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WESTERN AUSTRALIAN FUTURE FUND BILL 2012 
Second Reading 

Resumed from 6 November. 
HON LINDA SAVAGE (East Metropolitan) [9.38 pm]: I will begin my comments on the Western Australian 
Future Fund Bill 2012. There are three areas of the bill that I want to focus on. The first area is what will be the 
economic benefits of a future fund, the second is whether the government has the capacity to bind future 
governments in the way envisaged by this bill, and the third is what I think the funds could be better spent on, 
and there are no prizes for guessing what that will be. There is no doubt that the idea of a future fund is an 
attractive one. Certainly, it brings to mind the idea of saving for a rainy day and putting a little bit aside, which is 
something that I was brought up to think about. From the government’s point of view, it has the added attraction 
of making the government appear to be prudent, which obviously normally goes with quite a splashy 
announcement. It is forward looking and it has gravitas, which is something that the community tends to think 
that politicians lack—or future vision. The purpose of the fund is described as providing for the accumulation of 
a portion of the revenue from the state’s finite mineral resources and other money for the benefit of future 
generations.  
I can certainly see why future funds have been set up. I am aware that some countries have made specific 
provision over the very long term for a future fund, particularly from their resources. But a future fund does have 
to add up economically, because there is no advantage in a future fund in 20 years unless it can be demonstrated 
that using the interest in the fund that will have accumulated by then would be a better way of using the funds 
then than using them now. This is particularly so with this future fund, given that the money for it will be 
borrowed and given the very considerable amount of debt that the state currently has. 
I had a briefing from officers of the Department of Treasury, for which I thank them. They also provided some 
documents that I found helpful. According to those documents, the future fund will be established from seed 
capital of approximately $1.4 billion over the 2012–13 to 2015–16 financial years, plus royalty income of one 
per cent from 2016–17, with the capacity under the bill for additional money to be allocated by way of 
appropriation. At 30 June 2032, according to the briefing, the future fund is indicatively estimated to have a 
balance of around $4.7 billion. In today’s money, I was told that would be equivalent to $2.6 billion. Annual 
interest earnings by 2032–33 are estimated at around $230 million a year, or around $130 million in today’s 
money. That is not a large amount when we think about the size of the state budget, but if it makes economic 
sense, I am sure the equivalent of $130 million to spend on infrastructure will be useful. 

It may not be possible for the minister to answer a question that occurred to me and that I did not ask in the 
briefing; that is, what costs have been incurred already in the modelling and drawing up of the legislation, as 
well as any other costs related to getting this future fund to this point? Also, what will be the costs of 
administering the fund for the next 20 years? I look forward to hearing the answers to those questions. 

The next issue is the return on the funds and, again, I rely on the briefing that was provided. The assumed return 
on the funds, as I understand it from the briefing, is 5.2 per cent. That seemed a little optimistic. Firstly, I had a 
look at an article published by Robert Carling and Stephen Kirchner of the Centre for Independent Studies. Their 
article “Future Funds or Future Eaters? The Case Against a Sovereign Wealth Fund for Australia” looked at the 
Future Fund established by the Howard government that came into operation in 2006. They said that, despite a 
targeted return rate of 4.5 per cent to 5.5 per cent, in real terms, the return had in fact been 2.2 per cent after 
inflation, which was less than the average 2.5 per cent real return on 90-day bank bills. That was not, therefore, a 
very good outcome and was, of course, far less than the return that had been anticipated when the federal Future 
Fund had been established. I am concerned that when this future fund was announced, predictions were made—
they are predictions only; there are no promises—about the targeted return, but based on the evidence of the 
federal Future Fund that has not proved to be the case. I assumed, and it was confirmed in the briefing, that the 
funds would be invested conservatively in bonds, for example, although I have noticed that there is an 
amendment that would allow the future fund to be invested in gold. 
Debate adjourned, pursuant to standing orders. 
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