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Division 54: Treasury, $5 577 606 000 — 
Mr P. Abetz, Chairman. 
Dr M.D. Nahan, Treasurer. 
Mr M.A. Barnes, Acting Under Treasurer. 
Mr M.J. Court, Acting Deputy Under Treasurer. 
Mr R.D. Mann, Executive Director, Strategic Projects. 
Mr A. Jones, Acting Executive Director, Strategic Policy and Evaluation. 
Ms K. Gulich, Acting Executive Director, Infrastructure and Finance. 
Mr R. Watson, Executive Director Economic. 
[Witnesses introduced.] 
The CHAIRMAN: This estimates committee will be reported by Hansard staff. The daily proof Hansard will be 
published at 9.00 am tomorrow. It is the intention of the Chair to ensure that as many questions as possible are 
asked and answered and that both questions and answers are short and to the point. The estimates committee’s 
consideration of the estimates will be restricted to discussion of those items for which a vote of money is 
proposed in the consolidated account. Questions must be clearly related to a page number, item program or 
amount in the current division. It will greatly assist Hansard if members can give these details in preface to their 
question. The minister may agree to provide supplementary information to the committee, rather than asking that 
the question be put on notice for the next sitting week. I ask the minister to clearly indicate what supplementary 
information he agrees to provide and I will then allocate a reference number. If supplementary information is to 
be provided, I seek the minister’s cooperation in ensuring that it is delivered to the committee clerk by Friday, 
30 May 2014. I caution members that if a minister asks that a matter be put on notice, it is up to the member to 
lodge the question on notice with the Clerk’s office. 
Mr B.S. WYATT: I refer to page 2 of the Economic and Fiscal Outlook and to revenue. No doubt the Treasurer 
is aware of the conversation that took place yesterday in the estimates committee hearings on Premier and 
Cabinet and the comments made by the Premier concerning the goods and services tax. The Premier made the 
point that with the coming of the federal budget, we are expecting an additional $400 million in GST. The 
Premier then asked the member for West Swan to pursue it with Treasury. With that $400 million, can the 
Treasurer give me the breakdown of the extra GST money and over which years that is, and can he also confirm 
for me whether Treasury has done a broad analysis now of the impacts of the federal budget on the state budget? 
I note in today’s newspaper there are some things around health and education, but can the Treasurer provide any 
more information on some of the other details, particularly national partnerships and the impact that they 
may have? 

Dr M.D. NAHAN: I will give the first question to the acting Under Treasurer to answer. That question was 
about that $400 million-plus. He can give the member the exact figure and what drove that increase. 

Mr M.A. Barnes: The commonwealth, in its budget, revised up its forecast of the national GST pool, and that 
higher pool forecast translates into a higher GST forecast for Western Australia. Across the five years of the 
forward estimates from 2013–14 to 2017–18, for Western Australia that totals an additional $418 million from 
GST revenue, and the cash flows of that are $34.2 million in the current financial year, $40.6 million in 2014–
15, $61.1 million in 2015–16, $106.8 million in 2016–17, and $175.7 million in 2017–18. As I indicated, those 
revisions reflect the commonwealth’s revised forecast of the national GST pool, which in turn reflects upward 
revisions in its budget to household consumption growth going forward. 

Dr M.D. NAHAN: In the Commonwealth Grants Commission’s 2014 outlook, it stated its revised GST sharing 
of $37.6 million. That was followed through in the 2014–15 commonwealth budget. So, the growth in the GST 
was driven solely by an increase in the pool; there was no change in the share. 

Mr B.S. WYATT: In the relativity. 

Dr M.D. NAHAN: Yes. The member asked another question. 

Mr B.S. WYATT: Yes, about the broader implications of the federal budget. Just on that, Treasurer, the Premier 
said yesterday that overall across the forward estimates, we are $100 million worse off. Is that a Treasury figure 
or is that the Premier’s figure? 

Dr M.D. NAHAN: Let me go through it. I have the figures for five years here. The GST is up $400 million. 

Mr B.S. WYATT: Just for clarity, do these figures all include the 2013–14 financial year? 
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Dr M.D. NAHAN: No, just the GST. For some reason the commonwealth put five years of estimates in this; so 
it is over five years, including this current year, 2013–14, so it helps the outcome for this year. There have been a 
number of changes throughout, and, to be honest, we are still trying to come to grips with some of the changes, 
particularly in the concessions area. But, as reported, there was a $107.6 million reduction in certain concessions 
for pensioners and Seniors Card holders. It has been reported in the paper that it is $107.6 million over the four 
years from 2014–15 to 2017–18. That comes down to about $25 million a year. I will go through this at length 
unless the member wants to ask another question on those concessions later. Does the member want me to give 
him the aggregates now? 

Mr B.S. WYATT: Go through the total now and then we will follow up with the details. 

Dr M.D. NAHAN: The member will follow up with detailed questions. It is a loss of $107.6 million from that 
one. For the National Health Reform Agreement, over the forward estimates it is a loss of about $308 million. In 
2017–18, it is $174 million. Prior to that, the losses are not huge. The reductions in the National Health Reform 
Agreement take place in 2017–18. Student First is that other national education program that related in some 
way to Gonski; I am not sure exactly how. There have been no reductions in Western Australia’s share. In fact, 
with education, in 2017–18 we get an additional $160 million for Student First. 

Mr B.S. WYATT: That is over the forward estimates again, or is that for that year? 

Dr M.D. NAHAN: No, there are no changes to the forecast in the first three years from what preceded it, but 
because this added another year to the forward estimates, there is an additional $160 million to Western 
Australia in that program. There are a number of ups and downs elsewhere, but they are not large overall. Of 
course, one major commitment in the commonwealth budget was to the Perth Freight Link in Western Australia. 
That is proposed in the commonwealth budget. The Western Australian government has yet to make a decision 
on whether it will commit to that. That will provide a substantial net revenue contribution to Western Australia, 
but putting that aside—because Western Australia has not made a commitment to it—it was committed to in the 
commonwealth budget. Adding everything else up, from my calculations we are up and benefiting to the tune of 
$100 million. 

[10.10 am] 

Ms R. SAFFIOTI: How did the Treasurer work that out? 

Dr M.D. NAHAN: Excluding the Perth freight link, with everything else we are about $111 million up from the 
budget. That is including the goods and services tax impact for this current year. 

Ms R. SAFFIOTI: Is the Treasurer adding five years of revenue and four years of losses? 

Dr M.D. NAHAN: The member asked me what the impact on the budget is of this, and for 2014–15 through to 
2017–18, and 2013-14—the outcome for this year—overall we are up by $111 million, excluding the Perth 
freight link. Does that answer the member for Victoria Park’s questions? 

Mr B.S. WYATT: It does, and it raises a few questions that I will no doubt follow up. 

Ms R. SAFFIOTI: Does that analysis include the national partnership agreements, such as the cessation of 
funding for subacute care in public hospitals and Indigenous early childhood development that have been noted 
on page 78 of the Economic and Fiscal Outlook? 

Mr M.A. Barnes: Yes, it does, and for national partnership agreements that were due to expire in July this year, 
the state budget generally made the assumption that they would not be renewed and that assumption has turned 
out to be correct. 

Ms R. SAFFIOTI: For example, does that $300 million figure for Health include the $166 million cut in 
subacute care from the national partnership agreement? 

Mr M.A. Barnes: No, that is a different issue. The $326 million is for the National Health Reform Agreement, 
which is what replaced, effectively, the previous specific purpose payments arrangement. That is different and 
separate from the national partnership the member was referring to. 

Ms R. SAFFIOTI: Those figures in Health were the SPP equivalent, but the national partnerships have not been 
taken into account because the state budget assumed there was no funding coming from the federal government. 
The federal government is not putting in any money, so basically there are, as we note and as outlined in the 
budget papers, four significant areas that will have no funding flowing from 1 July? 

Dr M.D. NAHAN: In the Western Australian budget, as the Under Treasurer mentioned, we assumed that those 
national partnerships would not be continued, and therefore we included neither commonwealth money nor ours. 
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Ms R. SAFFIOTI: Sure. The impact in those areas in particular is a bit more significant than the $320 million 
outlined. Can we just go through that $111 million? 

Mr B.S. WYATT: I am a little confused by that. 

Mr W.J. JOHNSTON: I am happy to have the exact figures clarified. 

The Treasurer is saying in respect of the extra GST money that he has looked at the federal budget and looked at 
the assumptions in the federal budget, then applied his formula that delivers the budget estimates to that changed 
federal budget estimate; does that summarise it? 

Dr M.D. NAHAN: No. The commonwealth budget indicates the distribution of GST payments to each of the 
states. 

Mr W.J. JOHNSTON: Yes, for one year. 

Dr M.D. NAHAN: Yes. This time there was an expansion in the pool and we applied it, and the commonwealth 
government indicated for 2013–14 and 2014–15 what the allocation would be. 

Mr W.J. JOHNSTON: Okay. 

Dr M.D. NAHAN: I will ask the acting Under Treasurer to provide an answer on what will happen going 
forward. 

Mr M.A. Barnes: We take the commonwealth’s updated GST pool forecasts, and then we apply our own 
forecasts of WA’s relativity to those updated pool forecasts. 

Mr W.J. JOHNSTON: But there has never been any year when the federal budget’s estimates of GST and the 
state budget’s estimate of GST for the out years—not for the budget year but for the out years—is the same; it 
has never happened. Why is this issue being raised this year when it has never been an issue in previous years? 

Dr M.D. NAHAN: Could the member for Cannington please clarify his question? 

Mr W.J. JOHNSTON: If we sit down with the federal and state budget, the assumptions about GST issues for 
every year in the forward estimates, but not the budget year, are always different. That happens every year, so 
why are we treating it differently this year? 

Dr M.D. NAHAN: I think I can answer that. The forward estimates in the commonwealth budget papers vary 
each year for each budget, too. 

Mr W.J. JOHNSTON: Yes, but we have never before gone to the commonwealth budget and said, “Their 
budget assumptions are different from our budget assumptions, so therefore we reckon we’re going to get extra 
money.” That has never happened before. I am not quite sure why we are doing it this year. 

Mr M.A. Barnes: This is standard practice; it is not unusual. We always accept the commonwealth’s forecasts 
of national GST pool revenue; we do not separately forecast that. 

Mr W.J. JOHNSTON: When is Treasury advised of that figure? 

Mr M.A. Barnes: At each budget and in the Mid-Year Economic and Fiscal Outlook, so twice a year. We adopt 
the commonwealth’s updated pool forecast. As the member correctly pointed out, our forward estimate forecast 
of WA’s relativity differs from the commonwealth’s, as has always been the case, but we take their pool 
forecasts, updated twice a year, and we apply our own forecast of WA’s relativity to the commonwealth pool 
forecast. That is longstanding, usual practice.  

Mr W.J. JOHNSTON: If the state budget had been delivered after the federal budget, then the state Treasury 
would have used the commonwealth’s pool assumptions in its budget estimates, but because the state budget 
came down first, has Treasury estimated it on some basis other than the one the commonwealth gave it? 

Mr M.A. Barnes: Yes, that is correct. Our budget is based on the commonwealth’s MYEFO from the 
December, I think, forecast of the national GST pool. 

Mr W.J. JOHNSTON: So there is actually no additional money arising from this; this is just a timing issue 
about when budgets were handed down? 

Dr M.D. NAHAN: No. The question was: what is the impact of the commonwealth budget on our budget? Our 
budget came out first. 

Mr W.J. JOHNSTON: Yes. 

Dr M.D. NAHAN: We did not have access to the revised pool estimates provided in the commonwealth budget 
that came out seven days later. We used the data available from the MYEFO of the commonwealth to forecast; 
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as it turned out, the commonwealth budget forecast a larger pool, and we took that data into our calculations that 
I just presented to the members for Cannington and Victoria Park. 

The CHAIRMAN: Is there a further question? You had better make that the last question because we have had 
many further questions on this one. 

Mr W.J. JOHNSTON: That is because it is such a complex issue. 

The CHAIRMAN: Yes, sure. 

Mr W.J. JOHNSTON: What was the basis of the Western Australian Treasury’s estimate for the last out year in 
the budget papers if the commonwealth did not tell it something about what that year was going to be, because 
that was not in MYEFO? 

Mr M.A. Barnes: From recollection, the member is correct. When we did our budget, the last out year we had 
from the commonwealth was 2016–17. We had to derive a figure for 2017–18 from the national GST pool, so we 
escalated the 2016–17 national GST pool by the rate it was forecast to increase from 2015–16 to 2016–17; we 
just continued that rate of escalation into 2017-18. 

Mr M.H. TAYLOR: I refer to table 1 on page 18 of budget paper No 3. Could the Treasurer provide an outline 
of the economic forecast for annual growth in this state, and what the government is doing as our economy 
transitions from business investment to export-driven growth? 

[10.20 am] 

Dr M.D. NAHAN: I thank the member for Bateman for the question. Western Australia goes through these 
periods of commodity-driven cycles in terms of its economy. Over the last period of time—almost 10 years 
now—we have been going into what one would call a super cycle. I found outstanding in the data that Treasury 
provided me that if we calculate the total mining resource sector investment plus associated infrastructure, there 
has been $580 billion invested in the state to date over the past seven years; it is phenomenal. I might add that 
investment is still high; it is coming off from a high rate, but it will not drop precipitously. Private business 
investment, which has been driving the economy to a great extent, is coming down. Over the next five years, 
including this year, it is forecast that there will be a little less than a 30 per cent drop in business investment. 
There is also slowing in the employment market in terms of both wages and total employment, and those two 
things in particular are having an impact on the pace of the economy; not so much the gross state product, the 
overall economy, which is slowing. Over the past few years it has been seven per cent, then five per cent. It is 
down to 3.75 per cent this year, and it is forecast to go down to 2.75 per cent but then increase slightly after that. 
State demand, which is the pace of the domestic economy, excluding exports and imports, is slowing to a very 
low level; in fact, no growth is forecast for 2014–15. This is impacting on our revenue flows and the pace of the 
economy.  

The government is doing a number of things. Firstly, we have a very large capital works program and that is, to 
some extent, replacing the decline in private business investment. We are facilitating the overall growth of the 
economy also through this program and at the same time we are responding to the slowing of the economy and a 
slowing in our payroll tax and other tax bases, which is impacting on our budget. 

Ms R. SAFFIOTI: When was the last time state final demand was zero? 

Dr M.D. NAHAN: I think it was 2001. 

Ms R. SAFFIOTI: It was 2000–01, as I recall. That was when we actually had a technical recession, as I 
understand it. 

Dr M.D. NAHAN: As the member will know, our economy has changed quite a bit since then. A technical 
recession is two consecutive quarters of negative growth in GSP; we would struggle to have a technical recession 
in this economy, given that exports are growing very rapidly. 

Ms R. SAFFIOTI: It would depend on how badly business investment falls. 

The CHAIRMAN: These interjections are making it very difficult for Hansard, so let us just go back and forth, 
thanks. 

Dr M.D. NAHAN: I think in 2000–01 Western Australia did go into a technical recession; we are not there now. 
Our growth of 2.75 per cent is, I think, still above the national rate, and it is forecast to go up. State demand is 
not forecast to be negative, but it is zero. It is slow this year and will be slow in 2014–15, and is increasing at a 
slow rate. 
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Ms R. SAFFIOTI: The changing nature of the economy means that business investment is a far greater 
employer of people than, for example, pure exports, so some of the outcomes of zero state final demand could 
similarly reflect the employment outcomes of a technical recession. 

Dr M.D. NAHAN: Yes, there is no doubt about that. The forecast for employment growth was 3.5 per cent in 
2012–13 and down to 1.5 per cent this year and next year. The unemployment rate was 4.4 per cent and is now 
up to 5.5 per cent. I also read somewhere about the LNG sector that for every person employed in the operating 
phase, in the construction phase it is between 13 to 16 people. But I must emphasise that business investment is 
high; right now it is in the vicinity of $75 billion, and in the out years of 2017–18, it is still forecast to be 
$55 billion. 

Ms R. SAFFIOTI: But it is dropping significantly. 

Dr M.D. NAHAN: Yes, it is dropping from a very high rate to a high rate, in this state’s history. Back in 2002, 
business investment was one-fifth of what it will be in 2017–18. 

Ms R. SAFFIOTI: Yes, but the point is that the population was a lot lower. 

The CHAIRMAN: I would just like to remind the member that when she has a further question, she should say 
“further question” and then ask the question, rather than going directly backwards and forwards. Thanks. Did the 
member for West Swan ask for the call on a new question? 

Ms R. SAFFIOTI: I ask a question in relation to freight link funding, under “Commonwealth Grants”, page 102. 
There is a bit of confusion about the total amount from the commonwealth, state and private sector, and there is 
also a lot of confusion about the timing. As I understand it, the total freight link project cost $1.6 billion, of 
which about $950 million is coming from the commonwealth. Can the Treasurer clarify the funding split for 
freight link? 

Dr M.D. NAHAN: Firstly, it is not referred to in our budget at all. We did not have full information about it. We 
did what we committed to on this issue, particularly in the context of Roe 8. We have finished the Environmental 
Protection Authority assessment and it is going through an appeal process and, of course, we had some 
discussions with the federal government about the funding of it; all stages of Roe Highway have had 
commonwealth contributions. That was in the process of discussion with the commonwealth at the time the 
budget was brought down and we decided not to put anything in because there is a lot of uncertainty. The 
commonwealth then put a proposal to, and had discussions with, the Minister for Transport—not me, as 
Treasurer—and I am not aware of the full details of that proposal. The Western Australian government has not 
made a decision about its contribution to the proposal put forward by the commonwealth, so until I have that 
proposal in front of me I cannot answer the member’s question. 

Ms R. SAFFIOTI: Yesterday the Premier walked into the committee and said that the state was $800 million 
better off over the forward estimates because of the federal budget, and he referred to a Treasury analysis that 
included funding for Roe 8. Can the Treasurer outline the Treasury analysis that revealed that information? 

Dr M.D. NAHAN: The analysis that I have is that there is a proposal from the commonwealth to fund major 
expansions of Roe Highway and other assets. I cannot provide the details; I suggest that the member talk to the 
Minister for Transport on that proposal. But the flow of funds from that proposal, over the forward estimates, is 
in the vicinity of $866 million, if we agree to it. 

Ms R. SAFFIOTI: So the commonwealth is proposing to give the state government $866 million over the 
forward estimates for a project that will commence in 2017–18 and is to be finished in 2020–21? 

Dr M.D. NAHAN: It commences in 2014–15. 

Ms R. SAFFIOTI: The project? 

Dr M.D. NAHAN: Yes, that is the proposal. The proposal is to start quickly; we have not agreed to it yet, but 
sections of this proposal are already underway or are ready to go. Again, for details on it, the member should talk 
to the Minister for Transport. But there are sections of the road, particularly those related to Gateway WA, that 
are underway, and many of the engineering works and proposals are quite advanced. For instance, Roe Highway 
is very advanced in terms of planning, environmental approvals, route and other issues. As I understand it, one of 
the objectives of this is to get going very quickly on various sections of the road. The planning for the extension 
of Stock Road to the port has been on the books for a long, long time, and the funding for that is already in the 
budget papers and has been, periodically, for at least four years. The anticipation is that, if the state agrees to it, 
we will get going on that very quickly. 

Ms R. SAFFIOTI: Can the Treasurer clarify that that $1.6 billion does not include any of the funding for 
Gateway? 
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Dr M.D. NAHAN: No, I said some of the assets associated with Gateway; Gateway is a separate project. There 
are other investments not associated with Gateway, including lights along various roads that were ready to go. 
We anticipate that if we get the go-ahead on this, investments will flow and we will be ready to go on many 
aspects of this road very quickly.  

[10.30 am] 

Ms R. SAFFIOTI: I have a further question. Is the Treasurer seriously saying that the government will 
commence this project in 2014–15? 

Dr M.D. NAHAN: The member asked me about the estimates in the commonwealth budget papers. 

Ms R. SAFFIOTI: That is what I asked, yes. 

Dr M.D. NAHAN: It includes some money flowing in 2014–15. What I said is that we have not agreed to the 
proposal and that it is not in our budget papers. Until we agree to it, I cannot answer that question specifically. 
The member asked me a question about what is in the commonwealth budget papers and I have answered that 
question. 

Ms R. SAFFIOTI: I have a final question on this matter. By way of supplementary information, could I get 
some information on the revenue flows to the state government from the commonwealth for road projects over 
the past eight years? 

Dr M.D. NAHAN: Yes. I will provide the member for West Swan with data on the contribution from the 
commonwealth for road projects over the last eight years, starting from 2014–15 and going back. 

[Supplementary Information No B33.] 
Mr W.J. JOHNSTON: I have a further question on that. The Premier and the Treasurer have talked about an 
analysis that has been done by Treasury on the impact of the commonwealth budget in respect of the freight link 
project or whatever it is called. What does that analysis show about the net debt impact on WA? 

Dr M.D. NAHAN: The commonwealth has not estimated the impact on state debt. What was the member’s 
question? 

Mr W.J. JOHNSTON: I will ask my question again. Both the Premier and the Treasurer have talked about an 
analysis that has been done by Treasury of the benefit of this contribution to the state budget. What does that 
analysis show about the effect on net debt of this offer from the commonwealth? 

Dr M.D. NAHAN: The commonwealth budget has forecast a revenue flow from the commonwealth to the state 
for the Perth freight link project. We have not agreed to go ahead with the project. We have not done an analysis 
of the total impact on us, nor have we included that in the budget papers. We will, I am sure, make a decision on 
this shortly, but we have not done that yet. Therefore, it is premature to come up with an estimate of state debt, 
and the commonwealth did not provide us with an estimate of state debt. 

Mr J. NORBERGER: I refer the Treasurer to page 38 of budget paper No 3, which shows the wage price index 
by sector. I ask the Treasurer to outline the new wages measures that this government has introduced to limit 
wages growth in the current economic circumstances that are designed to help bring Western Australia in line 
with other jurisdictions. 

Dr M.D. NAHAN: I thank the member for the question. It is one of our bigger challenges. Over the period of 
government to date, our wages expenditure in the general government sector has been growing at 8.1 per cent. 
Wages generally represent 45 per cent of general government recurrent expenditure. That is relative to our 
income growth of 5.9 per cent, so there is a significant imbalance. Over the last four or five years one could 
make a good argument that, in order to get people in front-line services, whether that be health, education or 
whatever, the state government had to pay rates that were comparative with those in both the private sector in 
Western Australia and, of course, interstate. That is what we have done. As the member well knows, Western 
Australia has very high wage rates and very tight labour markets, so over the last number of periods we have 
agreed to very high increases in wages in the public sector relative to the past and to our revenue. As a result, our 
teachers, nurses and doctors are generally the highest paid in the nation. However, going forward, the other states 
have significantly moderated wage growth. All of them have implemented policies of consumer price index 
increases or lower, although I am not sure about Tasmania. Also, wages are moderating significantly in the 
private sector. As we have seen in the last few months or the last year, wage rate growth in the public sector has 
been significantly higher than in the private sector in Western Australia. Last budget we put in place a CPI 
target; that is, when enterprise bargaining agreements come due, we will agree to no more than a CPI adjustment. 
The last budget estimated the CPI at 2.5 per cent; it is now 2.75 per cent for 2014–15 and 2.5 per cent going 
forward. As the member would well remember, we also put the Workforce Reform Bill through this and the 
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other house. That legislation does a number of things. First, it requires the Industrial Relations Commission of 
WA to take into consideration the government’s wages policy and financial position. It also puts in place an 
involuntary redundancy program. Also in this budget we announced that to further bolster the CPI target cap in 
negotiations, if the Industrial Relations Commission allows growth in wages above the CPI without 
compensating trade-offs—trade-offs can be done—we will go to the relevant department and ensure that its 
budget grows by no more than CPI, adjusted for trade-offs of course, and reductions will have to be made in the 
workforce or otherwise to meet that cap. That has been put in there to further bolster our signal to the Industrial 
Relations Commission and otherwise that we are serious and will implement CPI growth in wages. 

Mr B.S. WYATT: I have a follow-up question on that. Can the Treasurer confirm who is leading the EBA 
negotiations on behalf of the government in the cabinet? 

Dr M.D. NAHAN: Hon Michael Mischin, the Minister for Commerce, is the responsible minister through the 
Department of Commerce and Labour Relations. 

Mr B.S. WYATT: I have one further question about the table referred to on page 38 of budget paper No 3 on 
the wage price index by sector. The table shows that when the agreement was done with the nurses in January 
2013, the private sector WPI was declining quite rapidly, yet the public sector wage price index was starting to 
outstrip the private sector. Why did the government agree to a deal with the nurses that was significantly higher 
than the then policy, with an increase of 12 per cent as opposed to eight per cent? 

Dr M.D. NAHAN: I was not the Treasurer at the time. It was in the context of an election. The fact is that the 
government did agree and we have since changed our policy to a CPI-capped increase. 

Mr W.J. JOHNSTON: In his answer to the member for Joondalup, the Treasurer referred to the capacity to 
make compulsory redundancies. What is the budget allocation for compulsory redundancies in the budget that 
has been presented to us? 

Dr M.D. NAHAN: None. As the member will remember from the debate on the Workforce Reform Bill, it is not 
designed to be used on a wide scale. As the Premier indicated, it is not expected to impact a large number of 
people. I do not expect that the government will have to use that facility, because I am very confident that our 
negotiators will negotiate, and the IRC will support, wage increases of no more than CPI. We do not expect to 
use that in a wide-scale manner. I assume that the forced redundancies, if on a small scale, will be covered in the 
budgets of the respective departments.  

[10.40 am] 

Mr W.J. JOHNSTON: On page 288 of the Economic and Fiscal Outlook is a table titled “Public Corporations: 
Revenue to and Expenses from the General Government Sector”. Of course, it is presented only for the 2013–14 
financial year and the 2014–15 budget estimates year. Can the Treasurer provide that information for the out 
years? 

Dr M.D. NAHAN: I urge the member to look at page 293 of budget paper No 3. That table breaks down the 
income tax and dividends over the forward estimates. 

Mr W.J. JOHNSTON: Yes, but it does not include the subsidies. 

Dr M.D. NAHAN: Subsidy forecasts are provided at page 297. 

Mr W.J. JOHNSTON: Can the Treasurer confirm that the reduction in dividends and tax equivalent payments 
and the increase in subsidy for the combined Synergy have changed by about $1 billion over the four years since 
the decision to merge the two entities? 

Dr M.D. NAHAN: Changed in what way? 

Mr W.J. JOHNSTON: There is a $190.3 million reduction in dividends and tax equivalents compared with the 
amounts for the three years that overlap between last year’s budget and this year’s budget—that is, 2014–15, 
2015–16 and 2016–17. There is a $190.3 million reduction in tax equivalents and dividends from the new 
Synergy compared with last year’s forecast for Synergy and Verve, and approximately $800 million extra in 
subsidies for the entity compared with what was forecast last year. Can the Treasurer confirm that that is a 
greater than $1 billion reduction in the net position of the government as a result of the combined Synergy, as 
opposed to what was forecast this time last year during budget estimates? 

Dr M.D. NAHAN: What I will do is put those forecasts together and provide that as supplementary information. 
The member quoted some figures but I have not done those calculations, so I cannot verify that, but I can put 
them together. What I will say is that Synergy, both as a separate entity and as an aggregate entity, is financially 
struggling very badly in the market. As a result, its profit and therefore its interest payments and dividends are 
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declining, and the subsidy levels are increasing. It has nothing to do with the merger. In fact, the merger of 
Synergy and Verve reduced the subsidy somewhat because of efficiencies. 

Mr W.J. JOHNSTON: But it did not. The facts are that the subsidy went up. 

Dr M.D. NAHAN: The member asked me a question and I am answering it, okay? 

The CHAIRMAN: The member for Cannington can ask a further question, if he wishes. 

Mr W.J. JOHNSTON: I will. 

Dr M.D. NAHAN: This is an illustration, not of the merger, but the state of the electricity market and the flaws 
in the structure of the market. I have indicated in this house and other places that we are undertaking a review of 
that market and that we will undertake serious reform of it. The subsidy growth is due to the stagnant electricity 
consumption in the market. There is a decline in consumption on a household basis and prices are low. 
Essentially, Synergy—the new Synergy and the old Synergy before it—underwrote a great deal of the private 
production of electricity in the market, and absorbed the risks. Those risks are now being borne by taxpayers. We 
have not incorporated into these forecasts any major reforms that we will undertake. These forecasts are for 
Synergy and Horizon going forward. 

Mr W.J. JOHNSTON: I am clarifying whether the Treasurer will provide supplementary information. 

Dr M.D. NAHAN: Yes; to clarify, I will provide data for Synergy equivalent to the first table the member 
referred to on page 288 of budget paper No 3, which identifies the operating subsidies and tax equivalent 
dividends rate going forward and compare it with the 2013–14 budget estimates. Is that what the member asked 
for? Of course, they will not be comparable because they are in a different year, but that is a different story. 

[Supplementary Information No B34.] 
Mr W.J. JOHNSTON: It will be comparable for three of the four years. 

Dr M.D. NAHAN: Yes, that is right. I say clearly that we have to be careful about two things with the increase 
in net subsidy. Some of the net subsidy in Synergy is declining in some of the out years, mainly because the 
tariff equalisation contribution, or TEC, is declining. Essentially, the TEC is the payment imposed to subsidise 
Horizon, funded through Western Power, as the member well knows. Synergy bears a good deal of that. The 
TEC is going down because of changes made to Horizon. The subsidy rate of Synergy itself is higher if we take 
out the TEC going forward. Over the forward estimates, the changes to Horizon provide a benefit through the 
TEC to both Synergy and private users to the tune of $175 million over the forward estimates. 

Mr B.S. WYATT: I refer to the “State Government Social Concessions Expenditure Statement” on page 269 of 
the Economic and Fiscal Outlook. I take the Treasurer back to a comment he made earlier regarding concessions 
to seniors when he said that the federal budget has cut $107 million over four years out of those concessions, 
including $25.4 million in the 2014–15 financial year. Can the Treasurer outline the specific concessions that 
make up that $25.4 million? If he does not have that information, I am happy to take it as supplementary 
information. Also, what percentage of each concession is funded by the federal government? 

Dr M.D. NAHAN: We will have to do a lot of work on this, but my understanding is that the commonwealth 
funding for these concessions escalates to about $25 million a year, which applies mainly to seniors but also 
people with a disability and the pensioner concession cards. The government gives that money to the state and 
the state then allocates it. 

Mr B.S. WYATT: To clarify, is the $25 million that the Treasurer mentioned a set figure? 

Dr M.D. NAHAN: It is an agreed figure that the commonwealth provides. 

Mr B.S. WYATT: Is it not so much, “This is our concession, feds; you fund 30 per cent” but just a figure? 

Dr M.D. NAHAN: There are two things. The federal government gives us $25 million or thereabouts for these 
concessions. It does not target specific concessions. At the same time, we use the federal government pensioner 
cards as the criterion for eligibility. Let us put aside the eligibility issue. In 2014–15, the Western Australian 
government expects to spend $380 million on these concessions. 

Mr B.S. WYATT: Seniors concessions. 

Dr M.D. NAHAN: There are concessions for seniors and pensioners. We will spend $380 million and this 
$25 million is about seven per cent of total expenditure. We, the Western Australian government, have no 
intention of changing the volume of money or the allocation of that money over the next year or so. We do not 
have a policy to change anything to do with that. 

Mr B.S. WYATT: Is that for the 2014–15 year? 
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Dr M.D. NAHAN: Yes. We will have to look at it because besides the money, the commonwealth has 
announced changes to certain eligibility criteria for the health card and others. We have not yet worked out how 
that will impact on eligibility. We will have to review that. 

[10.50 am] 

Mr B.S. WYATT: Presumably, that is taking place now. 

Dr M.D. NAHAN: Yes. There are a lot of changes in this budget, which we are trying to drill down to, but we 
will have to go back and look at the impact of changes in the commonwealth policy on eligibility. The 
$107.6 million reduction in commonwealth funding to the state of Western Australia, and certain concessions for 
pensioners and those who hold Seniors Cards, is about seven per cent of the total amount expected over the four 
years. Therefore, the impact will not be huge, but the supplementary changes to the eligibility criteria for certain 
cards could have a significant impact on certain people. We will look at those. For instance, one that I read about 
was—maybe the Under Treasurer can be more specific about some of the changes—that the asset test for 
eligibility to hold a commonwealth Seniors Health Card was increased, and we have to look at that.  

Mr B.S. WYATT: Just a follow-up question to the Treasurer. One of the other changes was in respect of the 
aged-care payroll tax supplement. Now, that is a federal government, as I understand it, reimbursement of 
payroll tax payable to the state for aged-care providers. I was interested to note that the spokeswoman for the 
federal Minister for Social Services, Kevin Andrews, when talking about removing that rebate, which was a 
significant savings in the federal budget, stated — 

The states and territories are free to exempt aged care providers from the tax if they choose. 

Was the state given notice of or consulted about the removal of that rebate? Is it the Treasurer’s intention to fill 
that void created by the federal government for aged-care providers? 

Dr M.D. NAHAN: I was not approached; that is not surprising as it is the federal budget. Aged care, as the 
member well knows, is very diverse in terms of its ownership structure. My understanding is that a large number 
of non-profit aged-care providers and local government are exempt from payroll tax already. There is also a 
maximum payroll exemption. I think it is $800 000 after our budget, but it does not apply across the board. I 
have not been briefed on this issue, but we will look at it. Maybe, the Under Treasurer can add to that. 

Mr M.A. Barnes: Yes, I can confirm that we had—that is, Treasury—no advance notice of that decision in the 
commonwealth budget. The Treasurer is correct that aged-care providers who operate as not-for-profit providers 
and who qualify as a public benevolent or charitable institution already qualify for a payroll tax exemption. The 
commonwealth, some years ago, decided to provide a payroll tax supplement for the for-profit aged-care 
providers who are subject to payroll tax. It has now removed that supplement for the full-profit providers. The 
question then to be raised is whether the state would consider a payroll tax exemption for those for-profit 
providers; it is obviously a policy matter for the state government to decide. 

Ms R. SAFFIOTI: I want to go back to the concessions, because I am not 100 per cent sure. With some 
$25 million less from the commonwealth, will the Treasurer still continue to provide the same concessions he 
was planning? 

Dr M.D. NAHAN: Two things: the pool of money that we have allocated for 2014–15 is $380 million—we 
estimate. It depends upon demand, too, so there is some uncertainty in that. Of that $380 million, $25 million 
came from the commonwealth. That will not be there—okay? 

Ms R. SAFFIOTI: Yes. 

Dr M.D. NAHAN: We will look at eligibility. We will have to assess the impact and what will change. The 
greater concern I have is not so much the $25 million, but the eligibility changes the commonwealth has also 
made and how that will impact on people. For instance, on my reading of it, holders of the commonwealth 
pension Seniors Health Card could be significantly impacted, and we used that as a criterion for excess eligibility 
for concessions in many areas. We just have not done the calculations. We might have to make some policy 
changes to increase, supplement or alter the eligibility—I do not know. But our intention is that we will continue 
to provide concessions to the tune of $380 million, and perhaps we will have to adjust the expenditure down to 
recognise that there is less money from the commonwealth. But how we do that, and how it flows out, I simply 
do not know. 

Ms R. SAFFIOTI: I have a further question, just clarifying that the Treasurer will reduce it—I am just trying to 
understand what he is saying. Some $25 million is cut. He says he will not cover that with the state budget, and 
that is what the Premier confirmed yesterday? 

Dr M.D. NAHAN: Yes. 
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Ms R. SAFFIOTI: The government will not inject another $25 million to cover that. So the amount the 
government is paying out in concessions will have to fall next year, and it can only fall by two ways—that is, a 
person’s eligibility changes or the government reduces the amount per subsidy. Is the Treasurer telling me that 
over the next month and a half, he will be checking the eligibility changes of the commonwealth and tightening 
the eligibility for state concessions—such as water rebates or other sorts of local government rebates—by 
30 June? 

Dr M.D. NAHAN: We have a policy that if the commonwealth cuts a program, in this case by $25 million this 
year, we do not make it up. 

Ms R. SAFFIOTI: Sure. Because the commonwealth government is just cutting from a global amount, it is 
leaving it to the Treasurer to make the decision on what he will do, 

Dr M.D. NAHAN: Exactly; I accept that. The question is then how will we allocate that $25 million? We have 
not done that. My concern is that if we accept it without change—that is, the changes in the commonwealth’s 
health card eligibility; I have not done the numbers—and if we implement it , we will see a substantial reduction 
in the eligibility for these programs. 

Ms R. SAFFIOTI: More than $25 million. 

Dr M.D. NAHAN: Yes, more than $25 million. We will have to work through that. It is not our intention to 
change the eligibility. Our intention is not to backfill the $25 million. The commonwealth withdraws 
$25 million; we will not backfill that. However, the real issue for me is $25 million; that will lead to some 
$25 million less in concessions. My concern is the eligibility. We might have to use different criteria for 
eligibility than we use now for the commonwealth’s pensioner health card. 

Ms R. SAFFIOTI: A final question. I can understand — 

The CHAIRMAN: The final one. 

Ms R. SAFFIOTI: The Treasurer does not intend to save money from this process. He does not intend to go 
beyond the $25 million in cuts, but I put to the Treasurer that it will be very difficult to change the eligibility to 
get just the $25 million. If the Treasurer does not cut the payments—the payments will be easy to reach 
$25 million because it is just a mathematical equation, but to change the eligibility just to save $25 million in six 
weeks is a very difficult thing to do. 

Dr M.D. NAHAN: Yes, it affects this whole area of concessions and eligibility and the demand for them. Some 
of them have not been taken up in the past so it has been hard to predict. I might add that the eligibility criteria 
changes do not come into effect until January 2015, so we have some time here. 

Mr S.K. L’ESTRANGE: I refer the Treasurer to pages 62 to 68 of budget paper No 3. Given that the total 
public sector net debt is projected to be $24.9 billion in 2014–15, can he outline what this funding has been used 
for, and what has been done to limit the growth in debt levels? 

[11.00 am] 

Dr M.D. NAHAN: I thank the member very much. This is a major topic. Over the last five years, we have 
undertaken a very large capital works program. To a large extent, other than funding from the public trading 
enterprises, which use retained earnings to fund the program, and, of course, some commonwealth money from 
various projects, particularly roads and housing, we have funded it through debt. So our debt has increased 
significantly over that time in concert with our large asset program; namely, over $30 billion of new assets in 
Western Australia. 

The largest source of debt is in fact Western Power. Western Power represents 30 per cent of our total stock of 
debt. Our next largest source of debt is the Water Corporation. After that it is the Public Transport Authority. 
This is debt and it has to be adjusted for retained earnings, in other words. Once we add those two together, they 
represent in excess of 50 per cent of our debt, and they have been growing rapidly. Another major source of debt 
has been land acquisition for developments by the Metropolitan Redevelopment Authority and LandCorp. They 
have been very active in the land development market, acquiring land for industrial and other purposes at 
Latitude 32 down south and in Kwinana for an eventual outer harbour, and we have also expanded de facto. The 
consolidated fund is not allocated to specific projects, so it is hard to get a breakdown of the consolidated fund’s 
debt in relation to specific projects. However, the largest expenditure clearly has been in health; we have 
systematically gone out and redeveloped the health system. We have also undertaken major investment in 
schools, and continue to do so, with $1.2 billion allocated over the forward estimates. We have therefore 
systematically gone through and redeveloped schools and hospitals. We continue to invest massively in Western 
Power and Water Corp. Western Power’s investment was in part due to major expansions in demand, including 
the mid west transmission facility, and of course making up for a lack of investments in previous years—
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previous decades, I might add—particularly in poles. We have also had a very rapid development in household 
and industrial demand—and Water Corp in the same way. In last year’s budget the change led to savings in the 
vicinity of $8.9 billion beyond the forward estimates mainly. In this budget we have put in place reforms and 
changes that reduce debt by another $2 billion. We have announced an asset sales program, the proceeds of 
which will be used to either lay off debt or slow the growth of debt. 

Mr W.J. JOHNSTON: Could the Treasurer outline for us the growth in general government sector debt? 

Dr M.D. NAHAN: Net debt? 

Mr W.J. JOHNSTON: It is in the general government sector debt, not in the government trading enterprises. 

Dr M.D. NAHAN: Yes, it is in here. Page 218 of the Economic and Fiscal Outlook, which is the last general 
government balance sheet, indicates at table 1.2 that net debt in 2014 is $7.4 billion and growing towards 
$13.3 billion in 2017–18. 

Mr W.J. JOHNSTON: In that regard, therefore, growth from the 2013 actual at $4.742 billion to the forward 
estimate in 2018 of $13.297 billion is 8.5 per cent. 

Dr M.D. NAHAN: Yes. 

Mr W.J. JOHNSTON: That is actually where the increase in debt is occurring over this budget period, rather 
than in the GTEs. 

Dr M.D. NAHAN: Let us go to the non-government public corporations balance sheet and go back to 2013 
where the member started the comparison. Total net debt for the non-financial public sector was $20.2 billion. It 
will grow to $32 billion over the forward estimates by 30 June 2018. 

Mr W.J. JOHNSTON: What page is that on? 

Dr M.D. NAHAN: It is on page 224. 

Mr W.J. JOHNSTON: The Treasurer is saying that the net debt position — 

Dr M.D. NAHAN: No, let me go back and correct that. Go to page 221. 

Mr W.J. JOHNSTON: Yes, page 221 is the page I was actually looking at. The Treasurer is therefore putting 
up general government sector debt by 8.7 per cent, or whatever I just said, and putting up GTEs by three per 
cent. 

Dr M.D. NAHAN: Yes. Most of the growth in debt over the last year and going forward is in the general 
government sector. 

Mr W.J. JOHNSTON: So, when the Treasurer said that the growth in debt was related to Western Power 
spending on the network, that was not right. 

Dr M.D. NAHAN: No. 

Mr W.J. JOHNSTON: The figures show that that is actually incorrect. 

Dr M.D. NAHAN: The member asked a question about the stock of debt of $24 billion, as it is estimated to be at 
30 June 2015. 

Mr W.J. JOHNSTON: Yes. 

Dr M.D. NAHAN: We estimate that a third, 30 per cent, of that will be made up by Western Power. The 
question was: where did the stock of debt come from going forward? 

Mr W.J. JOHNSTON: Yes, but the growth in debt is not from the GTEs. 

Dr M.D. NAHAN: I am not arguing that. 

The CHAIRMAN: Member, just let the minister finish his answer. 

Dr M.D. NAHAN: I went through that. Yes, a third of our debt this year right now is in Western Power. It will 
be growing. A large amount of its borrowings are funded internally but there is a large borrowing. Going 
forward, the growth in debt is in the general government sector driven primarily by health. I may get the Under 
Treasurer to comment on that very large growth in debt in 2013–14, but I imagine expenditure from Fiona 
Stanley Hospital will be coming through. The member would recall that the previous government put a lump of 
money together in a fund to fund Fiona Stanley. That has been drawn and it affects net debt. As payments for 
Fiona Stanley have become due, we have drawn down funds and borrowed additional funds to pay them. That is 
a major commitment. 
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Mr B.S. WYATT: Just to follow-up, I note that the point is made that net debt in the general government sector 
will grow to 45 per cent of total net debt by 30 June 2018. Last year in the budget papers there was a 10-year 
projection that net debt held by the general government sector—from memory—would grow by 2023 to 60 per 
cent of total net debt. Why is that long-term projection not in this budget, or have I missed it? 

Dr M.D. NAHAN: No, we did not put it in there. 

Mr B.S. WYATT: Are we able to get that by way of supplementary information? 

Dr M.D. NAHAN: Treasury has not updated it. 

Mr B.S. WYATT: Is Treasury able to update it? 

Dr M.D. NAHAN: That was put together in the context of putting the arguments for the net change in the fiscal 
action plan with and without; I think that was the context in which it was delivered. 

Mr B.S. WYATT: I think it was, yes, but it shows — 

The CHAIRMAN: Does the member have a further question? 

Mr B.S. WYATT: Yes, just an exchange on this issue. There were two different projections: without the fiscal 
action plan and with the fiscal action plan. 

Dr M.D. NAHAN: It also makes certain assumptions that the government has not made about the continuation 
of borrowing beyond the forward estimates. In some cases there is a tail of commitments beyond the forward 
estimates capital works. How far out did the member go in that forecast? 

Mr B.S. WYATT: It went to 2023; 10 years. 

Dr M.D. NAHAN: It went to 2023. Treasury had to make certain assumptions about capital investments that 
were not made by the government. Treasury did the best it could in forecasting that but I am not across the 
detail of those assumptions right now. We did not put it in this budget, and Treasury, I am just told, has not 
updated that. I would have to see what Treasury’s assumptions are and whether it would be worthwhile to make 
another forecast.  

[11.10 am] 

Mr B.S. WYATT: Of course everyone acknowledges the difficulty of forecasting out 10 years to 2023. 

Dr M.D. NAHAN: Especially on capital works programs that are dealing with issues that are not on their plate 
right now. 

Mr B.S. WYATT: I accept that. But the government made the decision to include that in last year’s budget. So I 
am surprised that it was removed this year. Is there any way that, by way of supplementary information, 
Treasury can update that, on the same assumptions that were made last year, because now that the government 
has put a long-term projection into the public debate, it would be quite useful to continue with that point of 
comparison? 

Dr M.D. NAHAN: It was put into the last budget, from memory, to show the comparison of no change versus 
the fiscal action plan. That had very long-tail impacts because, without change, the debt was growing very 
rapidly, driven by large current account deficit assumptions. I have not gone in detail into the assumptions that 
were made underneath the fiscal action plan, but I think as a comparator it was useful to compare no change and 
the fiscal action plan. However, I am not sure that it is a useful attempt to show what we think will be the 
outcome beyond the forward estimates. I will have to consider that. I am not going to commit to Treasury doing 
those forecasts right now, because I do not know what the assumptions were, and we are not now looking at a 
comparator to change or no change. 

The CHAIRMAN: Member for West Swan, do you have a further question on this, or do you want to move on? 

Ms R. SAFFIOTI: We can move on, Mr Chairman, but thanks for the opportunity to talk about debt, member 
for Churchlands. That was very, very interesting. 

I refer to page 612 of budget paper No 2. Basically, I am looking at the work that is done by the Office of 
Strategic Projects. In relation to the Perth Stadium project and the ability to get access to the former top, as I 
understand it, nine holes of Burswood golf course, who led the negotiations about paying compensation to Golf 
West for access to that land? 

Dr M.D. NAHAN: The Department of the Premier and Cabinet. 

Ms R. SAFFIOTI: Where is the funding found for the payment of compensation for that land? I know there are 
issues about commercial confidentiality around the payment made to Golf West, and I suspect the Treasurer will 
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give me the same answer as everybody else has given me in relation to that issue. But was an agency 
supplemented for that compensation amount; and, if so, which agency was supplemented for that amount? 

Dr M.D. NAHAN: There was no supplementary funding provided. I am advised that we would have to check on 
that and get back to you on it. 

Ms R. SAFFIOTI: As supplementary information, we are looking for the agency that funded the Golf West 
compensation payment. 

The CHAIRMAN: Is the minister happy to provide that by way of supplementary information? 

Dr M.D. NAHAN: Yes, the agency, and how it was funded. 

Ms R. SAFFIOTI: Yes, how it was funded, given that there was no supplementation given. 

[Supplementary Information No B35.] 

Ms R. SAFFIOTI: Klemap Pty Ltd is another third party that required compensation for the payout of its 
account. As I understand it, Klemap ran the catering for that little centre—where my good friend got married—at 
Burswood. What agency paid that compensation, and how was it supplemented? 

Dr M.D. NAHAN: It was the same process, and we will answer that in a further supplementary. 

The CHAIRMAN: Can the minister clarify what supplementary information he will be providing? 

Dr M.D. NAHAN: We will provide information on what agency in government provided compensation to that 
group, if in fact it did provide compensation. 

[Supplementary Information No B36.] 

Ms R. SAFFIOTI: I also have a question in relation to the compensation payment to Allia Venue Management 
and the presentation of this in the budget documents. As I understand it, $8 million has been given to the 
Department of Sport and Recreation for the termination payment. But there are two factors that have not been 
shown in the budget papers. The first is the $1.3 million for the second stage of the compensation for the upgrade 
to the ground. The second is funding VenuesWest for taking over nib Stadium in a couple of months. Those are 
both decisions that have been made. There may be some debate over the margins, but they are decisions made 
and expenses incurred. So why are they not shown in the budget papers? 

Dr M.D. NAHAN: I can answer the question about VenuesWest taking over the facility. There was an extensive 
discussion at cabinet about whether any additional money should be provided for VenuesWest to take it over. It 
is a commercial venture, and it was run on a commercial basis prior to that. Cabinet made the decision, and that 
decision will be announced in the fullness of time. The decision not to provide VenuesWest with additional 
money to take over the venue was made very recently by cabinet, and after the budget, and it will be announced 
by the minister in the fullness of time. As to the other sum of $1.3 million, I think the member will have to ask 
the Minister for Sport and Recreation. We do not know anything about it. 

Ms R. SAFFIOTI: I did ask the Minister for Sport and Recreation, but we do not seem to get very far with him. 
This is a decision that was made alongside the $8 million. The $8 million is represented in the budget, and it is in 
2013–14. As I understand it, the $1.3 million relates to the 2013–14 financial year. It does not even relate to the 
2014–15 financial year. It is a result of the compensation for the pitch upgrade of nib Stadium. I cannot 
understand why DSR or Treasury did not put that money in the budget papers. 

Dr M.D. NAHAN: My advice from Treasury is that it does not know anything about the sum that the member 
just referred to. Treasury was not asked for supplementary funding for it, and therefore it is not in the budget to 
my knowledge. 

Ms R. SAFFIOTI: In the compensation discussions led by Peter Conran from the Department of the Premier 
and Cabinet with all these third parties, does Treasury have any involvement? 

Dr M.D. NAHAN: I cannot answer that. 

Ms R. SAFFIOTI: The Treasurer can answer it if he asks—just ask. 

Dr M.D. NAHAN: No. First of all, it relates to that specific negotiation. Other negotiations clearly Treasury has 
involvement in. The question is did Treasury have participation in that specific one. The answer is no. 

Mr J. NORBERGER: I refer to page 113 of budget paper No 3 and the table headed “Key Assumptions: 
Royalty Income Estimates”. We obviously understand that these assumptions are very important in formulating 
the budget, in particular with regard to the iron ore price. Can the Treasurer provide an outline of the iron ore 
prices that have been forecast by Treasury, and Treasury’s opinion on the market outlook, and obviously also the 
impact on the state budget of those assumptions? 
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[11.20 am] 

Dr M.D. NAHAN: That is a good question. We rely on iron ore royalties per se. Royalties account for 22 per 
cent of our total income, and iron ore royalties account for about 19 per cent, if my memory is correct. That has 
grown from almost nothing 10 years ago to 19 per cent. Of course, the way that the Commonwealth Grants 
Commission works means that this very large growth in iron ore royalties has been offset by a reduction in our 
share of the GST, so we have become exceedingly reliant on iron ore royalties. In years past, iron ore contracts 
were medium-term contracts of three years or so, with the volume and price determined, and that was very 
predictable. However, from 2008 to 2010, the industry shifted to spot-market pricing. This is a very immature 
spot market, with very limited forward sales and an inability to hedge, so it is a highly volatile price. For 
instance, in 2013–14, the price of iron ore varied by $US40 a tonne, or about 30 per cent. Treasury has come up 
with a very complex, necessary and rigorous forecasting approach for the iron ore price. It is also sold in United 
States dollars, and the US exchange rate, particularly in small ranges, is notably hard to predict. I would like 
Treasury to give an outline of its methodology for forecasting. I am sure that members opposite are also 
interested in this, and it might take some time. All I can say is that, within that highly volatile range in Australian 
dollars, Treasury has been remarkably accurate over the past few years in predicting both the effective spot 
market price and the exchange rate over time. Is the member interested in the methodology? 

Mr J. NORBERGER: Intimately so. 

Dr M.D. NAHAN: The acting Under Treasurer. 

Mr M.A. Barnes: I will elaborate on that answer a little. When we locked down the budget numbers at the cut-
off date of 14 April, the spot price of iron ore was $US117 a tonne; today it is about $US98 a tonne. The fall we 
have seen in the past month has been since the cut-off date for the budget numbers. That fall is obviously not 
particularly helpful, but it is not unusual. In 2012–13, the iron ore price fell from around $US135 a tonne in early 
July 2012, to a low of $US87 a tonne in early September. That was a fall of around $US48 a tonne in just two 
months. Within three months of dropping to that low of $US87 a tonne, the iron ore price rebounded to exceed 
$US150 a tonne. Within the space of three months, it fell $US48 a tonne and then within the space of three 
months, it rebounded by about $US70 a tonne. Over the course of the 2012–13 financial year as a whole, the iron 
ore price averaged around $US127 a tonne, which was, as the Treasurer said, pretty consistent with what 
Treasury had forecast, but with a variance of $US72 a tonne around that average. It was a massive short-term 
variance. What matters for forecasting purposes is the year average. We fully expect, and we are seeing it now, 
significant volatility around that year average. So long as the year average at the end of the 2014–15 financial 
year comes in close to what we are currently forecasting, that is what matters. We fully expect to see that 
volatility; in fact, the price weakness that we saw in September 2012 when the price fell to $US87 a tonne 
reflected similar factors to what we are seeing now, with softer demand for steel in China and relatively high 
levels of iron ore stocks in Chinese ports. We are seeing similar factors now; it is a cyclical thing. We will see 
those things unwind. My view is that the market has overreacted currently and that we will see the price rebound 
in coming months. 

In terms of our methodology, we finalise the budget numbers in early April—as I said, 14 April was the cut-off 
date. We have actual spot prices for the nine months of the financial year up to the end of March. We take the 
average of those nine months’ worth of spot prices and for the last three months of the financial year—April, 
May and June—we take forward contract prices. Then we average the nine months’ worth of actual spot prices 
and the three months’ worth of forward contract prices and we get a year average for the 2013–14 financial year. 
That forms our starting-point price assumption. From there, we transition down in a linear way to a long-run 
forecast of the iron ore price. That long-run forecast is in 10 years’ time. It is a forecast derived from Consensus 
Economics, which, in turn, comprises about a dozen or so market analysts’ forecasts of where they think the iron 
ore price will be in the long run. We take that current year average and transition it in a linear way down to that 
Consensus forecast. 

Mr B.S. WYATT: Is that done over 10 years? 

Mr M.A. Barnes: Yes, over 10 years. Our price forecast is then effectively spat out as a result of that process. 

Mr B.S. WYATT: I refer to page 76 of the Economic and Fiscal Outlook and the most interesting part of the 
budget—the statement of risks, which refers to the mineral royalty rate review. Treasury notes that there are now 
some significant moneys in the forward estimates that have been booked as revenue from that review. I note the 
answer given by the Minister for Mines and Petroleum last week about those figures when he stated — 

I am aware that Treasury has put some figures in the forward estimates in relation to a possible outcome 
of the review. They are Treasury’s figures; they are not my figures. 

How did Treasury arrive at those figures and is it Treasury’s expectation that they will stay in the budget? 
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Dr M.D. NAHAN: Those estimates were put in there not by the Minister for Mines and Petroleum at that time 
or by Treasury; they were government estimates. They were first derived from a range of issues. I think it was 
decided to go ahead with the review in 2012. The policy for mineral royalties in Western Australia is to try to get 
the royalty rate so that 10 per cent of mine head value is extracted. 

Mr B.S. WYATT: I understand the purpose of the review, but how was that figure arrived at? 

Dr M.D. NAHAN: As I understand it, the review—it is still going on—was undertaken not by Treasury, but by 
the Department of State Development and the Department of Mines and Petroleum. I do not think Treasury was 
involved in the review. The preliminary estimate of government was that there was sufficient scope to adjust 
royalties to refine a movement towards 10 per cent of mine head value and that would lead to a certain flow of 
money, and it put in $180 million as a conservative estimate of that. 

Mr B.S. WYATT: I want to clarify the final point made by the Treasurer. As they are Treasury’s figures, as 
confirmed by the Minister for Mines and Petroleum last week, how were the figures of $180 million in 2015–16, 
$187 million and then $193 million calculated and therefore booked as revenue? There must have been 
assumptions behind those figures. 

Dr M.D. NAHAN: The figure was first put in the forward estimates in 2012. It has not been altered. 

Mr B.S. WYATT: It has been there for a while; that is right. 

Dr M.D. NAHAN: It has been there for a while. As I said, it was put in there by the Economic and Expenditure 
Reform Committee, not by Treasury per se. The figure was decided by the government. It was based on advice at 
the time. There was scope; if royalty rates were adjusted to achieve 10 per cent of mine head value, it would 
raise additional royalty revenue. It then came up with an estimate of that; exactly what it was, I do not know. 

[11.30 am] 

Mr B.S. WYATT: That advice came from Mines, not from Treasury. 

Dr M.D. NAHAN: It was the EERC. I was not at the EERC; I do not know the variety of advices that came 
through it. 

Mr B.S. WYATT: Presumably, that advice did not come from Treasury. 

Dr M.D. NAHAN: I assume it came from Mines. I do not know. The EERC uses a variety of sources of 
information. 

Mr B.S. WYATT: At the very least, the minister can confirm it did not come from Treasury. 

Dr M.D. NAHAN: I cannot confirm that. I was not at the EERC in 2012. 

Mr B.S. WYATT: Mr Barnes might be able to. 

Dr M.D. NAHAN: He was not the Under Treasurer in 2012. I do not have the notes. 

The CHAIRMAN: Member! 

Mr B.S. WYATT: Just one more question. 

The CHAIRMAN: It is fine to ask further questions; I will allow you to ask further questions, but once you 
have asked a question, allow the minister to answer it. 

Dr M.D. NAHAN: The estimates are the estimates of the government. 

Mr B.S. WYATT: When the minister said they were Treasury’s figures, did Treasury not do the work to provide 
the advice to the EERC that it should be $180 million plus $187 million plus $193 million? 

Mr C.J. BARNETT: I cannot divulge the inner workings of the EERC, but I can say that in the context of the 
2013 budget process, Treasury provided some analysis to the EERC on the estimated gap between the 
10 per cent mine-head benchmark and the royalty rates that are in place now. We provided some analysis of that 
gap. The figure of $180 million was decided by EERC based on that Treasury analysis. 

Mr W.J. JOHNSTON: Treasurer, I am very pleased to hear that; so Treasury has done an analysis of what it 
thinks is the true 10 per cent mine-head value. It might have been a back-of-the-envelope analysis, but it has 
been done; that is, the assumptions have dropped out that $180 million. 

Dr M.D. NAHAN: Treasury was asked by the EERC to do an assessment in 2013 in the run-up to the 2012–13 
budget. The $180 million came from those estimates. Subsequently, a review was committed to hone the 
estimates. That is currently underway, led by the Department of Mines and Petroleum and the Department of 
State Development. I might add that the calculation of this mine-head value is based on the production, the cost 
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and the price of minerals. That is how we calculate these things. It varies over time. Since 2012–13 there has 
been some reduction due to volatility in the price of nickel—I am not sure about bauxite—and also gold. 
Treasury did a thorough investigation in the run-up to its 2013 budget based on the information available at the 
time. 

Mr W.J. JOHNSTON: Given that these figures have continued to be included by the EERC in the budget, is the 
government still confident of those calculations that were done by Treasury several years ago but that continue to 
be included in the budget? 

Dr M.D. NAHAN: Yes we are. We are waiting for the final report and we decided to continue it in this budget 
because we were confident with the numbers. When we get the report, we will obviously reassess. 

Mr W.J. JOHNSTON: I go back to the GST assumptions. I refer to budget paper No 3 Economic and Fiscal 
Outlook. On page 102 a table sets out commonwealth grants to Western Australia. Last year’s table on page 95 
of that budget paper—the overlap between the two budgets—shows about $1 400 million extra revenue from this 
year’s estimates compared with last year’s estimates. We are not talking about the information on the difference 
between the commentary by the Under Treasurer on the most recent federal budget, but $1.4 billion of expected 
additional revenue from the GST between the two budgets. I wonder whether the Under Treasurer can explain 
why the estimates went up by such a huge amount. 

Dr M.D. NAHAN: Under Treasurer. 

Mr M.A. Barnes: I refer members to page 48 of budget paper No 3, which provides a reconciliation from last 
year’s midyear review to this current budget. About halfway down page 48 there is a line called “GST grants”, 
which starts with a minus $16.6 million in the current financial year and $356.8 million next year, $536.3 million 
in 2015–16 and $492.4 million in 2016–17 and a total of $1.368 billion over the forward estimates. Have you got 
that line? 

Mr W.J. JOHNSTON: That looks like my back-of-the — 

Mr M.A. Barnes: That lines up with the member’s calculations. That shows that relative to WA Treasury’s 
midyear review forecast of GST revenue, in this budget we revised those forecasts up by those amounts and that 
reflected the outcome of the 2014 Commonwealth Grants Commission update, which we received late February, 
from memory. That grants commission update, which was subsequently agreed by the federal Treasurer, 
recorded a relativity for WA in 2014–15 of 37.6 per cent. In the midyear review, we were forecasting relativity 
of 31.3 per cent, so the actual relativity for 2014–15 came in at less worse than we had predicted in the midyear 
review. That is the impact in that table. 

Mr W.J. JOHNSTON: I do not remember a year when our forward estimate of GST revenue, Treasurer, 
equalled what actually happened. In the year of the budget it is almost always exactly the same. I assume we got 
the Treasury figure from the commonwealth, but it appears that every year I have examined it, the out years 
always underestimate what happens, as has happened here. Is that confirmed by experience? 

Mr M.A. Barnes: It is an extraordinarily difficult thing to forecast with any accuracy. We have to forecast the 
relative spending needs and revenue-raising capacity of every state, not just of WA. It is very difficult to do that. 
I think the member’s assessment is largely correct. I would say in our defence, though, that WA Treasury 
forecasts of relativity across the forward estimate years have, historically, been much more accurate than the 
commonwealth Treasury forecasts. 

Mr S.K. L’ESTRANGE: I refer to pages 103 and 108 of budget paper No 3. Can the Treasurer please outline 
the ramifications of the commonwealth redistribution of resources such as the GST and how that impacts on 
Western Australia and our state budget? 

[11.40 am] 

Dr M.D. NAHAN: The grants commission process goes back to the 1930s and has evolved over time. I do not 
think that when it was set up it ever envisaged there would be the differential we see now, with our GST down to 
37.6 per cent. I might add that Victoria has been whinging lately because it gets less than 90 per cent. From my 
memory, there has never been a variation like this. The system is not working because Western Australia is such 
a high-flyer in terms of income, personal income, tax and royalty rates. That means that we get 37.6 per cent. 
There has been some compensation, of course, in the growth of iron ore royalties. That means that we have 
shifted away from a relatively stable source of revenue—the goods and services tax—to very highly unstable 
royalty payments. It also means that Western Australia is becoming less tethered to the commonwealth. That 
means that credit ratings for states in Australia relative to other places in the world are very high because of the 
federal Commonwealth Grants Commission system. The perceptions of ratings agencies are that if a state gets in 
trouble, the commonwealth bails it out, and if a state has a significant drop in its competitiveness, that is made up 
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by the grants commission. We have two factors. We have high unstable income because of the shift, and also we 
are becoming less reliant on the commonwealth, which is putting pressure on our credit rating. There is no doubt 
about that. There are other factors, but I think that is the major reason. 

What can we do about it? As the Premier quite rightly states repeatedly in the house, the grants commission is a 
body of the commonwealth. The process it uses is owned by the commonwealth, although developed with the 
states and territories. There is no doubt about that. But this system is broken. It really means that we get 
compensation for some investments; for instance, our iron ore industry provides a good royalty flow and helps 
fund the infrastructure, whether it be houses, roads, schools or hospitals, to address the needs of the people who 
work in that industry and who come to this state for that industry. However, liquefied natural gas, except for gas 
in the North West Shelf, which is different, is showing large growth, and there is increasing demand across the 
board for government facilities, whether it be infrastructure, schools or whatnot, but we get no revenue from that 
at all—or very little. We might get some from Browse, if that is developed, but that is into the future. So, there is 
inadequate compensation for our costs. I might add that in the budget paper, I think Treasury does an annual 
calculation—this goes back for some years—of the net contribution of the commonwealth; that is, payments 
from the state, GST and others, net of payments to the state from the commonwealth. This year, there is 
estimated to be a $20 billion transfer to the commonwealth, redistributed largely to other states. This system 
is broken. 

The commonwealth has set up a federation white paper and also a tax paper. It is intent on discussing federal 
issues. There has been a plethora of these inquiries into federalism over the years. The last one was a Greiner–
Brumby inquiry commissioned by either the Rudd or Gillard government; I am not sure which one. Rudd came 
into power in 2007 and committed to do something on this issue. I think he was dissuaded by the global financial 
crisis. But there have been a plethora of inquiries. Very little has been done. The Greiner–Brumby paper 
recommended very little. I believe its major recommendation to us was a change in the treatment of iron ore, and 
in some way that would advantage us, but not overwhelmingly. So, we have capacity to argue on this one and the 
position we have taken. A range of people and organisations are pushing for change to the GST. The one that is 
on the table is the cut-off for online sales. I think the cut-off is $1 000. Other states and the commonwealth want 
to bring that figure down. We are basically saying that there will be no deal on the GST until the allocation of the 
GST is addressed. That is the central issue here. If something happened, God forbid, with iron ore royalties—the 
Chinese may do something and their market in steel may fall apart—it would take three to five years for the GST 
to compensate for that loss, and we have no other revenue streams that can do it. 

Mr S.K. L’ESTRANGE: The Treasurer is referring, obviously, to the vertical fiscal imbalance, and a lot of his 
answer related back to the GST revenue stream to the state. Is there any capacity for Treasury to influence the 
commonwealth with regard to other revenue streams back to the state? 

Dr M.D. NAHAN: We do get what are basically partnership agreements. They used to be called special-purpose 
payments. There are two types. One type of payment goes to the state, and other payments go through the state, 
mainly to local government. They do not count for our purposes to a large extent. There has been some growth in 
these special-purpose payments over the years, particularly in health and education under the Gillard and Rudd 
governments, but those payments have been reduced in the commonwealth’s forward estimates. Quite clearly, 
the statement that the commonwealth is making is that the states should be responsible for raising and spending 
their own revenue, which brings the issue right back to the sharing of the GST. 

Mr B.S. WYATT: The Treasurer referred to the $20.4 billion in the table on page 109 of the Economic and 
Fiscal Outlook. Of that, the personal income tax redistribution amount is $3.848 billion. Has Treasury done an 
analysis of what that does with the deficit tax—the deficit levy that has been introduced? Presumably, that would 
increase the amount of money going from Western Australia to the other states. 

Dr M.D. NAHAN: Given the high-incomes data, Western Australia has substantially higher incomes. 

Mr B.S. WYATT: Exactly. 

Dr M.D. NAHAN: These figures are for 2012–13, and that analysis has not been done. We will do it for 2013–
14 and next year for 2014–15. In two budgets, if that levy still exists, I am sure that it will be factored into the 
figures. 

Mr B.S. WYATT: The Treasurer is exactly right. Presumably, the decision by the federal Treasurer and the 
federal finance minister to impose that deficit levy will take more out of Western Australia, because of Western 
Australia’s comparatively high salaries, and transfer it to other states. 

Dr M.D. NAHAN: Obviously. 
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Ms R. SAFFIOTI: I have a question about land tax. I refer to the key revenue of the government as shown in 
the Economic and Fiscal Outlook. 

Dr M.D. NAHAN: What page is that? If it is just a general question, the member does not need to give me a 
page number. 

Ms R. SAFFIOTI: Yes. When the Treasurer was formerly the finance minister, he announced a review of land 
tax. 

The CHAIRMAN: I am sorry, member. Just to clarify, we need a reference. 

Ms R. SAFFIOTI: I refer to page 101 of the Economic and Fiscal Outlook, which deals with land tax. Last 
year, as finance minister, the Treasurer committed to a review of land tax. I understand that there was a change 
in how the Office of State Revenue administered land tax for properties used for primary production and then 
processing. That meant that a lot of people who were not paying land tax previously were then paying land tax. 
A review was then undertaken. I understand that a draft paper will be released this year. Last night the finance 
minister said that legislation will be brought in before September to change some of that land tax legislation and 
that there will be a cost to the budget. Does Treasury have any estimate of that cost to the budget, given that it is 
planning to bring it in for the 2014–15 financial year? 

Dr M.D. NAHAN: There are just a couple of things. I made an announcement on this a week or so ago. The 
review has been completed and we are going out for consultation. We are changing some of the criteria for 
exemptions in urban areas and whatnot. We plan to bring legislation into the house soon, to take effect in 2014–
15. As to the estimate, Michael Court, the Acting Deputy Under Treasurer, will answer. 

Mr M.J. Court: The aim is to go out to public consultation with a draft bill and seek feedback from, in 
particular, stakeholders who would be affected. The aim is really to streamline the operation or administration of 
land tax on primary producers. The financial impact is immaterial. There will be a report back to government 
with recommendations on the final form of legislation, and any revenue impact will be incorporated in the 
midyear review, but it is unlikely to be material. 

[11.50 am] 

Mr B.S. WYATT: I refer the Treasurer to page 81 of the Economic and Fiscal Outlook. The Criminal Law 
Amendment (Home Burglary and Other Offences) Bill 2014 is obviously an issue of concern for the Treasury, 
which notes — 

The potential financial impact is uncertain at this time and has therefore not been reflected in the 2014–
15 Budget. 

Is Treasury any clearer about the impact of that legislation on the finances and what the likely recurrent spend 
will increase by as a result of that legislation? 

Dr M.D. NAHAN: No. That was discussed at length. We discussed whether it would lead to higher and longer 
incarceration rates, and therefore demand on prisons, or whether stronger sentences would act as a deterrent. 
That is one of the objectives, I think. We came to no conclusion as to what the long-term or medium-term impact 
will be, but we will monitor that and adjust accordingly. 

Mr B.S. WYATT: Correct me if I am wrong, Treasurer: is the decision by Treasury, therefore, to assume no 
financial impact as a result of that legislation, and then allocate the midyear reviews as needed? 

Dr M.D. NAHAN: For many front-line services Treasury has models to estimate the demand for these services. 
They vary from service to service and are based on hard data. If this or other pieces of legislation have an impact 
on the prisoner population or incarcerated population, they will react and Treasury will put in adjusted forecasts. 
The Economic and Expenditure Reform Committee has not come to a conclusion based on advice that we can 
quantify an increase or decrease from this single amendment bill, but we will be monitoring it and will adjust as 
time goes by. 

Mr W.J. JOHNSTON: I will refer the minister to a number of different things. On page 603 of 
budget paper No 2, item 75 is the Public Transport Authority, and that is the grant of money under “Operating 
Subsidy Payments”, which is under “Administered Transactions”. The Treasurer will see that all the other 
organisations there are government trading enterprises. If we turn to page 825 of the same budget paper, we will 
see that the Public Transport Authority is listed as division 74, and it is presented as a budget submission. I draw 
the Treasurer’s attention to Estimates Committee A of last night, during which division 74, “Public Transport 
Authority of Western Australia”, had an appropriation of $94 764 000 recommended at 9.24 pm. How could it be 
that it was dealt with as an appropriation if it is a government trading enterprise, and why is it presented as an 
appropriation if it is a government trading enterprise? 
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Dr M.D. NAHAN: It is listed under division 54 on page 603 under the administered transactions and operating 
subsidy payments because it identifies the subsidy payments to the Public Transport Authority, and most of the 
other ones are public trading enterprises. It does not mean necessarily that the Public Transport Authority is a 
PTE. 

Mr W.J. JOHNSTON: Is it a GTE or is it — 

Mr M.A. Barnes: Technically, the Public Transport Authority is classified as what is termed a “public non-
financial corporation” in our budget framework. Line item 75 on page 603 of budget paper No 2 is the operating 
subsidy paid from the consolidated account to the PTA for the fact that the PTA recovers only approximately 
32 per cent of its costs from fare revenue. This is equivalent to the operating subsidy that we pay to Synergy, for 
example. The appropriation item that I think the member referred to in the PTA’s division is for capital purposes; 
it is a capital appropriation. I am not sure exactly what the — 

Mr W.J. JOHNSTON: I am just trying to clarify exactly what it is. If we look on page 825, which is division 
74, “Public Transport Authority of Western Australia”, which is the one that was approved by committee A last 
night, it has a capital appropriation but also shows expenses and net cost of services. “Net Cost of Services” and 
“Total Cost of Services” are clearly not capital items. If we look at any of the other GTEs, they do not get a 
division number and they do not present their recurrent expenditure, only their capital expenditure. What was the 
government asking the Parliament to vote on last night? 

Dr M.D. NAHAN: I think the issue is twofold. First is the data the member referred to, but second is how the 
Public Transport Authority is treated—is it a GTE or is it in the general government departments or what? I will 
ask the Acting Under Treasurer to answer further. 

Mr M.A. Barnes: As I indicated, technically it is classified as a public non-financial corporation, which is the 
same way that a Synergy or a port authority or Western Power is classified. It is, though, a little different from a 
government trading enterprise; it is not a corporatised GTE that operates under a board like a Synergy does. 

Dr M.D. NAHAN: It reports to the minister. 

Mr M.A. Barnes: It reports to the minister, but it is a bit of a grey area, to be honest, between a general 
government agency and a public non-financial corporation. It is classified as a public non-financial corporation. 
Until a couple of years ago its operating subsidy was directly appropriated to the PTA; now its operating subsidy 
is provided through Treasury-administered transactions to the PTA. That is the change in presentation that was 
made, I think, two or three years ago to highlight that under cost recovery and to try to treat the PTA on a similar 
basis to a Synergy, for example. But I have to acknowledge that it is a little bit of a grey agency. 

Mr W.J. JOHNSTON: Treasurer, what was voted on last night? 

Dr M.D. NAHAN: Again, the PTA is different from Synergy. Synergy gets a subsidy. It is a corporation; it has 
an independent board that is responsible for the outcomes of the firm. The board does not even report to me 
directly. The PTA is different in that it reports to the minister, and the way it is treated here is as, as the Acting 
Under Treasurer said, a halfway house. We voted on an appropriation of sums for the Public Transport 
Authority. That is what I assume division 74 was voted on—total appropriations under division 74 of 
$94.405 million. 

Mr W.J. JOHNSTON: Mr Barnes is correct. As I remember this, two years ago the government was in trouble 
because it would have ended up with a deficit, so it reclassified the PTA as a trading enterprise and not as an on-
budget agency so that it could change the treatment of the outcome of finances. We can go back and have a look 
at the debate that happened at the time. That is fine; the government can do that. But, of course, GTEs do not 
have their budget approved through the budget process and there are no votes on their agency, so there is no 
appropriation. When we did the Western Australian Treasury Corporation and the Insurance Commission of WA 
this morning, they did not end with a vote because we are not appropriating. If this is an on-budget agency, why 
is it being treated differently from other on-budget agencies such as the Department of Transport; and, if it is a 
GTE, why is it being treated differently, with an appropriation approved by Parliament, from Western Power, 
which does not have an appropriation approved by Parliament? 

[12.00 noon] 

Dr M.D. NAHAN: The Public Transport Authority is a statutory corporation answering to the Minister for 
Transport, whereas the public trading enterprises such as Synergy are, as the member indicated, public sector 
corporations, responsible to the board through the Corporations (Western Australia) Act. The accusation the 
member made earlier about the government changing this to three years to hide the deficit is not correct. The 
money appropriated and allocated to the Public Transport Authority, whether into the subsidies or the net 
appropriations indicated on page 825, is completely transparent. It is treated, essentially, as part of the budget 
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sector because it is different statutorily, different in terms of reliance on funding, and different in terms of 
reporting; it reports to the minister, and that is why it is appropriate for it to be treated this way. 

Mr W.J. JOHNSTON: If I could ask a last question: when division 74 was voted on last night—it includes 
expenses, total cost of services and net cost of services—why was it approved by the estimates committee? Why 
did the Treasurer ask estimates committee A to approve those figures? 

Dr M.D. NAHAN: That was essentially the capital appropriation; $94 405 000 was the capital appropriation and 
there was another $359 000 allocated, so it was largely a capital appropriation for the Public Transport Authority 
to undertake agreed capital works programs. 

Ms R. SAFFIOTI: My question relates to the Office of Strategic Projects on page 612 of budget paper No 2 
under the heading “Leads the Planning and Delivery of New Government Buildings”. Can the Treasurer provide 
some clarity into the financial treatment of the cash flows for Perth Stadium? As I understand it—as we were 
informed yesterday—the state government contribution will be 60 per cent of the total stadium and precinct costs 
and 40 per cent will come from the private sector. Can the Treasurer confirm this? 

Dr M.D. NAHAN: That is correct. 

Ms R. SAFFIOTI: As I understand it, there is ongoing expenditure of a 20-year annual payment that will 
include the cost of capital to the private sector, together with the cost of maintenance. Will that be included in 
the budget on an annual basis for the next 20 to 25 years? 

Dr M.D. NAHAN: Yes. 

Ms R. SAFFIOTI: Has any analysis been done to show whether an operating subsidy will be paid each year to 
whoever operates the stadium? 

Dr M.D. NAHAN: I will ask Mr Mann to reply. 

Mr R.D. Mann: Yes, there has, but that analysis is subject to the conclusion of negotiations with the key users—
in particular, football—on the distribution of revenues from the stadium, including the proportion of those 
revenues that return to the users and therefore the profits that they make from their operations at the stadium. It is 
acknowledged that there may be a difference between their expectations and reality in that respect. Our analysis 
to date demonstrates that the stadium certainly can be profitable. The extent to which a subsidy, if any, will need 
to be paid in time will be subject to the conclusion of negotiations with the users. At this point, though, the 
state’s position is that the stadium will generate sufficient revenue to cover the costs of operation. 

Ms R. SAFFIOTI: Does the definition of “profitability” exclude the design, build, finance and maintain 
payment that we will be making over 25 years? Is the government now grouping the cost and maintenance of the 
stadium in one annual payment? There is also the operator. Is the government excluding the annual maintenance 
and capital costs in the definition of “profitability”? 

Mr R.D. Mann: That is correct; apologies. I assume the question is whether the capitalised component of the 
DBFM payment is included in the definition of “profitability”, and the answer is no. On the principle that the 
capital cost of the facility is being met by the state, the capital component of the DBFM payment over the 
concession period of 25 years will not be included in that profitability calculation. 

Ms R. SAFFIOTI: It is capital maintenance, is it not? It is one payment, so the structure of the deal is that the 
private sector pays 40 per cent of the capital cost and has to maintain the stadium as well. 

Mr R.D. Mann: Correct. 

Ms R. SAFFIOTI: At what stage will the government conclude who shall be the successful operator of the new 
stadium? 

Mr R.D. Mann: As the member will be aware, VenuesWest was appointed some months ago as the 
government’s agency. VenuesWest is now developing its strategy and procurement process for the engagement 
of an operator. The government has announced that the operator will be secured through a competitively 
tendered process. We would expect that process to be concluded by the end of 2015, so the operator will be in 
place well before the intended commencement of operations in early 2018. 

Ms R. SAFFIOTI: In relation to the existing Subiaco Oval and the current revenue received from the Western 
Australian Football Commission—which I recall was about $15 million a year, about six years ago—has the 
government given any guarantee that football will not be worse off, and is that included in any of the 
government’s analysis on the cost of operating the new stadium? 

Dr M.D. NAHAN: That is a separate discussion. 



Extract from Hansard 
[ASSEMBLY — Wednesday, 21 May 2014] 

 p320c-345a 
Mr Ben Wyatt; Dr Mike Nahan; Ms Rita Saffioti; Mr Bill Johnston; Mr Matt Taylor; Chairman; Mr Jan 

Norberger; Mr Sean L'Estrange; Mr Colin Barnett 

 [21] 

The CHAIRMAN: Is it a new question? 

Mr R.D. Mann: Sorry; it comes under the authority of the Department of Sport and Recreation. 

Ms R. SAFFIOTI: In determining who should be the successful tenderer for the operation of the stadium, what 
considerations are being given to the financial bottom line of the potential users? For example, when 
Allia Venue Management was chosen as the operator of nib Stadium, there was some significant contention 
about usage charges and other such charges, which has led to the breakdown of the Allia agreement. What 
consideration or prerequisites are being given to usage charges and stadium conditions for future users, 
including football? 

Mr R.D. Mann: All those things are under active negotiation with the users, with an initial focus on football as 
the key user of the stadium. This process is being led by the Department of Sport and Recreation, with support 
from VenuesWest, and the intention is that the key terms of the user agreements, including all of those things 
that the member has mentioned, will be negotiated and agreed to prior to commencing the procurement process 
for the operator, so those conditions would then be enshrined in the operator agreement. The key user agreement 
terms will be negotiated with those users ahead of the operator procurement process. 

Mr B.S. WYATT: I refer the Treasurer to the heading “Western Australian Future Fund” on page 267 of the 
Economic and Fiscal Outlook. Can the Treasurer, either now or by way of supplementary information, give us a 
breakdown of where the future fund is currently invested?  

[12.10 pm] 

Dr M.D. NAHAN: I refer that to the Acting Under Treasurer. 

Mr M.A. Barnes: The current balance of the future fund is around $590 million. The investment breakdown of 
that is published quarterly, I think, on the Treasury website. 

Mr B.S. WYATT: Is that in terms of where that money is being invested? 

Mr M.A. Barnes: Yes, that is right. 

Mr B.S. WYATT: Is that on the Treasury website, not the Western Australian Treasury Corporation website? 

Mr M.A. Barnes: It is on the Department of Treasury website. I think it is updated quarterly. The latest report 
should be for the March quarter. That provides a breakdown by type of investment. For example, of that 
$590 million balance in the fund, about $450 million is held in other state government bonds. 

Mr B.S. WYATT: I might be able to short-circuit the answer. Does the website also have information on the 
year of maturity of those bonds? For example, does it say “Queensland, 10-year bonds”? Is it that sort of 
information? If it does, we can leave this question and I can look it up. 

Mr M.A. Barnes: To be honest, I cannot recall. I do not think so. Of that $590 million balance in the future 
fund, about $450 million is held in other state government bonds, $137 million is held in highly rated corporate 
bonds issued by the big four Australian banks, and $2 million is held in cash. It is predominantly held in other 
state government bonds and highly rated commercial bonds. 

Ms R. SAFFIOTI: I refer back to page 612 of the Budget Statements and to the new Perth Stadium. As part of 
the conditions in relation to the operations of the stadium, will there be a requirement for the operator to pay 
some user charge or rent for the facility to the state government, which will be the owner of the stadium? 

Dr M.D. NAHAN: I ask Mr Mann to answer. 

Mr R.D. Mann: Whilst it is too early in the process to confirm what the terms of that operator agreement might 
be, that would certainly be the expectation, although how that is structured will be very dependent on the 
outcome of negotiations with the users and then the actual structure of the operator agreement. Whilst that is the 
intention, we are a long way from concluding the terms of that operator agreement. 

Ms R. SAFFIOTI: I have a further question. In determining some sort of usage charge, would a percentage of 
turnover be considered? For example, would there be some sort of return on capital for the state? What would be 
the primary objective in trying to determine a usage charge for the operator, which will use the facility to make 
money by selling products? 

Mr R.D. Mann: There are a whole range of variables and methodologies in determining user charges. The 
expectation would be that primary users would be engaged by the operator and those user charges would then be 
channelled back up through the operator as revenue returned to the state to then meet the cost of the stadium 
operations and maintenance. It could be measured in terms of return from membership, general admission, 
sponsorship or food and beverage—there is a whole range of different variables. All those revenue streams and 
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their distribution are at the core of the negotiations with the users that are happening right now. They will then 
need to be embedded into the operator agreement, which at the end of the day will determine who owns the 
revenue and where it flows. 

Ms R. SAFFIOTI: I have a further question. As part of the negotiations, in particular with the consortium that is 
successful in the tender to design, build, partially finance and maintain the stadium, is the government 
considering stadium membership as a way to reduce the capital cost or the ongoing payments to the private 
sector, as the consortium would be able to recover some of its annual costs through stadium membership? 

Mr R.D. Mann: That certainly has been raised and is under active consideration. I will qualify that statement, 
though, by saying that as the member would expect, there is significant resistance from key users. However, it is 
certainly on the table at this point. At the end of the day, it will be very dependent on how all those revenue 
streams flow and the net profitability of the venue. 

Ms R. SAFFIOTI: I have a further question to the Treasurer on nib Stadium. Is the Treasurer aware that the 
operator was paying absolutely no rent or costs to access nib Stadium? 

Dr M.D. NAHAN: No, I have not had any involvement in or information on the operations of nib Stadium. 

Ms R. SAFFIOTI: Is it normal operation for the private sector to access hundreds of millions of dollars of 
government property to make money and to not pay any user charge or access fee to be able to do that? 

Dr M.D. NAHAN: I am not aware of the particulars and whether the statements the member has made are 
accurate. I have no visibility of the terms of the nib operations vis-a-vis Allia Venue Management or otherwise. 
I cannot answer the question; I do not have visibility of it. 

Ms R. SAFFIOTI: As a statement of principle, would it be correct for a private sector operation to access 
government property for free and to make money from its use of that property? 

Dr M.D. NAHAN: There are a whole range of possibilities that we could consider. I am not sure what 
arrangements Allia had with, I believe, the City of Vincent when the stadium was owned by it. 

Ms R. SAFFIOTI: It paid the City of Vincent but it paid nothing to the state government. 

Dr M.D. NAHAN: I do not know the particulars of that, so I will not draw a general policy on a specific 
example about which I know nothing. 

Mr B.S. WYATT: I refer the Treasurer to page 4 of the Economic and Fiscal Outlook, which outlines the 10 per 
cent increase in land taxes from 2014–15 on top of the 12.5 per cent increase in land taxes from 2013–14. 
Interestingly, last year when the government introduced the 12.5 per cent increase, it was stated that it would 
offset lower than expected land values, and to justify this 10 per cent increase the government again says that it 
will offset lower than expected land tax resulting from weaker forecast growth in land values. That initial 
12.5 per cent increase last year was expected to raise $73 million in 2013–14. What is the expected outcome for 
2013–14 from that initial 12.5 per cent increase? Obviously, the government is assuming that it will be 
considerably lower than $73 million. 

Dr M.D. NAHAN: I refer back to page 48 of the Economic and Fiscal Outlook, where it gives details of the 
variations from the time of the midyear review to this budget. The member will notice that the item for “Land 
tax/MRIT” shows a $169.5 million decline over the forward estimates. 

Mr B.S. WYATT: Is that overall land tax? 

Dr M.D. NAHAN: Yes. There was a significant softening in land tax. We increased the land tax last year, as the 
member said. 

Mr B.S. WYATT: That 12.5 per cent increase was expected to generate $73 million for 2013–14. Did that come 
in as expected? While the Acting Under Treasurer is fossicking for that information, I ask: is there an issue with 
the way in which land values are being forecast? 

Dr M.D. NAHAN: We increased land tax by 12.5 per cent last year with an expected gain in 2013–14 of 
$70 million. Clearly, that has not eventuated. As the member saw, “Land tax/MRIT” is down $50.6 million from 
expectations. We forecast a $70 million increase in 2013–14.  

[12.20 pm] 

Mr B.S. WYATT: According to the budget, it was $73 million in 2013–14. 

Dr M.D. NAHAN: That was from the changes in the last budget to the land tax. 

Mr M.A. Barnes: In last year’s budget, we forecast land tax revenue of $657 million, which included the extra 
$73 million from the 12.5 per cent rate increase; so $657 million was the forecast at the time of last year’s 
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budget. We now expect to receive $662 million in 2013–14 from land tax. It is pretty much exactly what we had 
forecast at the time of last year’s budget. 

Mr B.S. WYATT: Just a follow-up question: I am interested in the argument, because the forecast is wrong. The 
Treasurer is increasing tax rates. Looking at the same chart on page 48, payroll tax came in at $543 million less 
than expected. Can we expect a similar argument for a payroll tax increase in the next budget? 

Dr M.D. NAHAN: In that 2013–14 year, we also gave a payroll tax rebate that is not included in here; that was 
an expenditure payment. Our policy in this budget is to increase the threshold from $750 million to 
$800 million—on to $850 million, I believe. Our policy is to reduce the payroll tax. 

Mr B.S. WYATT: Even though it is coming in much lower than expected? 

Dr M.D. NAHAN: Looking at the graph here, going back 10 years until this year, the average growth in payroll 
tax in this state was 12.2 per cent. 

Mr B.S. WYATT: It was very healthy. 

Dr M.D. NAHAN: It was very healthy. It is down to expected growth of four per cent this year, and then six per 
cent or thereabouts in the out years. Payroll tax has been very robust. We helped somewhat repeatedly to 
diminish that growth; it has come down sharply this time. We have shown a clear policy to limit or indeed 
reduce the effective rate of payroll tax. To follow up the member’s argument, looking back at page 48, we see 
the figures for land tax in the out years since the government’s 2013–14 midyear review. After increasing land 
tax by 12.5 per cent in the 2013–14 budget, we made some forecasts for the out years. The member will notice 
that the 2014–15 estimate is now down $50.6 million due to the softening of land values. We used that data to 
justify a 10 per cent increase. 

Ms R. SAFFIOTI: I refer the Treasurer to the Treasury portfolio statement on page 604 of budget paper No 2. 
There is $976 000 in each of the forward estimates for the Western Australian Sports Centre Trust. What is that 
about? 

Dr M.D. NAHAN: It refers to $976 000 from 2015–16 through to 2017–18. That is funding for the operating 
deficit of the Western Australian Basketball Centre and the Western Australian Athletics Stadium. 

Ms R. SAFFIOTI: Fair enough. 

Mr B.S. WYATT: I refer the Treasurer to page 290 of the Economic and Fiscal Outlook. The Treasurer may 
recall the Z tariff, the streetlighting tariff. 

Dr M.D. NAHAN: Yes. 

Mr B.S. WYATT: Last year, that had a budget at 11.8 per cent, but at the time, but the Treasurer may recall that 
at the time he said it would actually be less than one per cent. 

Dr M.D. NAHAN: After GST. 

Mr B.S. WYATT: Will that five per cent be five per cent, and will the Treasurer move to a 37 per cent increase 
in 2015–16? 
Dr M.D. NAHAN: For some time the embedded policy has been to move contestable tariffs to a tariff that is 
cost reflective. Streetlighting in last year’s budget was listed as a contestable tariff. This time, we have shifted it 
to non-contestable, because in reality it is non-contestable—just to clarify that issue. The contestable tariff 
increases shown in the second half of that graph, which are for medium and large businesses, are all cost 
reflective. This time, according to the estimates provided to us, if the streetlighting tariff were to move to a 
contestable, cost-reflective tariff in 2014–15, the increase would have been very substantial. We decided to keep 
that down to a five per cent increase, but in the forward estimates from 2015–16 through to 2017–18, those are 
the estimates of cost-reflective tariffs going forward. The assumption is that we will move in 2015–16 to a cost-
reflective tariff arrangement, but we will make that decision in 2015–16 when we frame the 2015–16 budget. 
Mr W.J. JOHNSTON: On page 290 there is one table but it is in two parts—non-contestable tariff increases 
and contestable tariff increases. Is the Treasurer suggesting that the contestable tariffs shown on page 290 are not 
cost reflective? 
Dr M.D. NAHAN: Could the member ask that question when Synergy comes? 
Mr W.J. JOHNSTON: It is not actually a question I can ask of Synergy. I can only ask it here. 
Dr M.D. NAHAN: Yes. Right now—this is subject to confirmation by Synergy representatives, who are not 
with me right now—the contestable tariff increases shown in the bottom half of that table were restricted to a 
maximum of 10 per cent growth, which means that they are below cost reflective. The 9.9 per cent was cost 
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reflective. The other ones are 10 per cent. I do not have the data in front of me on exactly how much that 10 per 
cent represents. Going forward from 2015–16 to 2017–18, that is the advice provided to me by Synergy as to 
cost-reflective increases. I might add that these are not necessarily tariffs that are agreed to. 
Mr W.J. JOHNSTON: That is right; people do not necessarily pay these contestable rates because they are 
negotiable. The Economic Regulation Authority, in its report on Synergy’s costs of supply, made a 
recommendation to eliminate these tariffs from the budget papers because they do not have direct relevance 
other than as a planning tool. What is the government’s response two years later to that recommendation? 
Dr M.D. NAHAN: The member is right. Last time, all these things were listed in the budget papers as 
contestable tariffs. They are not. We have isolated the real contestable tariffs from the non-contestable tariffs, 
and we will look at whether or not we list these contestable tariffs in the budget papers going forward. I wanted 
to show the changes that were made for the sake of transparency. It is very strange, but I was told that across 
electricity in the national energy market, there is a need to have a contestable tariff as a starting point for 
negotiation, or some buyers just want a tariff. With all of them, there is a need to put those tariffs there, but we 
are moving towards cost-reflective tariffs next year, and they do not need to be in the budget going forward. 
Synergy will continue to be the provider or offerer of these tariffs, but that is open to competition. We will look 
at that next year. It is a valid point. 
Ms R. SAFFIOTI: My question relates to page 604 and the line item “Tariff Migration Cost to Schools”. It is 
just above the “Western Australian Sports Centre Trust” line item. Footnote (n) at page 606 states — 

Beyond 2014–15, Horizon Power will cease the provision of the Tariff Migration Subsidy that is 
provided to various entities and implement cost reflective bilateral contracts. 

An amount of $5 million is being provided, obviously to help the education department mitigate the new cost-
reflective contracts. Which other entities, both government and non-government, will be impacted by that 
change? 
[12.30 pm] 
Dr M.D. NAHAN: This is again an issue for Horizon Power and was made in last year’s budget. I will read it 
and summarise it for the member. The information I have to hand refers only to the Department of Education, 
and it notes that in the move some assistance—$5 million—will be given to the Department of Education if it 
needs it. It does not state to which other private or public agencies it applies. I am sorry, I cannot answer the 
member’s question. 

Ms R. SAFFIOTI: We can ask that of Horizon. 

Dr M.D. NAHAN: If the member wants to ask Horizon, it will be here this afternoon and will answer that 
question. 

Mr B.S. WYATT: I refer to page 246 of the Economic and Fiscal Outlook and the breakdown of the operating 
revenue of the government. On 24 April the Treasurer was quoted in The West Australian as saying that he 
would like to get rid of transfer duty and that he was considering a broad-based property tax. Is Treasury 
currently considering moving from reliance on transfer duty to a broad-based property tax? 

Dr M.D. NAHAN: The question in the media came up in the context of the Economic Regulation Authority’s 
microeconomic reform paper, which essentially recommended looking at that. I might add that the Australian 
Capital Territory is implementing it. Conveyancing transfer duty generates a lot of money, $1.8 billion, and land 
tax is $7.55 million; so it would be a big shift, to say the least. 

Mr B.S. WYATT: Is that seven? 

Dr M.D. NAHAN: It is 755. 

Mr B.S. WYATT: It is 755. 

Dr M.D. NAHAN: We are therefore not considering shifting our taxes. The member will remember that when 
the introduction of the GST was first discussed, before the narrowing of the base, transfer duty was one tax that 
was to be eliminated. Transfer duty is by all criteria a very poor tax, although it is a large revenue earner for the 
state. We are therefore in a quandary of having a very poor tax but relying on it extensively for income. I might 
add that the base for land tax is very narrow. We are not currently doing numbers for reforming or changing our 
tax mix or the base of our taxes. Our focus on tax returns is to work with the commonwealth, particularly on 
getting changes to the distribution of GST. It will be interesting to note whether out of that distribution debate a 
refreshing of tax reform occurs, but our focus right now is on working with the commonwealth federation paper 
on tax to get a better share of GST. 
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Ms R. SAFFIOTI: A line item on page 606 refers to “Consultancy Services to Develop a Potential Asset 
Divestment Program”. In relation to the assets being looked at, we were told by Treasury during the Public 
Accounts Committee briefing that desalination plants will not be considered for sale as the government will be 
using a 100 per cent take-or-pay contract and it will therefore have no impact on net debt even if they were sold. 
Is that the case, Treasurer? 

Dr M.D. NAHAN: We looked at a range of Water Corporation assets. One of the criteria, of course, is that asset 
sales would not come off our balance sheet. The advice that the asset taskforce received was that if we sold 
the desal plants under the current structure, they would not come off our balance sheet, so we are not going to 
pursue them. However, other potential Water Corporation assets could come off the balance sheet and we are 
looking at those. 

Ms R. SAFFIOTI: What is the program for announcements of asset sales? 

Dr M.D. NAHAN: We do not have a program per se. Firstly, we are setting up the advisory structure within 
Treasury and elsewhere to undertake those sales. Two types of asset sales have been identified. One is the land 
component of the hospitals that have been moved. I believe that will largely be done by LandCorp, and the 
Department of Lands will deal with that part of the business. The Minister for Lands will therefore be 
responsible for that. The other assets will be considered in a joint venture between the Premier and me in terms 
of leadership, with the Premier in charge. 

Ms R. SAFFIOTI: So when the Treasurer said “joint”, he meant that in a very loose term! 

Mr M.H. TAYLOR: He will be there! 

Ms R. SAFFIOTI: Yes, he will be there! 

Dr M.D. NAHAN: As the member understands, in government there is a certain hierarchy. 

Ms R. SAFFIOTI: I think the hierarchy in this government is probably a little bit—how would I say—stronger, 
more pronounced! 

Dr M.D. NAHAN: That is debatable. 

The CHAIRMAN: Members, let us adhere to the question. 

Dr M.D. NAHAN: We have announced some of the assets that we are looking at. The Water Corporation, for 
instance, has quite a bit of work to do to identify what they are, where they are and what their value is. Others, 
such as the TAB, have a lot of work to do. Various groups receive benefits from the TAB, so that process really 
has not started yet. 

Mr B.S. WYATT: Like the minister, for example! 

Dr M.D. NAHAN: He is part of the team. The asset taskforce was asked to do a review of the assets that are 
feasible to consider. A lot of detailed work has to be done on those sales, such as what they are, how we are 
going to sell them and, if we were to sell them, the impact on the types of ownership structures and how to make 
sure we get a net benefit from them. The TAB, for instance, looks after the racing industry, which I understand 
receives about $120 million a year from TAB proceeds. 

Ms R. SAFFIOTI: I refer to the land sales of former hospital sites, primarily Princess Margaret Hospital for 
Children in Subiaco and some of the auxiliary buildings at Royal Perth Hospital in the East Perth area. Will the 
Metropolitan Redevelopment Authority be taking over that process? If so, will the Department of Lands be 
selling the sites and will any planning be undertaken prior to the sell-off? 

Dr M.D. NAHAN: As with most aspects of government, a number of players will have input into this matter. 
However, as listed in the budget speech, ancillary buildings at Royal Perth, Princess Margaret, the old Swan 
District Hospital site, Shenton Park and Kaleeya Hospital will be put onto the market. The Department of Lands 
will be responsible for coordinating that process. LandCorp and to some extent the MRA, although it varies, will 
have input into that process, but the aim is to sell those directly to the private sector rather than through 
LandCorp or the MRA. 

Ms R. SAFFIOTI: For further clarification, those blocks will, in a sense, be sold as is? 

Dr M.D. NAHAN: No, I did not say that. LandCorp and the MRA will look at various issues in putting them on 
the market. For some there is a timing issue, of course, because they are not vacant and are still being used. It 
depends upon when the hospital will reopen; for instance, Shenton Park rehabilitation centre will open at the 
Fiona Stanley Hospital site and we cannot sell the buildings there until that happens. A range of planning and 
other issues will have to be dealt with before they are sold.  
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[12.40 pm] 

Ms R. SAFFIOTI: So we would hope that the government would address some density issues and other 
planning issues to ensure that we are not selling them at a bottom-of-the-market price? 

Dr M.D. NAHAN: Of course. Those are the issues, and they will have a potential impact on the price, and that is 
why we have not booked any of this or in fact identified it. It will be a carefully thought out process as to when 
they are sold and to whom they are sold, and, in the case of the land, the zoning and planning restrictions put on 
it. 

Ms R. SAFFIOTI: And the Minister for Regional Development; Lands is in charge? 

Dr M.D. NAHAN: The Department of Lands is coordinating it. 

Mr W.J. JOHNSTON: I want to ask one final question on this topic. The Treasurer has listed through the 
budget process a number of assets that are potentially for sale. Have there been any unsolicited bids to this stage? 

Dr M.D. NAHAN: To me? That is all I can answer. 

Mr W.J. JOHNSTON: To the government. 

Dr M.D. NAHAN: As the member well knows, this space attracts a lot of interest — 

Mr W.J. JOHNSTON: Yes, that is right. 

Dr M.D. NAHAN: — and people suggest all sorts of things. But there have been no specific bids to my 
knowledge. 

Mr W.J. JOHNSTON: Will there be a procedure to ensure that unsolicited approaches are made public? 

Dr M.D. NAHAN: Yes; we are looking at that. So far, I have not received any. But it is an issue, particularly 
since the flag of asset sales has gone up and there are all sorts of people suggesting all sorts of things, and it is 
important to make sure that those are listened to, I guess, but in a transparent manner. Other states have a process 
to deal with that—they actually encourage them, but also have a transparent mechanism to disclose them. 

Mr B.S. WYATT: I understand that the report that was done for government in identifying the pipeline of assets 
for sale, or whatever it was called, was prepared by Ernst and Young. Presumably some protections were entered 
into by the government with Ernst and Young to ensure that EY—which no doubt got access to sensitive 
information about those assets—was then not part of a pitching process for a potential bidder for those assets. 
Can the minister confirm that those protections were indeed done to protect the taxpayer from that sensitive 
information being used against it? 

Dr M.D. NAHAN: Yes. That is a valid point. When we hire consultants, sometimes they get access to sensitive 
information necessarily. Ernst and Young was the contact in question and it signed confidentiality agreements to 
that effect. 

Mr B.S. WYATT: Would that confidentiality agreement preclude Ernst and Young from advising a potential 
bidder for an asset that Ernst and Young has identified should be sold by the government? 

Dr M.D. NAHAN: I do not think so. 

Mr B.S. WYATT: The Treasurer would understand the problem — 

Dr M.D. NAHAN: I understand, yes. 

Mr B.S. WYATT: — with Ernst and Young advising a potential client who might bid for an asset that EY has 
done all the work around convincing the government to sell, because that could lead to a detrimental result in the 
sale price and therefore a detrimental result for the taxpayer. 

Dr M.D. NAHAN: What it does show is that Ernst and Young, to the extent that it was a scoping, has identified 
certain assets and has looked at some details of those assets. 

Mr B.S. WYATT: I would expect so. 

Dr M.D. NAHAN: Yes; we would expect so. Any other bidder will have access to those details in a much 
broader range. Any potential future bidder for an asset will have access to much more information than Ernst and 
Young has to date. The due diligence will be much more extensive as it proceeds to sale than we have done to 
date. Ernst and Young might participate in advising a potential bidder, but when it proceeds to sale, the due 
diligence will be much more extensive. It takes place over a long period and goes way beyond what we have 
looked at to date. 
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Mr B.S. WYATT: Just to clarify, the point the Treasurer is making is that the usual due diligence process that 
will go into government seeking bidders for a particular asset will give access to information much greater than 
Ernst and Young has had to date. 

Dr M.D. NAHAN: The answer to the member’s question is yes—much more so. Also, the Under Treasurer 
informs me that EY has made a commitment that if it were to advise a potential bidder for one of those assets, it 
would put a firewall in place so that the participants and the information that they gleaned from advising us 
would not be available to its people advising the bidder. 

Mr B.S. WYATT: Who was the partner in charge of EY who developed that report for government? 

Dr M.D. NAHAN: The person who was in charge was, I think, the managing partner, Michael Anghie. But there 
was quite a wide team involved in it. 

Mr B.S. WYATT: I think Michael Anghie is the managing partner, but the way I understand it is—if the 
professional services team is working as it used to work—that a lead partner would have been appointed, and the 
Treasurer is saying that that is Michael Anghie? 

Dr M.D. NAHAN: Yes. 

The appropriation was recommended. 
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