recorded and when will it come to 
account?   
Mr E.S. RIPPER:  It is not in the Treasury administered section of the budget papers; it is in the Department of 
Industry and Resources’ budget papers because it has been extended under legislation for which that department 
is responsible.  
Mr C.J. BARNETT:  I accept that.  When will that be brought to account?   
Mr E.S. RIPPER:  The amount has been initially extended as a loan on certain conditions relating to expansion 
of the pipeline.  When the expansion of the pipeline is completed and those conditions have been met, the loan 
will then convert to a grant.  At that stage, it is “expensed” through our books.  The $88 million will be set 
against what would otherwise be the surplus in 2007-08.  We could argue that, under these arrangements, the 
surplus for 2004-05 is $88 million higher than the underlying substance or that the surplus in 2007-08 will be 
$88 million smaller than the underlying substance.  The forward estimates show a dip in the surplus in 2007-08.  
That dip is when the $88 million will be brought to account.  
MR D.T. REDMAN:  I refer the Treasurer to the outcomes and key effectiveness indicators on page 140.  
About two-thirds down the list, a point refers to the percentage of agencies that met reporting timeliness and 
information requirements.  I was surprised that this year’s rate is 75 per cent.  Previous rates have been as low as 
35 per cent.  Which agencies did not meet the reporting timeliness and information requirements?  What does the 
minister intend to do about the agencies that did not meet those requirements?   

Mr E.S. RIPPER:  There is scope for public sector agencies to improve the timeliness of their reporting.  In 
fact, the Financial Administration Legislation Amendment Bill is before the Parliament now.  That bill is being 
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examined by an upper house committee, which has required the presence of the Acting Under Treasurer.  That 
legislation will establish a framework by which the government will be able to tighten reporting deadlines over 
the next three years.  Agency reporting in Western Australia is out of line with what happens in other states and 
in the private sector.  We intend to be stricter and more rigorous on this matter.  
Mr D.T. REDMAN:  Which agencies did not report?   

Mr E.S. RIPPER:  I cannot advise on that now.  The reporting referred to in that effectiveness indicator is that 
done by agencies providing information to the Department of Treasury and Finance to enable the department to 
meet its reporting obligations.  The Department of Treasury and Finance relies considerably on provision of 
information from agencies before it can complete its reporting.  I am advised that we could provide a list of those 
agencies that have or have not met the reporting guidelines.   
Mr D.T. REDMAN:  Do those agencies provide information under statutory requirements? 

Mr E.S. RIPPER:  Some are provided under statutory requirements and some under administrative 
arrangements.  
The CHAIRMAN:  Is the minister agreeing to provide that list as supplementary information?   

Mr E.S. RIPPER:  Yes. 

[Supplementary Information No A38.]  
Mr E.S. RIPPER:  The Department of Treasury and Finance must meet statutory deadlines.  It establishes 
administrative deadlines for the provision of the necessary information so that it can meet its statutory obligation.  
The agencies concerned are in breach of administrative guidelines established by Treasury.  I imagine the 
particular agencies might have issues with the administrative guidelines, but they are necessary to enable 
Treasury to meet its statutory obligations.  

Ms J.A. RADISICH:  I refer to the Parliamentary Superannuation Act 1970 line item on page 136 of the Budget 
Statements under “Authorised by Other Statutes”.  Will the Treasurer confirm that after the retirement of all 
members of Parliament who were elected prior to 2001, with the exception of the member for Willagee, and after 
they cease collecting their parliamentary superannuation entitlements, all the costs to the state of all members of 
Parliament will result in a saving of between $8 and $17 million per annum?  Does Treasury have any estimates 
of how long the state will continue to pay all the entitlements of post-2001 members?   

[10.20 am] 

Mr E.S. RIPPER:  There is no doubt that the pre-existing superannuation arrangements for some members of 
Parliament are more generous than the arrangements that apply to members elected since 2001.  The amounts 
that will be paid and how long they will continue to be paid partly depend on the longevity of the particular 
members.  There could be an actuarial assessment, no doubt, of the liabilities of the fund.  I notice that some 
members on the pre-existing scheme are paying more attention to their health, so there might be a bigger burden 
on the fund than we are currently anticipating.   

I will seek advice on where the payments for the new members are reflected in the budget.  I think the payments 
for members of Parliament who were elected in 2001 and subsequently and who are on the new superannuation 
arrangements would be reflected in the budget of the Department of the Premier and Cabinet. 

Ms J.A. RADISICH:  Under this act, the amount would be zero. 

Mr E.S. RIPPER:  There is a payment, because it is concurrently funded.  Under the concurrent funding 
arrangements, the salary budget for members of Parliament must include the superannuation payment.  The 
superannuation payment for members under the new arrangements is paid up front, whereas the superannuation 
payment for members under the old scheme is paid on an emerging basis as the cost is incurred. 

Mr M.P. WHITELY:  With accrual accounting, it would be included in the budget papers, would it not? 

Mr E.S. RIPPER:  That is correct. 

Mr M.J. BIRNEY:  I refer the Treasurer to page 139 of the Budget Statements, which deals with asset managing 
and financing, and more particularly to page 186 of the Economic and Fiscal Outlook.  I was interested to read 
the Treasurer’s recent press release in which he stated that the government would spend $4.7 billion on capital 
works.  Obviously, that would be roads, hospitals, schools and the like.  I was equally interested to note that the 
cash flow statement, the official financial statement of the state, shows that the amount for the purchase of non-
financial assets is in fact only $3.626 billion and not $4.7 billion, which the Treasurer’s press release alluded to.  
Will the Treasurer confirm that about $650 million of the $4.7 billion that the Treasurer alluded to is in fact for 
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Keystart homes, which is not a capital works expenditure on the part of the government but in fact is only money 
that is guaranteed by government for people to get a loan? 

Mr E.S. RIPPER:  I can confirm that we are presenting the capital works budget in the same way that Richard 
Court did when he was Treasurer.  We are presenting it in the same way that the previous coalition government 
did.  I have made quite clear in all my budget presentations how the capital works program is broken up.  It 
consists of investment in fixed public sector assets.  It also includes an element of grants to other organisations to 
produce capital works which they will own but which will be to the benefit of the state.  It also includes Keystart 
loans.  In my understanding, that is the way in which the Western Australian capital works program has always 
been presented.  The Leader of the Opposition could make an argument that it should be presented differently.  
However, I am sure that if we started to present it differently, people would ask, “How can we compare one 
year’s program with another?”  We are presenting it in a way that enables people to compare what we are doing 
this year with what we did last year, and, quite frankly, with what Richard Court did in 2000 or 1999, if that is 
what they want to do. 

Mr M.J. BIRNEY:  The budget paper itself presents a figure of $3.6 billion for capital works.  The only 
presentation error is in the Treasurer’s press release, which says $4.7 billion.  Notwithstanding that, does the 
Treasurer consider that the government’s guarantee for Keystart home loans is a capital works expenditure on 
the part of the state? 

Mr E.S. RIPPER:  I think there is a strong argument for continuing to present the capital works program in the 
way it has been presented in the past to enable commentators to make comparisons between what is being spent 
this year and what was spent in previous years. 

Mr M.J. BIRNEY:  Of course, that happens in the actual cash flow statement.  There is no change in the 
presentation.  The only change is in the Treasurer’s press release. 

Mr E.S. RIPPER:  I think the Leader of the Opposition will find plenty of references to the capital works 
program in the budget papers.  The capital works program is not just an item in the press release; it is an item in 
the budget papers. 

Mr M.J. BIRNEY:  Will the Treasurer please confirm that he believes that the $650 million guarantee given to 
recipients of Keystart home loans is in fact a capital works expenditure on the part of the state? 

Mr E.S. RIPPER:  It is part of the capital works program, as it has always been presented in this state.  If the 
Leader of the Opposition turns to page 32 - 

Mr M.J. BIRNEY:  Which is not the cash flow statement. 

Mr E.S. RIPPER:  - of budget paper No 3, he will see a table headed “Reconciling Capital Spending 
Aggregates”.  The figure for purchases of fixed assets for general government is $1.285 billion, and for public 
non-financial corporations it is $2.336 billion.  The figure for the total public sector is $3.626 billion.  It then 
states “plus Expensed Capital Works Program”, and the figure is $348 million.  The figure for Keystart home 
lending loans is $651 million, and for “All other” it is $102 million.  There are then some adjustments, and the 
total figure is $4.746 billion.  I am advised that this is only the second year in which such a table has been 
published.  In the past we did not have this reconciliation that enables the Leader of the Opposition to make the 
point he is making.  I am advised that even if the Leader of the Opposition wants to take the leaner version of 
capital works that he apparently is advocating, at $3.6 billion it is still record capital works expenditure. 

Mr M.J. BIRNEY:  Will the Treasurer explain to the committee the detail of the $650 million that he has 
included in his capital works figure for Keystart home loans; that is, will he explain the government’s 
involvement in that $650 million allocation? 

Mr E.S. RIPPER:  It is the same involvement as the government has had for many years. 

Mr M.J. BIRNEY:  Will the Treasurer just detail that for us? 

Mr E.S. RIPPER:  The Leader of the Opposition should ask his colleagues who were in the last government, 
and they will tell him that it is the same. 

Mr M.J. BIRNEY:  For the benefit of members, will the Treasurer outline to the committee the details of the 
government’s involvement in Keystart home loans? 

Mr E.S. RIPPER:  My understanding is that the Department of Housing and Works administers this scheme to 
provide loans to low-income people for the purchase of housing that they would not otherwise be able to get, so 
it is a great help to them.  It has been a very successful scheme.  Historically, other states have had difficulties 
with their loan schemes for housing purchase by low-income owners.  We have not had a difficulty in Western 
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Australia.  Keystart has always been very strong financially.  We have not had the level of difficulty that has 
been experienced in other states.   

[10.30 am] 

Mr M.J. BIRNEY:  Does the government lend the money or guarantee it? 

Mr E.S. RIPPER:  The government lends the money; the money is borrowed from the Treasury Corporation. 

Mr M.J. BIRNEY:  Effectively, the Keystart home loan program exists to enable people who otherwise would 
not be able to afford them to buy houses.  Does the Treasurer then concede that by no stretch of the imagination 
could this be viewed as a capital work in the same way as roads, hospitals and schools? 

Mr E.S. RIPPER:  I will ask the Leader of the Opposition a question: when the Department of Housing and 
Works builds a Homeswest house, does he regard that as part of the government’s capital works program? 

Mr M.J. BIRNEY:  That is a different thing from Keystart home loans.  

Mr E.S. RIPPER:  It is a house. 

Mr M.J. BIRNEY:  It is a different thing. 

Mr E.S. RIPPER:  If the Department of Housing and Works builds a house and rents it out to a tenant, that is 
part of the government’s capital works program.  If the Department of Housing and Works lends money to 
people who then buy their own houses, that is part of the Keystart program, and has the same outcome.  There is 
still a family in a house.  Arguably, if a person is in a house financed by Keystart, that is a lesser demand on the 
Department of Housing and Works than the provision of public housing. 

Mr M.J. BIRNEY:  Is it not true that the debt in Keystart housing loans is held by the individual taxpayer, not 
the government?  Nonetheless, does the Treasurer concede that somebody could move from one house to another 
under the Keystart home loan program, when in fact there is zero capital works involved?  A person could 
already own a house, or at least be living in a house, and then obtain a Keystart housing loan and buy another 
one.  

Mr E.S. RIPPER:  Quite probably that person would not qualify for a Keystart loan.  

Mr M.J. BIRNEY:  With reference to the Treasurer’s $4.7 billion capital works press release, I notice that what 
is not in the press release, but is in the chart referred to by the Treasurer, is an item of $102 million listed as “all 
other”.  Can the Treasurer confirm that the majority of that amount that has been listed as capital work is only 
the purchase of land by some of the redevelopment authorities?  If so, does the Treasurer consider that to be a 
capital work? 

Mr E.S. RIPPER:  It is the creation of an asset for the state, and, in accounting terms, it is a capital work.  The 
Leader of the Opposition seems to think that this is a huge point.  What is his point?  Is he trying to argue that 
somehow or other - 

Mr M.J. BIRNEY:  The government is tricking the public. 

Mr E.S. RIPPER:  Exactly - he is trying to argue that the government is tricking the public.  The government is 
presenting the capital works program in exactly the same way as it has always been presented and, in particular, 
it is presenting it in the same way as it was presented by the previous coalition government.  If we started to 
present the capital works program in a different way, people might argue that we had made the change for some 
ulterior motive, and we had made it more difficult to compare what the present government was doing with what 
its predecessors did.  We are presenting it in exactly the same way, and it is the ultimate in hypocrisy for this line 
of questioning to be followed, when this is how it was done by the coalition government.  If the Leader of the 
Opposition does not begin by admitting that point, I do not think he has a sound basis on which to argue. 

Mr M.J. BIRNEY:  The Treasurer just said that the $102 million for the purchase of land by the redevelopment 
authorities is, in accounting standard terms, a capital work.  Why then does it not appear in the official cash flow 
statement of the government? 

Mr E.S. RIPPER:  That is because it is an asset on the books of the redevelopment authorities, not on those of 
the state.  

Mr M.J. BIRNEY:  Why then does the $659 million for Keystart loans not appear in the official cash flow 
statement?  Is that maybe because it is not a capital work? 

Mr E.S. RIPPER:  It is not a purchase of a fixed asset by the public sector. 
Mr M.J. BIRNEY:  So it is not capital work? 
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Mr E.S. RIPPER:  No, it is not a purchase of a fixed asset by the public sector.  

Mr M.J. BIRNEY:  Could the Treasurer please tell me the difference? 
Mr E.S. RIPPER:  The purchase of fixed assets by the public sector is part of the overall capital works program, 
as reported by the Western Australian government, in not only this year, but also, presumably, every year for the 
past decade.  

Mr M.J. BIRNEY:  So the difference between a fixed asset and a capital work is what? 
Mr E.S. RIPPER:  I will leave the Leader of the Opposition to work that out.  

Mr M.J. BIRNEY:  The Treasurer cannot answer the question!  I rest my case! 
Mr E.S. RIPPER:  The Leader of the Opposition seems to be looking to me to provide him with a research 
service.  

Mr M.J. BIRNEY:  The Treasurer is the one who just said it was a fixed asset and not a capital work, and he 
does not know the difference! 

Mr E.S. RIPPER:  I do know the difference.  Investment in fixed public sector assets is part of the overall 
capital works program.  The other two broad elements are Keystart loans and capital works that have been 
expensed in accounting terms.  Those three categories make up the capital works program.  I will give an 
example of the expensed category.  The government is providing $25 million for the Members Equity Stadium.  
That will feature, in accounting terms, in our accounts - 

Mr M.J. BIRNEY:  That is not what I was referring to.  The Treasurer has got it wrong.  

Mr M.J. BIRNEY:  Will the Leader of the Opposition let me answer, and stop interrupting?  That will be 
expensed, in our accounting terms.  It is not listed as a capital expenditure in accounting terms, but it is 
considered to be part of the government’s capital works program, just as Keystart loans are.  If the Leader of the 
Opposition wanted to, he could go back and adjust the capital works program for every budget, including this 
one.  
Mr M.J. BIRNEY:  The Treasurer needs only to adjust his press release.  The capital works program remains 
constant in the cash flow accounts.  The only thing the Treasurer needs to adjust is his press release.  
Mr E.S. RIPPER:  Budget paper No 3, on page 32, gives the background for - 

Mr M.J. BIRNEY:  The background!  What about the actual accounts? 

The CHAIRMAN:  Member! 
Mr E.S. RIPPER:  These are the budget papers.  Budget paper No 3 is a budget paper by definition, and on 
page 32 of that budget paper there is a full reconciliation of the capital works program.  If the Leader of the 
Opposition wants to change the way in which the budget is presented, he should argue that we should go back 
and re-present the capital works program for every previous year, provide a new reconciliation and start on a 
new basis.  It is arguable that that could be presented as a way to proceed.  
Mr M.J. BIRNEY:  It is arguable all right! 
Mr E.S. RIPPER:  However, why would anyone do that, when the reconciliation in this budget paper makes 
perfectly clear to people how the program is constructed.  There is more information and more transparency than 
there has ever been, and there is also the capacity to make comparisons with previous budgets.  There is a 
historical reason for the inclusion of Keystart home loans in the capital works program.  There was a time in the 
past when the government provided for the housing needs of low-income people by building houses.  

Mr M.J. BIRNEY:  But not any more. 

Mr E.S. RIPPER:  Will the member just listen?  That is exactly the point.  The government used to provide for 
the housing needs of low-income families entirely by building public housing.  Now it provides for the housing 
needs of low-income families through a combination of measures - building public housing and running the 
Keystart loan scheme.  At the time of the change to Keystart, to preserve comparability and public understanding 
of the effort that was being put into housing, even though that effort was more through Keystart than public 
housing, Keystart home loans were included in the capital works program.  It is not just a matter of this is the 
way it has always been done.  There was a reason in the past that the accounts began to be presented in this way. 

Mr M.J. BIRNEY:  Things have changed since that historical time.  The only thing that has not changed is the 
minister’s press release. 

Mr E.S. RIPPER:  Leader of the Opposition, that is juvenile commentary.   
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Meeting suspended from 10.40 to 10.55 am 
[Dr S.C. Thomas took the chair.] 

Mr C.J. BARNETT:  I refer to page 142, where the third dot point of major achievements for 2004-05 states 
that Treasury provided advice on major public sector wage agreement negotiations.  Given that expenses across 
the general government sector have risen by 10.1 per cent, what were the overall wage increases for the past 
financial year?  How do they compare with what Treasury had forecast?  What is the reason for what is 
obviously a high wage increase across the public sector? 

Mr E.S. RIPPER:  When looking at figures for growth and expenditure on salaries, there are of course at least 
two elements: general wage increases plus additional staff brought on.  When my advisers return we might 
explore those two elements.  The government has a wages policy of three per cent.  We have come under 
pressure from public sector unions as we have sought to implement that policy.  Certain groups have stronger 
bargaining power than others.  In addition, movements in wages in other states create arguments for a more than 
three per cent outcome.  Also, industrial commissions make decisions that are beyond three per cent and/or 
create precedents for other groups to get settlements of more than three per cent.  We have had a three per cent 
wages policy but we have not always been able to reach settlement at three per cent.  Nevertheless, I think that in 
comparison with some other states, we have done reasonably well in achieving good wages outcomes, but wages 
outcomes that are also sustainable into the future from the point of view of the taxpayers.  With those remarks, 
we should now turn to the specifics.   

Mr C.J. BARNETT:  Now that the advisers are here, the point I am making is that the government’s wages 
policy was three per cent.  The increase in general government spending has been 10 per cent.  Given that wages 
and salaries account for about 60 to 70 per cent of recurrent spending, what was the increase in wage costs across 
the public sector last year and why? 

Mr E.S. RIPPER:  I am advised that wage costs account for about 40 per cent of the full accrual costs of 
providing government services.  I think we just need some clarification of the member’s question.  Is he asking 
by how much wages went up? 

Mr C.J. BARNETT:  If the Treasurer wishes to bring it down to its most simple, the government had a wages 
policy of three per cent.  What was the outcome for 2004-05? 

[11.00 am] 

[Mr P.W. Andrews took the chair.] 

Mr E.S. RIPPER:  On page 172 of budget paper No 3, there is a category under expenses that shows that salary 
expenses for 2003-04 were $4.787 billion and the estimated actual for 2004-05 is $5.165 billion.  That gives the 
gross movement in salary expenses.  There are at least two elements to that: how many extra people were put on 
- we did put on extra people - and what wage rises they were given.  It is a bit difficult to provide a general 
answer.  We have not been able to make the three per cent wages policy stick in every case.  If we took an 
average across the wage settlements, it would be higher than three per cent, but if we compare our performance 
with that of New South Wales or some other states, it was not a bad outcome for public sector employees, 
although it was a sustainable outcome for the public sector. 

Mr C.J. BARNETT:  Can I seek by way of additional information an assessment of the government’s wages 
and salaries performance in 2004-05 compared with that three per cent policy? 

Mr E.S. RIPPER:  I can provide the wage outcomes for key groups of workers. 

Mr C.J. BARNETT:  Treasury set a target of three per cent.  The Treasurer has admitted that he did not meet 
that.  I am asking, by way of additional information, by how much did he not meet that figure, which Treasury 
must be able to estimate, and the principal reasons for that.  There was a target of three per cent and the 
government has not met it.  I want to know by how much it overshot that target and why.  That is a fair question. 

The CHAIRMAN:  Is the Treasurer prepared to consider that as supplementary information? 

Mr E.S. RIPPER:  It might not be provided in a way that the member for Cottesloe has framed the question.  
How can we produce a single figure when we have so many thousand police officers who went up by a certain 
amount and so many thousand public servants who went up by another amount?  However, we can provide the 
wage movements for the major occupational groups. 

Mr C.J. BARNETT:  I would like the Treasurer to try a bit harder, because it is listed as a major achievement of 
Treasury.  Treasury can clearly account for how much wage outcomes exceeded its target.  



Extract from Hansard 
[ASSEMBLY - Thursday, 9 June 2005] 

 p312b-329a 
Mr Matt Birney; Mr Eric Ripper; Chairman; Mr Norm Marlborough; Mr Terry Redman; Mr Martin Whitely; Ms 

Jaye Radisich; Mr Colin Barnett 

 [10] 

Mr E.S. RIPPER:  I will provide an example.  One of the largest groups would be the Civil Service Association 
covering public servants.  There was an arbitrated outcome in their case, which was a wage increase of 3.8 per 
cent, followed by a wage increase of 3.6 per cent.  That is the outcome for that group.  The Police Service was a 
higher figure.  With regard to teachers, as the member would know from his previous experience as Minister for 
Education, when the State School Teachers’ Union of WA puts forward a wage claim, it contains a lot of 
associated condition elements.  Some of those can be regarded as matters that are to the benefit of teachers and 
others can be regarded as matters that generally improve the standard of service provision in education. 

Mr C.J. BARNETT:  I accept that there are all sorts of reasons, but it is fair to say that Treasury should be able, 
if not now, to provide a comment about how much its target was exceeded in broad terms and the principal 
reasons. 

Mr E.S. RIPPER:  It is a policy that we take into wage negotiations.  However, this item is worthy of more 
public consideration.  What tends to happen when a group of workers argues for an increase that is unsustainable 
is that everyone just leaves the government and that group of workers to get on with the argument, and those 
people who later complain about the level of taxation burden remain conspicuously silent as the government 
comes under pressure to spend some of those taxes on wage rises that might be unsustainable.  I welcome some 
public debate on the matter. 

Mr C.J. BARNETT:  I would welcome some public information on it, too.  Is the Treasurer prepared to provide 
some further information and the result, compared with his three per cent policy target? 

Mr E.S. RIPPER:  Absolutely.  I would like the member to have the information, and next time the government 
is under pressure with some sort of outrageous wage demand, I would like to see his public comments supporting 
the government’s position. 

The CHAIRMAN:  Will the Treasurer provide that by way of supplementary information? 

Mr E.S. RIPPER:  Yes.  I will provide comment on the public sector wages outcome for the financial year 
2004-05. 

[Supplementary Information No A39.] 
Mr D.T. REDMAN:  I refer the Treasurer to the line item dealing with the Electricity Corporation under income 
tax equivalent regime on page 162.  Can the Treasurer comment on the trends for the forward estimates that 
show a reduction in the income tax equivalent figures?  What is the reason for that? 

Mr E.S. RIPPER:  The reason is reduced profitability of Western Power.  I imagine the member would then ask 
what are the underlying reasons for the reduced profitability of Western Power.  The first reason is the need for 
significantly increased expenditure to ensure improvements in network reliability.  Part of the extra expenditure 
to ensure network reliability is operating expenditure, more lines people, more preventive maintenance and 
actions to ensure better safety of the network with regard to bushfires.  The second reason is that Western Power, 
as part of the government’s electricity reform program, is being exposed to competition, and that competition 
will put pressure on Western Power’s ability to extract a maximum return from the market.   

Ms J.A. RADISICH:  I refer the Treasurer to item 35 on page 135 dealing with the Water Corporation and the 
state water strategy rebate scheme.  It appears to continue until at least 2006-07, which I hope indicates that the 
scheme has been a success and there has been a good take-up rate.  What are the Treasurer’s perceptions about 
the success of that scheme? 

Mr E.S. RIPPER:  The Waterwise rebate scheme has been very popular.  A large number of rebate applications 
have been paid out.  This scheme is administered by the Department of the Premier and Cabinet, so the 
administrative details are probably best addressed to the Premier in his estimates committee process.  There are 
times when we need to review the structure of particular rebates.  It is evident that some rebate items are more 
effective at achieving reductions in water usage per dollar expended than other items.  Therefore, from time to 
time the government looks at the scheme to decide whether the structure of rebates is the most efficient use of 
taxpayer dollars.  The other thing that is happening is that the Economic Regulation Authority is conducting an 
inquiry into urban water pricing and associated matters.  The whole issue of the way we price water and 
associated rebates and so on will need to be re-examined when we get that ERA report. 

Ms J.A. RADISICH:  When is the Treasurer expecting that report? 

Mr E.S. RIPPER:  I think we will get it in August. 
Mr M.J. BIRNEY:  I refer to fiscal management and reporting on page 139.  I also draw the Treasurer’s 
attention to the booklet Economic and Fiscal Outlook dealing with the issue of state debt.  I notice that state debt 
is due to increase from $5.167 billion in 2004-05 to $6.521 billion in 2005-06, an increase between those years 
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of approximately $1.4 billion.  Can the Treasurer confirm that this is the largest annual increase in the history of 
Western Australia since comparable figures were kept?   
[11.10 am] 
Mr E.S. RIPPER:  In absolute dollar terms it is the largest increase.  Of course, in comparison with the size of 
the budget and the size of the economy and its sustainability, it is far different from the increase that was 
recorded in the late 1980s.  The net debt-to-revenue ratio is consistent with the retention of the state’s AAA 
credit rating.  Currently, net debt as a proportion of net worth is very sustainable, debt as a proportion of the 
state’s economy is very sustainable and interest expenses are not a huge burden on the budget.  Moneys have 
been borrowed for the government’s capital works program.  Anyone who examines this issue has a decision to 
make: if he does not support that increase in debt, which items of the capital works program would he sacrifice 
to reduce the amount of debt?  The Leader of the Opposition’s question implies that he does not like the increase 
in debt of $1.3 billion.  If he were in charge, would he reduce the debt by not spending the $600 million that the 
government proposes to spend on the electricity system, or would he not spend the $715 million that is proposed 
to be spent on the water system?  Alternatively, would the Leader of the Opposition cut expenditure on roads or 
public transport?  He cannot have his cake and eat it too.  If he supports the level of investment the government 
has provided for infrastructure - the Leader of the Opposition’s previous questions implied that the government 
is not spending enough on infrastructure - he must support the size of the surplus we are running and the level of 
debt we are incurring. 

Mr M.J. BIRNEY:  The Treasurer referred in his answer to the issue of the net debt-to-revenue ratio, which will 
be about 39 per cent next year and is 36.8 per cent this year.  Does any other state in Australia have a higher 
debt-to-revenue ratio than the 36.8 per cent Western Australia has enjoyed this year? 

Mr E.S. RIPPER:  The debt-to-revenue ratio for 2004-05 is projected to be 32.5 per cent and for 2005-06 it is 
projected to be 39.2 per cent.  If the Leader of the Opposition reads down the page, he will see the debt-to-
revenue ratios in 2004-05 of every state.  The answer to his question is yes. 
Mr M.J. BIRNEY:  Which state? 

Mr E.S. RIPPER:  Tasmania. 
Mr M.J. BIRNEY:  Is Tasmania’s debt-to-revenue ratio 37.1 per cent? 

Mr E.S. RIPPER:  For 2004-05 it is 39.7 per cent, based on its budget. 
Mr C.J. BARNETT:  I refer to the third dot point on page 150 of the Budget Statements regarding land and 
financial taxes and compliance.  I raised this matter in the second reading debate.  Will the Treasurer advise me 
now or by supplementary information how many people living in their own homes are paying land tax because 
of the changes made in 2002?  It was estimated to be 1 350 at the time.  I am referring to the removal of the 
exemption for the owner-occupier if the house was in the name of a company or a trust.  I am interested to know 
how many people continue to pay land tax on their home. 
Mr E.S. RIPPER:  The member for Cottesloe is really asking how many people are living in a home owned by 
a company or family trust with which they have an association and are paying land tax on that dwelling.  I am 
advised that the Department of Treasury and Finance does not explicitly collect that information.  The 
government taxes properties owned by companies and family trusts.  It does not inquire into who lives in those 
properties or whether they are taxable. 
Mr C.J. BARNETT:  When the change to the rule for the land tax exemption for owner-occupiers was made in 
2002, the budget papers estimated it would affect 1 350 people.  I would expect the department to at least have 
an estimate of how many people could still be paying that tax. 

Mr E.S. RIPPER:  I would like to provide the information if it were available, but I am advised that it is not.  
The reason it is not available is that when the principal place of residence exemption applied to people who were 
living in a house owned by a family trust or a company with which they had an association, it was relevant for 
the Department of Treasury and Finance or the Office of State Revenue to collect that information.  The 
department had the information readily available then because it knew how many people had sought the 
exemption.  When the exemption was no longer available, the information was not collected in the same way. 
Mr C.J. BARNETT:  I wonder whether one of the minister’s advisers is able to comment on what are his 
feelings about how many people may have opted out or been caught.  My guess is that it would be just a couple 
of hundred people. 
Mr E.S. RIPPER:  The Department of Treasury and Finance does not talk about feelings; that is completely 
contrary to the culture of the department!  I will ask the commissioner to make a comment.  I imagine that 
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because people have taken the opportunity to shift into direct ownership, the number of people affected is 
considerably smaller than 1 350.  We will see whether the commissioner contradicts me. 

Mr W.R. Sullivan:  As the Treasurer has pointed out, the department used to collect that information because it 
was relevant when applying the tax laws.  It was incumbent upon the owner to apply for it, hence the department 
had that data when the original estimation was made.  We no longer have that data, and as a result we cannot put 
a figure to it.  It would be speculation on our part. 

Mr C.J. BARNETT:  During the limited time to 30 June 2002 a property could be transferred without attracting 
stamp duty.  How many people took advantage of that offer at that time? 

Mr W.R. Sullivan:  There was no time frame associated with it.  Subject to certain criteria being satisfied, a 
nominal duty was available to people to transfer their properties.  As the office made people aware of the 
changes in the law, it made them aware also of those provisions and suggested that they seek professional 
advice.  It would not be possible to extract from our database the number of people who vested property out of 
trust situations or transferred or distributed property in specie from companies as a result of the land tax changes 
as opposed to any other trust distributions or the like. 

Mr C.J. BARNETT:  I am guessing that a couple of hundred people are probably in that situation.  Is that a 
reasonable guesstimate? 

Mr E.S. RIPPER:  I will let the commissioner answer that in a moment.  It is possible that people would be 
coming into these arrangements for other commercial reasons.  They might have decided to wear the tax penalty 
because the benefits of those other commercial outcomes would be advantageous to them.  We are entering the 
area of guesswork.  Once we move away from people applying for this exemption, what is the source of 
information?  How many people would have applied for an exemption that no longer applies?  If the 
commissioner has a sense of what people are doing, I am happy for him to provide it to the committee. 
Mr W.R. Sullivan:  It would be speculation.  I do not have a feeling on that matter. 

Mr C.J. BARNETT:  I shall continue to pursue the matter. 

Mr E.S. RIPPER:  The member for Cottesloe and I have discussed arranging an opportunity for the member to 
meet with the commissioner about this matter. 

Mr C.J. BARNETT:  The first dot point on page 148 refers to a review of the Commonwealth Grants 
Commission process for distributing GST revenue.  An agreement was reached for the Commonwealth Grants 
Commission to hold a major review of its methods and to report in 2010.  This has been a pretty high-profile 
issue.  I find it extraordinary that the agreed timetable is to report in 2010.  The Olympic Games could be 
organised quicker than that.   

[11.20 am] 

Mr E.S. RIPPER:  The Commonwealth Grants Commission review cycle is every five years.  Every five years 
a major review is carried out.  In the interim period, and based on the application of new information, 
adjustments are made to the methods that emerged from the last review.  We did very well in February 2004 with 
an additional $231 million share of commonwealth grants flowing from the conclusion of that five-year review 
period.  The next five-year review period would have resulted in a 2009 review.  There has been a lot of pressure 
to reform the Commonwealth Grants Commission’s methods, particularly to achieve simplification.  Work by 
heads of the various Treasuries has meant that the review will now take place, paradoxically, in 2010.  The 
grants commission process is extremely complex and that adds to the burden of any review.  The other burden is 
getting some degree of consensus from the various governments commissioning the review.  New South Wales 
and Victoria very much want to see the concept of horizontal fiscal equalisation on the table.  However, states 
like Queensland, South Australia and Tasmania resolutely will not agree to that.  The review is more constrained 
than the reformers would like it be.  Before our win in the last review, we joined with New South Wales and 
Victoria to commission an independent review by Ross Garnaut and Vince Fitzgerald.  That review suggested 
that the current system of commonwealth-state financial relations penalised growth and growth-promoting 
policies, thereby cutting what could otherwise be national economic growth outcomes.  The review suggested 
that we should move towards a system that has fewer penalties for current beneficiary or donor states when they 
secure growth.  At the moment it is a commonwealth-state equivalent of a welfare poverty trap.  Even states like 
Tasmania and South Australia suffer penalties through a reduction in their share of commonwealth grants when 
they achieve economic growth.  They are still doing better than us, but they are being penalised for growth.   

Mr M.J. BIRNEY:  I refer to the fiscal management and reporting service, shown on page 139 of the Budget 
Statements.  I have often heard the Treasurer disparage the Court Liberal government for producing budget 
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deficits.  Of course, we know that for the majority of the Court government term, we dealt with a cash 
accounting system.  Will the Treasurer advise the house whether his budget produces a cash deficit or a cash 
surplus?   

Mr E.S. RIPPER:  I refer the Leader of the Opposition to page 174 of budget paper No 3, on which there 
appears a general government cash flow statement.  The bottom line shows a cash surplus in 2005-06.   

Mr M.J. BIRNEY:  Why not simply take away the net cash flow from investing activities from the net cash 
flow from operating activities to establish whether there is a real surplus or deficit?   

Mr E.S. RIPPER:  We operate according to a system of accounts that enables comparability between various 
states and between budget years in particular states.  That is called the government finance statistics framework, 
and it sets out the way in which we report.  We report on the accrual operating balance in the general 
government sector according to the government finance statistics arrangements.  In effect, we are a part of a 
national scheme so that everyone can read everyone else’s budget papers.  The Australian Bureau of Statistics 
determines the classifications.  The Leader of the Opposition can tweak this another way if he wants, but I would 
have thought that participating in a national scheme with the ABS determining the classifications and having 
something that enables our budget to be compared with earlier budgets and with budgets from other states is 
advisable.   

Mr M.J. BIRNEY:  Does the Treasurer accept that there is a deficit between the net cash flow from operating 
activities and the net cash flow from investing activities of some $380 million?  

Mr E.S. RIPPER:  I will indulge the Leader of the Opposition by engaging in some of the calculations in which 
he wants me to engage, even though by government finance statistics approaches there is clearly a $631 million 
operating surplus for 2004-05 and a $521 million surplus for 2005-06.  The cash surplus for 2005-06 is 
$69 million.  That is the difference between the net cash flow from operating activities of $1 163 million and the 
net total for investment in non-financial assets of $1 094 million.  The difference between those figures is 
$69 million and that is the cash surplus.  The Leader of the Opposition has sought to include investment in 
financial assets as part of the calculation.  If cash is used to buy a financial asset, there is no difference to the 
overall net worth.  
[11.30 am] 

Mr M.J. BIRNEY:  I refer to fiscal management and reporting on page 139.  I notice that, prior to the last 
election, the Pre-election Financial Projections Statement included a certain amount of revenue.  That revenue 
has increased since the Pre-election Financial Projections Statement to the end of this financial year by, I think, 
$684.2 million.  Were the Treasurer, the Premier or the government advised formally or informally by any 
Treasury officer that the revenue predictions contained in the pre-election statement might have increased in the 
latest budget and, therefore, might be wrong?   
Mr E.S. RIPPER:  The usual process during the development of this budget was to be provided with updates in 
Treasury briefings of the revenue position.  

Mr M.J. BIRNEY:  I will rephrase the question.  Around the time of the election - either in the immediate lead-
up to the election or during the election month - was the Treasurer advised either formally or informally by 
anyone in Treasury that those revenue estimates might be incorrect?   

Mr E.S. RIPPER:  No; the government relied on the Pre-election Financial Projections Statement as the latest 
information available, which is why, given the government’s costings, we produced surplus outcomes in the 
forward estimates that were described by the chief executive officer of the Chamber of Commerce and Industry 
as “brittly thin”.  Does the Leader of the Opposition think we would have exposed ourselves to such criticism if 
Treasury had advised us that there was additional revenue?  We did not receive any advice on revenue 
movements above and beyond the PFPS until we got into the post-election period and the budget process.  
Mr C.J. BARNETT:  I will ask a question about electricity, just to keep the Treasurer entertained! 
Mr E.S. RIPPER:  Back to old times!  We are both retired from that portfolio now. 
Mr C.J. BARNETT:  I know, but the member is wearing his Treasury hat and my question refers to Treasury’s 
role in the so-called electricity implementation.  I refer to the second dot point of major achievements on page 
146 and to figures on net worth on page 12 of the Economic and Fiscal Outlook.  What is Treasury’s current, and 
therefore I assume latest, estimate of the effect on Western Power’s net worth, compared with what it will be 
worth when broken into four separate utilities?   
Mr E.S. RIPPER:  The Department of Treasury and Finance does not have this information.  The question is 
best addressed to the Minister for Energy.  I understand Western Power will be the subject of examination in this 
estimates process.  
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Mr C.J. BARNETT:  I am not entirely satisfied with that answer.  Over the years, Western Power has obviously 
made its own assessments of the effect on the net worth of the organisation.  To my knowledge, Treasury has 
also provided information on what it believes will be the impact of disaggregation on the net worth of Western 
Power.  I request Treasury to provide by supplementary information its latest estimate of the effect on the net 
worth of Western Power of its changing from an integrated utility to four separate utilities.  I know Treasury has 
done work on it.  
Mr E.S. RIPPER:  It is not a matter of Treasury and Western Power each having different sets of figures.  One 
set of figures will be used to evaluate this matter.  I was once the principal minister responsible for electricity 
reform, and I am not now the principal minister responsible.  It is appropriate that the Minister for Energy 
provide that information.   It is a legitimate question, although, in view of some of the old arguments, if Western 
Power is to be retained in public ownership, it is not a particularly apposite question.  If, on the other hand, there 
is an agenda to sell off parts of the utility, the answer might be very interesting.  The government does not have a 
plan to sell Western Power; therefore, since it will remain in public ownership in its post-reform incarnations and 
will continue to provide a service to the public, the question is not one of huge relevance to public policy.  
Mr C.J. BARNETT:  I refer the Treasurer to page 12 of the Economic and Fiscal Outlook, which shows the net 
worth of the total public sector.  I imagine that Western Power and the Water Corporation are the two most 
valuable assets shown in that table.  It shows a levelling off and, ultimately, a contraction to 2009 in the total 
value of the public sector.  Clearly, Treasury is using an estimate of the worth of Western Power and, therefore, 
must have some estimate of the change in its net worth.  

Mr E.S. RIPPER:  Page 176 of budget paper No 3 contains a table showing the net worth of public non-
financial corporations.  I do not know why we provide this information to potential privatisers; nevertheless, it is 
in the budget papers.  I hope it does not excite the privatisers on the other side too much!  It shows the expected 
net worth of public non-financial corporations at 30 June 2006 to be $18.67 billion.  I do not want any of the 
boffins in the opposition research unit to take away that figure and work out how much they can sell and what 
they can do with it.  We want to keep those public non-financial corporations in public ownership. 
[11.40 am] 

Mr C.J. BARNETT:  I take it from that that the Treasurer will not provide what should have been public 
information.  The Treasurer can argue the point about a policy, but it is clearly public information. 

Mr E.S. RIPPER:  I am not trying to be difficult, because I think the member is entitled to ask what value for 
the net worth of the Water Corporation or Western Power has been included in the state’s net worth figures.  I do 
not have that information, but I am prepared to provide it at a later stage, and that should be recorded. 

The CHAIRMAN:  Just to be clear, will the Treasurer provide that information by way of supplementary 
information? 

Mr E.S. RIPPER:  By way of supplementary information I will provide the figure for net worth of Western 
Power that has been included in the net worth figures in this budget paper.  The member is asking me what is the 
estimate of net worth after disaggregation.  If that is different, that is really a matter that needs to be pursued with 
the Minister for Energy. 

Mr C.J. BARNETT:  I can pursue it with him, but I suspect he will give us a similar answer. 

[Supplementary Information No A40.] 

Mr C.J. BARNETT:  I am happy with that, but I am also seeking the figure that Treasury was using for the 
change to the net worth of Western Power following disaggregation.  I know that Treasury has done work on 
that. 

Mr E.S. RIPPER:  I have just been advised that the net worth figures are based on the implementation of 
government policy. 
Mr C.J. BARNETT:  I am sure they are, but I want to know what the figure is. 

Mr E.S. RIPPER:  We will give the member the figure for Western Power that is in the net worth figures, with 
the clarification that it is based upon the implementation of government policy. 

The CHAIRMAN:  I see that as a second piece of information.  We had already indicated what would be 
provided as supplementary information No A40 - 

Mr E.S. RIPPER:  I am only repeating my understanding of supplementary information No A40. 

The CHAIRMAN:  Perhaps the Treasurer should repeat his understanding of what supplementary information 
No A40 is, because, after listening carefully, I thought there were two different pieces of information. 
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Mr E.S. RIPPER:  I will provide the member for Cottesloe with the figure for Western Power’s net worth that 
has been included in these budget papers. 

The CHAIRMAN:  Yes, that is supplementary information No A40. 

Mr C.J. BARNETT:  The Treasurer will not provide a figure for what Treasury has estimated is the change in 
net worth? 

Mr E.S. RIPPER:  The figure that I give the member will be based upon the implementation of government 
policy.  I ask the member to take up with the Minister for Energy the matter of changes in net worth. 

The CHAIRMAN:  That is clear. 

Ms J.A. RADISICH:  I refer to page 149.  I have a general question on service 7, which deals with revenue 
assessment and collection.  My question relates to stamp duty.  I want to know whether an exception applies in a 
case in which duty is payable on an offer and acceptance, or other document, when the property is transferred to 
somebody who is a recognised de facto.  That person may be entitled to some sort of separation payment under 
the provisions of the Family Court Act.  A couple with a child may have lived together for nine months or so.  
Does that concession apply in those circumstances? 

Mr E.S. RIPPER:  I am reluctant to give taxation advice on sensitive matters.  People are always advised to 
seek professional advice before they finally commit themselves on these matters. 

Mr M.J. BIRNEY:  Has the Treasurer not been writing her questions for her this year? 

Ms J.A. RADISICH:  The Leader of the Opposition has obviously not been listening to my questions. 

The CHAIRMAN:  “Her” happens to be the member for Swan Hills. 

Mr E.S. RIPPER:  I have been distracted from my line of thought.  However, people should seek professional 
advice if they believe that there are likely to be state tax implications for arrangements that they intend to enter 
into.  Ideally, they should seek that advice before they enter into the arrangements, in case there is some 
unintended consequence.  As Treasurer, I am not in a position to provide that technical advice.  However, I will 
ask the commissioner to provide a general summary of how we take account of arrangements between de facto 
partners.  Is that what the member - 

Ms J.A. RADISICH:  If a property is transferred to a husband and wife, I understand a concession would be 
available.  If a property is transferred to a de facto, is that the case, or have I misunderstood the situation? 

Mr E.S. RIPPER:  I have taken some time to get advice on these matters, because there are obvious 
sensitivities, and I do not want people to read Hansard and make a rash decision in what could be a complicated 
area of the law.  When the Attorney General put through the legislation that removed discrimination against de 
facto partners, that legislation also had effects on the taxation law.  The underlying principle would be that a 
bona fide de facto relationship should have the same taxation implications as a formal marriage.  However, the 
tax law is detailed and complicated.  If the member has a particular scenario that she wants some advice on, I 
suggest that the member write to me or to the commissioner, and we will provide her with - 

Ms J.A. RADISICH:  No, I do not have a particular issue; it is just the principle. 

Mr E.S. RIPPER:  Anyway, we could provide more definitive advice. 

Mr N.R. MARLBOROUGH:  We just wanted to keep the Treasurer on his toes; that is all! 

The CHAIRMAN:  Members, we need to be very careful that we are not seen to be giving legal advice at this 
stage. 

Mr E.S. RIPPER:  I am not giving legal advice.  Our tax law should, by and large, treat bona fide de facto 
relationships in the same way as marriage relationships would be treated.  That is the underlying principle.  With 
regard to whether that applies in every detail, the Commissioner of State Revenue would need to see a precise 
scenario.  If the member wanted to present a precise scenario and seek an answer, we would give it.  If the 
member was not happy with the answer, the state tax review would provide an opportunity for those issues to be 
explored. 
Ms J.A. RADISICH:  When will the state tax review occur? 
Mr E.S. RIPPER:  We will announce the state tax review this month, and there will be an interim report before 
the next budget. 

The CHAIRMAN:  Members, we are still on division 7, and there are a number of other divisions to be dealt 
with.  I am in the hands of the committee.  If there are further questions, I am happy to allow them.  What would 
members like to do? 
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Mr M.J. BIRNEY:  Continue on. 
The CHAIRMAN:  We will continue. 
Mr M.J. BIRNEY:  I refer to page 137, and in particular to financial management.  Did the Treasurer blow his 
own departmental budget; and, if so, by how much?   

[11.50 am] 

Mr E.S. RIPPER:  We certainly paid off a large amount of state debt, and that was a factor that appeared in the 
accounts of the Department of Treasury and Finance.  
Mr M.J. BIRNEY:  Yes, but put that aside.  
Mr E.S. RIPPER:  I am proud to say that the government paid off $481 million of state debt as a result of a 
good financial result at the conclusion of 2003-04.  That is reflected in the accounts of the Department of 
Treasury and Finance.  The Leader of the Opposition is, in essence, asking about variations between the budget 
forecast for the Department of Treasury and Finance in 2004-05 and the budget outcome.  The fact that the 
budget outcome is higher than the budget forecast does not merit the description of “blow-out”. The government 
can take a discrete policy decision to fund a particular initiative.  This is not a blow-out; it is a government 
decision to take a policy initiative.  In addition, there are matters in which it is quite reasonable that additional 
expenditure would be incurred without the application of a particular government decision.  It would also be 
entirely unreasonable to apply the term “blow-out” to those circumstances.  As an example, if there is more 
activity in the housing market by first home owners than forecast, the government will pay out more in first 
home owner grants than was forecast.  I would not regard that as a budget blow-out; that is simply a reflection, in 
the first home owners scheme, of the strength of first home owner participation in the housing market, which is 
an entirely welcome development.  Secondly, there are elements in the department’s budget such as the refund of 
past years’ revenue collections.  When people are assessed as having to pay a certain amount of tax in one 
financial year, and they go through a process of objection and appeal that is eventually upheld, they receive a 
refund of the tax paid.  That would not be regarded as a blow-out in the department’s budget; it would be 
regarded as an adjustment to revenue collections in previous years.  Similarly, growth in salaries and in public 
sector numbers would result in more superannuation payments.  I will run through several of the other elements.  
There are the results of government decisions.  For example, the government made a decision to fund the 
provision of safety switches in Homeswest houses, so that the residents would be protected in the event of an 
electrical malfunction through the installation of residual current devices.  That is a $5 million discrete 
government decision.  For a variety of reasons, the forecasts are lower than the eventual outcome, but I would 
absolutely reject the application of the term “blow-out” to those arrangements.  They are either discrete policy 
decisions or the final outcome of programs that do not have a cap for obvious reasons.  No-one would want to 
put a cap on the first home owner grants scheme, for instance. 

Mr M.J. BIRNEY:  What is the figure? 

Mr E.S. RIPPER:  The Leader of the Opposition can read it in the budget papers.  

Mr M.J. BIRNEY:  This is what the estimates committees are for.  What is the figure? 

Mr E.S. RIPPER:  The figure for first home owner grants is - 

Mr M.J. BIRNEY:  Not for first home owner grants.  I will ask the question again if the Treasurer wants.  

Mr E.S. RIPPER:  I understand what the Leader of the Opposition is asking.  The figure for first home owner 
grants is up by $10.8 million; the figure for refund of past years’ revenue collections is up by $10.9 million; the 
State Housing Commission funding is up by $7 million - $5 million for home safety switches and $2 million for 
the Brownlie Towers project; the Waterwise rebate scheme is up by $14.8 million, following a government 
decision to extend the scheme; superannuation payments are up by $28.3 million; there is an equity contribution 
to the Department of Health of $34.4 million to bring forward the purchase of medical equipment and to 
purchase Kaleeya private hospital; and capital repayments are up $464.9 million because of the debt repayments.  
There are some other adjustments, but those are the major movements that have occurred in the Department of 
Treasury and Finance budget.  
Mr M.J. BIRNEY:  It is difficult to find an absolute figure because of the debt repayments.  Apart from the debt 
repayments, can the Treasurer advise how much more he spent in this year’s budget then he anticipated? 

Mr E.S. RIPPER:  The department’s budget for 2004-05 was $54.626 million, and the estimated actual for 
2004-05, in terms of appropriations, is $59.35 million.  
Mr M.J. BIRNEY:  I think it is a bigger figure than that.  

Mr E.S. RIPPER:  That is the controlled budget for the Department of Treasury and Finance.  
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Mr M.J. BIRNEY:  What about the uncontrolled budget? 

Mr E.S. RIPPER:  There is an administered budget, which is different, including all the community service 
obligation payments and other things.  However, in terms of running the department, the budget amount was 
$54.626 million and the outcome was $59.35 million.  Additional resources were put into the Office of State 
Revenue to improve the processing time for stamp duty matters.  
Mr M.J. BIRNEY:  So the budget overran by about $5 million? 

[12 noon] 
Mr E.S. RIPPER:  I have been reminded about transfers of functions to the Department of Treasury and 
Finance.  For example, as part of the procurement reform process, procurement personnel in other government 
agencies are being rebadged as Department of Treasury and Finance staff.  For example, someone who once 
worked for the Department of Agriculture as a procurement person has become a Department of Treasury and 
Finance person based in the Department of Agriculture.  Consequently, that person’s salary is reflected in the 
Treasury figures rather than in the Department of Agriculture figures.   

Mr M.J. BIRNEY:  Did the Treasurer not anticipate that when the budget was struck? 
Mr E.S. RIPPER:  That process occurred during the year.  The rebadging obviously involves negotiations 
between departments.  The rebadging occurred through the year.  There were some other transfers of activities, 
which account for the differences, apart from the extra resources for the Office of State Revenue.  I have figures 
for it.  Some 66 procurement staff became Treasury staff.  That accounts for $4.38 million; in fact, virtually the 
whole amount is accounted for by those procurement changes.   
Mr M.J. BIRNEY:  The Treasurer did not blow his budget? 

Mr E.S. RIPPER:  The Department of Treasury and Finance prides itself on staying within budget. 

Mr D.T. REDMAN:  On page 153 the fourth dot point of the major initiatives refers to the implementation of a 
new contracting system.  Will the Treasurer elaborate on the key aspects of the proposed new contracting 
system?   

Mr E.S. RIPPER:  I will ask John Tondut, who heads up that reform program, to provide that information. 

Mr J.K. Tondut:  At the moment the various agencies use quite a number of different contract development and 
contract management systems.  We have developed a program to bring all of that together in one system.  We 
have been to tender and we are currently evaluating the bids, to award a single contract.  For all government 
contracting, it will be a tool that the practitioners could use to develop as well as manage contracts.   

Mr D.T. REDMAN:  If Treasury brings in a centralised system, will there be any implications for the 
compliance of regional areas and the scope of the Buy Local policy? 

Mr E.S. RIPPER:  In the entire procurement reform program we have taken special care to protect the position 
of the regions.  I will ask Mr Tondut to elaborate, but the general principle is that we are not compromising the 
Buy Local policy or regional purchasing.  People must still be competitive, but we have tried to make sure that 
the procurement reform program does not have the unintended consequence of damaging regional business. 

Mr J.K. Tondut:  Just to reinforce what the Treasurer has said with a couple of examples, with the common-use 
contracts that we put in place, the Buy Local policy has a regional discretion arrangement.  We are not putting in 
place contracts for the regions in a common-use contract sense statewide.  The regional buying centres, which 
we spoke of earlier, are another example of trying to encourage local government agencies to buy from the 
regions.   

Mr D.T. REDMAN:  What buffer do local agencies have when buying locally in preference to taking up a 
contract?   

Mr E.S. RIPPER:  Regional buying can take place outside what is otherwise a mandatory common-use 
arrangement. 
Mr D.T. REDMAN:  There were pricing concessions of 10 per cent or something like that. 

Mr E.S. RIPPER:  The Buy Local policy continues.  There are regional preference arrangements within that 
policy.  In addition, although everyone else must buy off the common-use contract when a common-use contract 
is in place, regional buyers do not have to do so.   

Mr M.J. BIRNEY:  Page 139 refers to revenue assessment and collection.  I notice that the Treasurer has 
announced his intention to conduct a review of taxation.  Is it his intention that that taxation review be revenue 
neutral? 
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Mr E.S. RIPPER:  No, it is explicitly not my intention that it be revenue neutral.   

Mr M.J. BIRNEY:  The Treasurer intends, therefore, that the outcomes of that review will be such that we will 
see a reduction in taxation as a result of it. 

Mr E.S. RIPPER:  My intention is that the outcome of the review will be that less tax will be paid than would 
otherwise be the case had we not made the changes. 
Mr M.J. BIRNEY:  Does the Treasurer have any idea of the reduction figure that he is looking to achieve? 

Mr E.S. RIPPER:  That is still a matter for consideration within government as we examine our financial 
capacity.  There is not a huge amount of scope in the forward estimates as they currently exist.  If, however, the 
government can find additional savings in government expenditure, or, on the other hand, if economic growth 
goes better than current assumptions in the budget indicate, it would create a capacity which we would be hoping 
to apply to the outcome of the state tax review.   
Mr M.J. BIRNEY:  Can the Treasurer confirm that as part of this review he will be looking for expenditure cuts 
within government? 
Mr E.S. RIPPER:  That will not be part of the review.  The review will be looking at the most effective, 
efficient and competitive tax system that we can have at a state level; a system that causes minimum distortion to 
economic activity and a system that has the best outcome for compliance costs for business and administrative 
costs for government.  We would also be looking at a system that fairly balances those economic and business 
considerations with the impact on households of the state government’s taxing and charging regime.  We will be 
looking at the relative priorities among different possibilities of tax relief.  For example, a strong lobby is 
focused on stamp duty on motor vehicles.  I am sure that, if asked, medium-sized businesses would be looking at 
payroll tax reductions.  I am sure that the property industry would be looking at stamp duty reductions.  A 
complex balancing exercise needs to be undertaken.  As for expenditure reductions, the plain fact is that 
expenditure will grow every year. 
Mr M.J. BIRNEY:  Surely the Treasurer has accounted for that in the forward estimates. 
Mr E.S. RIPPER:  What is an issue is the extent of expense growth.  I have a strong interest in containing 
expense growth across the forward estimates.  I will be looking for further measures as we proceed to the next 
budget, in addition to the procurement reform and corporate services reform initiatives that we currently have in 
place.  One of the big tasks for me and the Department of Treasury and Finance during the remainder of this year 
will be to examine ways in which we can keep some better control over expense growth in the future, partly so 
that we can create the capacity for the state tax review to produce a good outcome.   

[12.10 pm]   

Mr M.J. BIRNEY:  However, the Treasurer thinks he can find some spending cuts within government? 

The CHAIRMAN:  I remind members that they need to seek the call.   

Mr E.S. RIPPER:  It is a core responsibility of the Treasurer to look for ways to find resources for the 
government to achieve its objectives, and one of the government’s objectives is a more competitive tax regime.   

Mr M.J. BIRNEY:  Therefore, the Treasurer thinks he can find some cuts? 

Mr E.S. RIPPER:  I think there are ways that we can contain the growth in expenses.  I want to be absolutely 
clear about that.  Expenses will grow year on year; the issue is by how much. 

Mr M.J. BIRNEY:  Notwithstanding that the Treasurer thinks he might be able to contain expenditure growth, 
does he also think there is an opportunity to find some expenditure cuts within the budget? 

Mr E.S. RIPPER:  If expenditure grows, expenditure grows.  The question is by how much. 

Mr M.J. BIRNEY:  There is a good reason for the Treasurer not answering this question, is there not?   

Mr E.S. RIPPER:  I have always been amused in these debates about expenditure growth when people still 
argue that there have been cuts.  If expenditure grows, expenditure grows.  By definition, on average, there have 
not been cuts; there has been growth.  I want to provide the opportunity for the funding of new initiatives and 
priorities as they emerge; and I want to provide an opportunity, if we can achieve it, for more tax relief.  
Therefore, I will be looking at low priority programs, I will be looking at any element of waste and extravagance 
and I will be looking at any ways that we can do things more efficiently to find the resources to achieve 
emerging government priorities, including the priorities of the state tax review. 
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Mr M.J. BIRNEY:  Does the Treasurer not recall berating me during question time and basically saying that he 
cannot cut anything.  He asked me what could be cut.  He is now telling me that he can cut low priority programs 
and something else.  Now we know the Treasurer can cut things; that is good. 

Mr E.S. RIPPER:  What does the Leader of the Opposition think happens in a budget process?  Every public 
sector agency and department comes in with its spending ambitions.  When we add them all up they are 
completely unsustainable.  Each year public sector agencies ask for about $2 billion worth of expenditure 
increases across the forward estimates.  They are asking for expenditure increases of massive amounts.  Some of 
those expenditure increases must be granted, otherwise the community would not get the services that it wants, 
needs and deserves.  To accommodate those increases, every year we are looking for ways in which we can 
release some resources.  We are looking for ways to cut expenditure here or there or do things more efficiently.  
We have two big programs.  We are in effect cutting expenditure on the purchase of goods and services through 
the procurement reform program. 

Mr M.J. BIRNEY:  Therefore, the Treasurer can cut expenses.  That is good.  I just do not want to hear his silly 
argument again during question time. 

Mr E.S. RIPPER:  The only silly arguments we hear during question time are from the Leader of the 
Opposition. 

Mr C.J. BARNETT:  I understand that we have approximately 17 minutes left to deal with the divisions for the 
Auditor General and the Economic Regulation Authority.  

The CHAIRMAN:  That is correct. 

Mr E.S. RIPPER:  Generally speaking there is interest in the Auditor General’s section and I would have 
thought there would be questions about the Economic Regulation Authority, which is a new agency.   

The appropriation was recommended. 
 


