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LOAN BILL 2016 
Consideration in Detail 

Clause 1: Short title — 
Mr B.S. WYATT: In light of the Loan Bill 2015 that was passed last year and was due to get us through to 
30 June 2017, can the Treasurer guarantee us that this indeed will be the last loan bill that Parliament will have 
to consider between now and the election? 
Dr M.D. NAHAN: When dealing with iron ore prices, there can be no ironclad guarantee. However, with the 
buffer built into this of $1.2 billion, Treasury and I are very confident that we will not have—as the question 
asked—another loan bill before the election. 
Mr B.S. WYATT: Can the Treasurer confirm that this is the fourth Loan Bill—admittedly, not that he has seen 
come through this place but that the government has introduced—with authorisations totalling $23 billion since 
the 2008 election? 
Dr M.D. NAHAN: Yes. 
Clause put and passed. 

Clause 2: Commencement — 
Mr B.S. WYATT: I am just interested in the likely drawdown time of this authorisation. The Treasurer may 
recall that last year we had a similar conversation regarding the Loan Bill 2015. I am curious to know how much 
is currently authorised that has not yet been utilised from the 2015 bill, when that is likely to be fully drawn 
down, and the likely time frame in which we will be drawing down on the authority under this bill. 
Dr M.D. NAHAN: There is $1.24 billion left from the Loan Bill 2015. By the end of October, we expect to 
utilise $800 million of that, leaving $424 million left over in October from the 2015 loan bill. That $424 million, 
plus the $500 million, we expect to use through to 30 June 2017—I will go through that again. Right now there 
is $1.242 billion left from the 2015 loan bill. Through October, we expect to use up $800 million of that, leaving, 
at the end of October or thereabouts, $424 million left over from the 2015 loan bill. That, plus the $500 million 
that we expect to use of the $1.7 billion 2017 loan bill, we expect will get the next government through to 
30 June 2017, leaving a residual of $1.2 billion. 
Mr B.S. WYATT: The Treasurer has raised an issue that I was going to pursue in the next clause, but it is 
relevant that we raise it now. There is $1.24 billion from a 2015 loan bill left, of which $400 million or 
thereabouts will be left by the end of October. I understand, and the Treasurer said, that $500 million of this 
Loan Bill is for the spending side, and there was an allowance for unforeseen revenue changes as well, plus 
a buffer. Perhaps the Treasurer could set out, for the benefit of the chamber, what those figures are. 
Dr M.D. NAHAN: At the end of October, we will have $424 million allowable borrowings through the 2015 
loan bill to meet approved expenditure. We expect, out of the Loan Bill 2016, to use up $500 million for 
approved expenditure. 
Mr B.S. Wyatt: That is currently budgeted. 
Dr M.D. NAHAN: Yes, that is right—leaving $1.2 billion for unforeseen circumstances. 
Mr B.S. Wyatt: For both spending and revenue? 
Dr M.D. NAHAN: Whatever, yes—unforeseen needs to draw down additional borrowings. We do not expect it, 
and it is not approved. Treasury has some contingencies that it has put aside, but these are not approved by 
cabinet. We have $1.2 billion for unforeseen expenditure or for revenue. 
Mr B.S. Wyatt: Revenue writedowns or something? 
Dr M.D. NAHAN: Yes. That is all. 
Mr B.S. WYATT: The Treasurer may recall that last year he provided the house and tabled the 
“Notional Allocation of Indicative Consolidated Account Borrowings at 30 June 2017.” It had a list—the 
Treasurer tabled the document—of all the various agencies and their consolidated account borrowings as at 
30 June 2017. Bearing in mind that the authority we are debating today is dealing with current spending, as is in 
the budget, have the figures in this document changed since last year; and, if so, can the Treasurer provide the 
house with a copy of the updated figures? 
Dr M.D. NAHAN: Yes. Just to confirm, the moneys allotted for the last Loan Bill and the $500 million from 
this Loan Bill will go to approved expenditure, approved in the budget. We provided that to the member for 
Victoria Park. Treasury says that it has not updated it. It is very time consuming and does not add too much, but, 
if the member will give us some time, we would have to do it. It would have been updated—altered somewhat. 
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I cannot give the member the details. There have been some changes in allocations, but Treasury has not updated 
that data; we would have to do it. 
Mr B.S. WYATT: If that could be done—I am not expecting it for the purpose of consideration in detail now—
it would be of some use, and that brings me to my next question. 
Dr M.D. NAHAN: We will do it and give it to the member when it is finished. 
Mr B.S. WYATT: I thank the Treasurer. The Treasurer may recall that last year, in respect of the authority for 
$8 billion, we had a conversation around the amount of the allocations going into, from memory, effectively 
paying and rolling over debt. We had a conversation around short and long term and the fact that we were trying 
to put more of the debt into the longer term. Of the $1.7 billion—$500 million, really—how much of that is 
effectively rolling over debt? I may be expressing that incorrectly, but I am sure the Treasury officials know 
what I am talking about. 
Dr M.D. NAHAN: It is really the Western Australian Treasury Corporation that does that borrowing pattern, 
whether long or short, cash or otherwise, and neither Kaylene nor Chris is in that section of Treasury. Most of 
this is just drawing down. The Western Australian Treasury Corporation has had a very active borrowing 
campaign, as the member said; I think they have been going longer term. Much of this will be Treasury drawing 
down from existing borrowings undertaken by WATC and paying down appropriations. This does not relate to 
refinancing. WATC has been doing the refinancing but this does not relate to that. 

Mr B.S. WYATT: The projections across the forward estimates for net debt as at budget time are still valid, 
they have not changed; that is therefore driving the necessity for this particular bill. 
Dr M.D. NAHAN: No. I agree with the existence of a loan bill, do not get me wrong on that, but it is unique to 
this state. No other state has a loan bill that has authorisations or borrowing limits under the consolidated fund. 
When we brought down the budget, we appropriated money for purposes and estimated the impact over the 
forward estimates. This bill does not alter, add to or subtract from those appropriations already undertaken in the 
budget bills; therefore, we already appropriated the moneys for net debt over the forward estimates for 2016–17. 
However, this is subsidiary or additional legislation that restricts the borrowings somewhat. This does not alter at 
all the level of borrowings, nor does it alter, add to or subtract from the borrowings indicated in the budget. 
Mr B.S. WYATT: The Treasurer may recall that we had a conversation last year about the impact of the 
$500 million that had been provided by the federal government effectively as a GST compensation payment—
whatever it was referred to—and at the time I think the member for West Swan asked whether recurrent spending 
was coming from cash; we were not borrowing for recurrent expenditure at that time. The Treasurer just made the 
point that shortly we would be, and we now are, but he also made the point that the $500 million for the GST 
compensation payment effectively came into the consolidated account so it became an issue of cash management. 
The timing of the moneys for all commonwealth payments—for example, Perth Freight Link, whatever it may be—
obviously will also have an impact on this, specifically to the Perth Freight Link component of commonwealth 
moneys to Western Australia. Is the timetable of that cash flow caught up in this timing? The Treasurer may need to 
correct me and say it is actually beyond 30 June 2017 so we are not caught in this. 
Dr M.D. NAHAN: There have been two payments from the commonwealth earmarked for GST support. Both of 
them were earmarked for capital purposes. The first one was for a range of capital purposes; the second one was 
for the Forrestfield–Airport Link. 
Mr B.S. Wyatt: But they just come into the consolidated account and then the state — 
Dr M.D. NAHAN: The other one was allocated to projects that were already underway and which we had 
commonwealth funding for. It added to existing contractual relationships. This one was a new one. The amount 
of $490 million was put into an SPA—a special purpose account. That is where it rests. 
Mr B.S. Wyatt: So the second one did not come into the consolidated account as such? 
Dr M.D. NAHAN: It did. It comes into the consolidated account and goes into an SPA. The other one went into 
that. 
The member raised another issue about Perth Freight Link. That funding is budgeted. All these borrowings are 
based on forecasts in the budget. Perth Freight Link has an impact on the budget with certain assumptions about 
expenditure from us and a flow of money from the commonwealth over a seven-year period. They will be taken 
into consideration and determined in our borrowing needs. There have been no alterations. It is from the budget. 
Mr B.S. Wyatt: In respect of the flow of money from the commonwealth for the Perth Freight Link project, has 
that started or is it still to come from the commonwealth? 
Dr M.D. NAHAN: I would have to check on that. 
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Ms R. SAFFIOTI: My question relates to the timing of the bill. Why was this bill not brought in at the time of 
the budget, given that the claim is $500 million from expenditure of $1.7 billion, which is actually there to fund 
the May budget? Why was it not considered appropriate to bring in this Loan Bill at the time of the budget? 
Dr M.D. NAHAN: Clearly, we forecast the net debt over the forward estimates at budget time and did the 
appropriate appropriations and will publish their base. We did it for a number of reasons. First, as the member 
knows, there have been very significant variations in outcomes. When the budget is brought down, we do not 
have the final results for the current year—2015–16. The previous year we had a very significant variation. That 
year, the deficit was much smaller than anticipated. The previous year, the surplus was much lower. There have 
been very large variations from year to year, particularly in the outcome, and that would materially impact our 
borrowing requirements. We were pretty sure that we would have to have a loan bill; it was the magnitude that 
we were uncertain about. We did not get good figures for 2015–16 until July and August, sometime in there, and 
we proceeded very quickly after that to introduce this Loan Bill. It was really about the uncertainty and the 
2015–16 result—which will be released, by the way, tomorrow—and the magnitude of the impact that would 
have on the level of the Loan Bill 2016. 
Mr W.J. JOHNSTON: I was interested in that answer, Treasurer. As I understand it, the public bank account 
runs at about $5 billion, up or down. The Under Treasurer previously explained to me that the government wants 
a bit of money in the public bank account because of ups and downs and late payments and all those things. The 
government does not want to run it down, but of course in certain circumstances it could run it down. Will we 
need to come back and ask for another loan bill during the period of the current forward estimates? Is that an 
expectation; and, if so, when does the Treasurer think, on the current forward estimates, the government would 
have to return to ask for another loan bill? 

Dr M.D. NAHAN: There are a couple of things. First, the government bank account is about $3.7 billion. That is 
what we try to keep it at. This Loan Bill is based on maintaining that. This is a recommendation of Treasury. It 
determines the bank balance as appropriate. Second, the big question is whether there will need to be another 
loan bill by the next government. 
Mr W.J. Johnston: In the forward estimates. 
Dr M.D. NAHAN: Yes, by the next government and therefore in the forward estimates. It depends what the next 
government does, particularly on election commitments both in terms of expenditure and revenue, and of course 
asset sales. We can say from the estimates now that that is the status quo. We will end this calendar year with 
$1.2 billion worth of additional borrowings over the forward—excuse me, a $1.2 billion buffer. 
Mr B.S. Wyatt: With authority? 
Dr M.D. NAHAN: With authority, yes. If nothing changes, the next government will need to have additional 
borrowings beyond that. Exactly how much, given that there is an election between the periods, is yet to be 
determined.  
Mr W.J. JOHNSTON: That is an interesting answer and I appreciate it, but we actually already have the 
forward estimates; that is what I am trying to get at. An amount of $1.2 billion is not a bad buffer, but, given that 
we are currently running a $3.8 billion deficit, it is actually not even a year’s worth of additional borrowings just 
on the recurrent account, much less on the state’s cash position. The cash position is always significantly below 
the headline figure because, of course, we are spending money on infrastructure that is not included in the 
recurrent position of the state. Has the Treasury calculated how much additional borrowings are required just to 
fulfil the forward estimates currently in the budget sitting in front of us? 
Dr M.D. NAHAN: On the basis of the budget and on top of this $1.7 billion over the forward estimates, if 
nothing changes, it is about $10 billion additional. 
Mr W.J. Johnston: Additional? 
Dr M.D. NAHAN: Yes. 
Mr B.S. WYATT: Just on that, the Treasurer may have partially answered this when he said earlier that we are 
the only state that has a loan bill process to give authority; I assume other states just borrow as required and then 
report through the budget papers, or however they do it. Why would we not therefore seek a larger amount? Is it 
a political decision? Is it a financial decision? Why would the Treasurer not come in and say, “We’ll borrow 
$12 billion to get us through the forward estimates, or $5 billion to get us halfway through, and revenue might 
change”, et cetera? 
Dr M.D. NAHAN: On the basis of previous elections, there have been very large variations in spending and 
borrowing requirements after elections; the member will remember because he was involved with one. 
Therefore, we thought it was prudent to bring it with a buffer through this year and go on from there. As the 
member knows, our side has proposed an asset recycling program, which — 
Ms R. Saffioti: Western Power? 
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Dr M.D. NAHAN: Yes, Western Power, amongst others. If carried out, that would have a significant material 
impact on the need to borrow. The opposition might have something similar. Given the election and the history 
of elections having an impact on borrowing requirements, and given that we have to do it for this year and that 
most of those additional impacts do not take place until the next fiscal year after the election, we thought this 
was the prudent thing to do. 
Mr B.S. Wyatt: There are no assumptions in the forward estimates about asset sales beyond the usual land? 
Dr M.D. NAHAN: No. 
Ms R. SAFFIOTI: I do not think the Treasurer’s answer actually explained why he would not come in with 
more. We are not attracting any costs; this is just an authority to spend, so it would seem illogical to come in for 
$1.7 billion, given that, as the member for Cannington has just highlighted through the Treasurer, the forward 
estimates contain another $10 billion of borrowings that will need to be authorised by the Loan Bill. 
Dr M.D. NAHAN: If nothing changed the forward estimates would require an additional $10 billion increase in 
the authorisation. That is shown by the net debt forecast for the general government sector — 
Mr B.S. Wyatt interjected. 
Dr M.D. NAHAN: For 2019–20. I took the view that we could get that authorisation. Why do we have the loan 
account? I suppose as a secondary restriction on borrowing. 
Ms R. Saffioti: It used to be the Loan Council, didn’t it? 
Dr M.D. NAHAN: No, the Loan Council was something to do with the commonwealth government that actually 
did most of the borrowing on behalf of the states; that is an ancient thing. This is unique to us and the 
commonwealth. 

Mr W.J. Johnston interjected. 

Dr M.D. NAHAN: Did it? I cannot say. It has to be interpreted as a second-order restriction on borrowing, 
because it authorises borrowings in the budget—that is the major focus—and then there is this subsidiary one 
that limits aggregate borrowings that we have to get approval for. The budget actually gives the authorisation to 
this as a second authorisation. My interpretation is that it is a mechanism to expose borrowings and give 
incentives for people to avoid borrowing even with authorisation — 

Mr W.J. Johnston: How’s that going? 

Dr M.D. NAHAN: We are trying! Therefore, especially since there is going to be an election, we definitely are 
going to try to avoid or minimise the need for or scale of another loan bill, so we are borrowing through the next 
election with a buffer for time and a buffer for amount. The next government, if it so wishes or needs to, will 
have to go out and get another loan bill. 

Clause put and passed. 

Clause 3: Power to borrow for public purposes — 
Mr W.J. JOHNSTON: This clause is the actual figure, and it is extraordinary. We had $8 billion in the last 
Loan Bill and less than a year later we are back here, talking about $1.7 billion, but the Treasurer has outlined 
that the government’s own budget, which it presented to the Parliament of Western Australia and promoted to 
the people of this state, actually needs $11.7 billion just to meet its requirements. It is just extraordinary that he is 
asking for only $1.7 billion. Effectively, he is taking a political decision to have the benefit of the infrastructure 
and other expenditure in the budget. Every day the member for Riverton in his capacity as Treasurer and his 
other portfolios, the Premier, every Liberal Party backbencher and every National Party member, go out into the 
community to talk about things that are committed to in the budget, yet the Treasurer is telling us that none of 
those things can be delivered because the government does not have the borrowing capacity. For whatever 
political reason, the Treasurer wants to limit this authorisation to $1.7 billion, which he says will give about six 
months’ headroom for an incoming government to maintain the $3.7 billion balance in the public bank account. 
The Treasurer says that that is the best professional advice he has, and of course I respect that, as being the 
necessary minimum balance in the public account, but to maintain that he is going to need another $10 billion. 
Unless the Treasurer is saying that he is going into the election campaign promising to cut $10 billion of 
expenditure from the forward estimates, he is actually saying that he needs $11.7 billion, not $1.7 billion. It does 
not make any sense at all under any circumstances to ask for only $1.7 billion when the government’s budget 
says it needs $11.7 billion. It is just bizarre. Why would the Treasurer not ask for what he says he actually 
needs? To implement his budget on a no-change basis, he needs $11.7 billion of additional borrowings. Given 
that that is what he has said, why would he not ask for that in the authorisation? 

Dr M.D. NAHAN: I will get to the member’s question, but, firstly, there are other sources of funding. Over the 
last period of government, about 50 per cent of the capital has been funded by debt and 50 per cent from other 
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sources, in terms of both cash surpluses in the consolidated account and, of course, those in the government 
trading enterprises. A lot of the — 

Mr W.J. Johnston interjected. 

Dr M.D. NAHAN: There are other sources of funding, including commonwealth funding, particularly on our 
transport infrastructure, which is co-funded by the commonwealth. 

Secondly, the budget had a very large $16 billion asset sales program that we were going to use to defray, in 
part, debt. The defrayment would reduce the debt repayment and reduce our need to borrow and increase our 
borrowing capacity accordingly. We have committed to taking many of those decisions to the election, so if we 
win, we will use and carry out our policies and will reduce our need to borrow into the future. If we sell an asset, 
some of it can be used to recycle new capital that is probably not included in the budget, so it will be additional 
expenditure, but a great deal of that—our target is $11 billion—will be used to pay down debt or avoid 
borrowing. That is why we took the decision to go forward in this manner.  

Mr B.S. WYATT: I want to clarify something the Treasurer just said. He said that it was a $16 billion asset sale 
program, but that is not in the budget. Can the Treasurer just clarify that $16 billion figure for me? 

Dr M.D. NAHAN: As indicated, our asset sales program was not brought into the budget, numerically. It was 
not brought into account as either expenditure, the use of the capital or debt defrayment. This government is 
pursuing a policy of major asset sales. Members will hear more about this in the not-too-distant future. 
Indicatively, from memory, we had $16 billion in assets sales and then $11 billion for defrayment of debt. That 
defrayment of debt depends upon the composition of it. It will be used to pay down existing debt and/or to avoid 
the need to go beyond the current authorisation. 

Mr W.J. JOHNSTON: Those figures still do not add up because, as I understand, the Treasurer is referring to 
$16 billion of gross asset sales. From that, $7.5 billion has to be repaid for Western Power’s debt, which is not 
part of the authorisation; it is a separate, off–balance sheet. That is not a $16 billion asset sale but rather 
a $9.5 billion net asset sale. There are rounding errors of a couple of hundred million dollars in the two ports, but 
we will just ignore that money; it is pretty small. I was just trying to get budget paper No 3 up while the 
Treasurer was speaking, but my device is too slow. I think the Treasurer mentioned in the budget speech 
$6 billion of capital expenditure. 

Dr M.D. Nahan: Five. 

Mr W.J. JOHNSTON: It was $5 billion—okay. So, $16 billion less $7.5 billion is $8.5 billion, less $6 billion, 
is $2.5 billion of the $10 billion that is required in addition to this. As I understand from the budget speech, the 
$6 billion is additional capital expenditure. Even if everything worked out the way the Treasurer wanted it to—
quite frankly, there is $500 million or $600 million for Fremantle Ports, which brings it down to $1.5 billion, but 
let us call it $2 billion—and the government sold everything, it will still need to borrow not $10 billion but an 
extra $8 billion. Even if the Treasurer’s plan works out, why would this figure not be authorising $10 billion of 
expenditure, because that is what he says he needs to fulfil the budget that is in front of him, plus this wish list of 
$6 billion? 

Dr M.D. NAHAN: The point is that the next government will face some variations on what we have. First, there 
will be an election, and I assume some election commitments are being made in connection with that and, 
secondly, at least from our side, there is an asset sale program. Yes, the member is right: there will be an 
$8 billion debt on the books for Western Power, which will be defrayed and will not have an impact. However, 
in the vicinity of $950 million that is invested into Western Power annually by the government will be defrayed, 
and it will affect our borrowing requirement. There will be other asset sales, but let us assume that we meet that 
$5 billion target. The member is assuming that that will be all new capital expenditure but we did not say that 
was the case; we did not itemise it. Until we get it in hand, we do not make those decisions, but we could use it 
to fund existing commitments in the general government sector, and I will be arguing for that. Given that there is 
an election coming up and election commitments will be made that will have a material impact on borrowing 
requirements, either up or down, and given our government’s policy for an asset recycling program that will 
materially, if carried out, have a significantly higher impact on the borrowing requirement that the member has 
indicated, we went out to the public and indicated in the forward estimates our net debt figures for the general 
government sector in the consolidated fund. It is all there. This borrowing limit is a different factor. We thought 
it was prudent to borrow to get an authorisation to cover this year and through the next election, and then assess 
the need for the future after the election. 

The DEPUTY SPEAKER: Member for Carine and member for Darling Range, that conversation has gone on 
long enough. If you want to continue, please leave the chamber. 
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Mr W.J. JOHNSTON: Thank you very much, Madam Deputy Speaker, I appreciate you disciplining the 
chamber. We do not want the rabble on the other side of the chamber affecting this important debate. 

The Treasurer gave an interesting answer to me and the member for Victoria Park. I now have the budget speech 
here, and the Treasurer is right: it was $5 billion and not $6 billion for the infrastructure fund. Is the Treasurer 
saying that that $5 billion infrastructure fund is to fund things that are already in the budget? 

Dr M.D. Nahan: It could be. 

Mr W.J. JOHNSTON: So the Treasurer is not promising an additional $5 billion of infrastructure spending; he 
is simply saying that this will be used as a mechanism to fund the infrastructure that the government has outlined 
to the people of the state. 

Dr M.D. NAHAN: It could be, yes. It is an infrastructure fund. We have made it clear that during the election 
campaign we will hone this and make some commitments. Some of them will be new and some of the money 
might be used for funding existing infrastructure as itemised in the budget. It is designed to have an alternative to 
debt funding for infrastructure, whether it is new or already committed to in the forward estimates. 

Mr B.S. WYATT: I ask this question pretty much every single time. This is the fourth time I have asked it, and 
perhaps it might be time to remove it from the debate. Clause 3 states, in part — 

The Treasurer may borrow for public purposes, from the Western Australian Treasury Corporation or 
elsewhere … 

This applies to the Treasurer and Mr Buswell, a previous Treasurer. I do not think the Premier or Mr Porter put 
through a loan bill. This goes back to our conversation last year about the Australian Loan Council and 
commonwealth borrowing. Bearing in mind that nobody expects the government to borrow other than through 
the WATC, is it not time we removed that provision from the legislation? 

Dr M.D. NAHAN: The member is right; there is no expectation. However, successive commonwealth 
governments have been talking periodically about providing infrastructure loans to states and territories and, 
I might add, local governments. 

Mr B.S. Wyatt: How will that happen? 

Dr M.D. NAHAN: I do not know, but that is what they have indicated. I was just coming up with an example. 
Let us say we have an authorisation. This Loan Bill is an authorisation. The commonwealth is very clear that it 
wants to give us low-interest borrowings off its own books for that purpose, so we would effectively be 
borrowing from the commonwealth. I do not know exactly how. Without this provision, we would have to come 
back and amend the existing Loan Bill if we wanted to take advantage of that. Maybe there are other similar 
sources of funds that I am not aware of. The member is absolutely right—we would have no intention of 
borrowing outside the WATC, but things like that might happen, so Treasury puts in a catch-all clause. We 
would itemise the source of funding in full in the budget. 

Mr B.S. WYATT: When was the last time the state borrowed from the commonwealth? 

Dr M.D. NAHAN: The history of this is that in the 1930s, a lot of the states, including Western Australia, got 
into deep trouble, and the Loan Council was set up. For years, the commonwealth borrowed on behalf of the 
states through the Loan Council, and distributed the money to the states based on various formulae. Last time we 
did this was 1986. 

Mr B.S. WYATT: Presumably that was for some sort of infrastructure. 

Dr M.D. NAHAN: Basically, my memory of it—it is going back a way—is that the Hawke years did away with 
the Loan Council and states began borrowing directly. That was the last year we did it, and it was probably at the 
tail end of a program. 

Mr B.S. WYATT: This is quite an interesting point, particularly now that this state does not have a AAA credit 
rating. The Treasurer may recall that we have had conversations about this during budget estimates, particularly 
the 10-year borrowing space, where the spread between the commonwealth and Western Australia is quite big 
now, I think. I may be misremembering, but my memory is that the spread is 40 basis points or something like 
that. In the Treasurer’s view, if the state could borrow through the commonwealth and then effectively reduce 
the interest payments on that debt, what would stop the state from doing that? Would it be just a reluctance by 
the commonwealth to do that? 

Dr M.D. NAHAN: As Ms Gulich has indicated to me, given the commonwealth’s level of borrowings going 
forward — 

Mr B.S. Wyatt: So it would appear on its books. 
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Dr M.D. NAHAN: Yes, it would appear on its books. It would be like what we do for local governments and for 
universities. The commonwealth would obviously put a surcharge on it. Right now, it would hardly make much 
difference, although the commonwealth’s borrowing costs are down to 1.5 per cent or 1.76 per cent, or 
something like that. 

Mr B.S. Wyatt: It is very low. 

Dr M.D. NAHAN: Yes. Even our marginal borrowing costs are very low. I will give a bit of history, since the 
member is interested. Our loan borrowing servicing cost overall is about 2.4 per cent of our total expenditure. 
That is the data I have seen. Back in 1993, because of inflation and interest rates, it was three times that amount. 

Mr B.S. Wyatt: Is this for general government? 

Dr M.D. NAHAN: No, that is overall. Our borrowing costs now are very low. I do not think they will remain 
there forever. I am not forecasting what they will do. However, they are exceedingly low. 

Mr W.J. JOHNSTON: Just to follow on with the question, I am not proposing an amendment, but we could 
change this clause so that—again, I am no draftsman—it would state, “The Treasurer may borrow for public 
purposes, from the Western Australian Treasury Corporation, or elsewhere as provided by regulation, sums of 
money”. In that way, it would need to be brought back to Parliament. The Treasurer could publish a regulation, 
and it would then become a disallowable instrument. Therefore, if the Treasurer was saying that he wanted to 
borrow from Khemlani, it could be disallowed, but if the Treasurer was saying the commonwealth, it would go 
ahead. That is just an observation about future drafting. 

Dr M.D. NAHAN: Treasury has no intention of considering borrowing from anything other than a government 
trading enterprise. However, there were really live debates with the commonwealth for a while on those 
infrastructure loans. I never understood the benefits of them, to be honest, and I did not like the idea. 

Mr B.S. Wyatt: Helicopter money! 

Dr M.D. NAHAN: Yes! Well, we are not doing that! We could conceive of joint ventures between states. We 
might have a non-GTE joint venture under which we borrow from South Australia. Who knows? This is a catch-
all clause. It would be disclosed in the budget before we did any of these things; and, if we did do these things, it 
would be on our books as debt. 

Mr B.S. WYATT: I cannot miss the opportunity to commend the member for West Swan, who, during the 
debate last year on clause 3 of the Loan Bill 2015—a similar clause to this clause—noted to the Treasurer — 

I do not want to be too pessimistic. Let us assume that things take a turn for the worse and the Treasurer 
runs through his $1.5 billion capacity at the end of 2016. During the next election period, let us assume 
that Parliament will finish sitting by mid-November 2016. If the election is not until March 2017, 
Parliament will not come back until April or May. I understand that there is some fat in the numbers—
$1.5 billion—but it strikes me that it is a little tight. 

Nostradamus from West Swan! Well done! The member for West Swan made that point. Now that we are back 
here with another loan bill, the Treasurer may recall that there was a conversation between him and the member 
for West Swan around the Pre-election Financial Projections Statement. The member for West Swan requested 
that the loan facility be reflected in the Pre-election Financial Projections Statement in light of the 
circumstances that we were in at the time, and the Treasurer confirmed that that would be the case. I want to get 
on the record that we will see the balance of the current loan facility that we are debating today in the PFPS. 

Dr M.D. NAHAN: On the member’s first statement about the member for West Swan, she was right. She was 
a bit pessimistic, as usual — 

Mr W.J. Johnston: Pessimistic, and correct. 

Dr M.D. NAHAN: Yes, and correct. On Nostradamus, I have read some of his stuff. I do not understand it. He 
was not always that pessimistic. He was not always right, either. Treasury tells me that the Loan Council residual 
capacity will be in the annual and quarterly reports and in the Pre-election Financial Projections Statement. 
Treasury is doing the annual and quarterly reports right now. It will also be disclosed, I imagine, in the midyear 
review. It will be disclosed in all the major reports from Treasury right up through the election. 

Mr B.S. WYATT: Can the Treasurer tell us the cost of funds at the moment for Western Australia? This is 
a conversation that we usually have at budget estimates, but I raise it during debate on the Loan Bill. What are 
the assumed interest rates and assumed costs of funds that underwrite this Loan Bill, and how much interest is 
due to be paid from the consolidated account in 2016–17 and 2017–18? 

Dr M.D. NAHAN: It is in budget paper No 3, page 3, table 1, which gives the consolidated account borrowing 
assumptions. It is 3.2 per cent. 
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Mr B.S. Wyatt: Is that across the forward estimates or for one year? 

Dr M.D. NAHAN: It is 3.2 per cent this year; next year, 3.2 per cent; the next year, 3.3 per cent; and then 
3.4 per cent. 

Mr B.S. Wyatt: And there has been no change to that? 

Dr M.D. NAHAN: No. Given the Reserve Bank’s tendency, we expect it to come down slightly. For the 
borrowings, the consolidated account interest payments for 2016–17 will be $676 million. That includes this bill. 

Clause put and passed. 
Clause 4: How sums borrowed are to be applied — 
Mr B.S. WYATT: As the member for Cannington pointed out, clause 3 is the operative laws. Clause 4 
effectively states that all funds borrowed are to be paid into the consolidated account. I have a broader question 
around debt. Given the trajectory of debt getting us through to the forward statements, and the comments that the 
Treasurer made recently, all things being equal, a $10 billion authority will need to be given. Is there any 
expectation about what the net debt peak will be? I mean, how long is a piece of string? I understand that 
a thousand assumptions underwrite this question. This is a conversation that we have had in this place over the 
past few years. I am trying to get an idea about whether, all things being equal, the end of that forward estimates 
period is nearing its peak. 

Dr M.D. NAHAN: That is a very good question. 

Mr B.S. Wyatt: Subject to elections and all those things. 

Dr M.D. NAHAN: Once we get out into that period, we are making some assumptions about some highly volatile 
things. The biggest one, of course, is iron ore prices. That has been the biggest determinant. I might add that over 
the last 10 years, on average our payroll tax revenue growth was 12.2 per cent. It is negative now, and the 
assumptions are recovering. That is by far our largest own-source revenue. Those are some really wild assumptions. 
All I can say is that we have done a lot of numbers and are watching it. It is starting to stabilise around the 
$40 billion mark, and that is without any asset sales. It is going to be based to a large extent on a capital works 
program that is still assumed to be very large. We have not added huge amounts to that in recent times. It also 
makes assumptions about our expenditure growth, which, by the way, is growing at a rate of about 2.4 per cent, 
which is pretty stable. The member might find out one day that achieving that and sustaining it is a task. 

Mr B.S. WYATT: When are we next expected to go to market to borrow? Again, after going through the 
Hansard from last year, I note that our conversation was that although the Western Australian Treasury 
Corporation has been active in China, Chinese entities had not purchased any paper. Has that changed in the past 
12 months? Have we generated interest from China? 
Dr M.D. NAHAN: We are going to market in October. 
Mr B.S. Wyatt: For what amount? 
Dr M.D. NAHAN: For $800 million. Last year I went with the WATC to China, Korea and Japan. Japan is our 
largest offshore one. The WATC went to China this year, and after that visit a small placement was made. 
Mr B.S. Wyatt: Is that the first time that a Chinese entity has purchased our paper? 
Dr M.D. NAHAN: I cannot answer that in particular. It has not been a large buyer. It might have done so 
indirectly, I might add—you never know. In my experience, it is expressing a great deal of interest. Most of the 
entities were buying debt only at a national level, not a sub-national level. They are considering going into that. 
Our largest source by far has been Japan. 
Mr B.S. Wyatt: And still is, I assume. 
Dr M.D. NAHAN: It is, yes. The Japanese banks are pessimistic about many things, most importantly China, 
but Japan is our largest one. I perceive and the advice I have from the WATC is that because the commonwealth 
is borrowing very heavily, our major source of borrowings has been from domestic banks. We have 
a requirement for certain portfolio allocations to sovereigns. That is getting pretty saturated and in the future we 
will probably have to borrow more offshore. The Chinese market is very important to develop and that is what 
the WATC has been systematically doing for a while. By the way, the state with the biggest debt, Queensland, 
has been doing that for a long time. 

Clause put and passed. 
Clause 5: Principal, interest and expenses charged to Consolidated Account — 
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Mr B.S. WYATT: Why do we need this clause? It is a similar curiosity to the one I have about the use of it 
elsewhere. The government can charge what it chooses to the consolidated account. Why do we need specific 
authority for the principal, interest and other expenses to be so charged? Is this a historic clause to remove doubt? 
Dr M.D. NAHAN: It is an accountability purpose. Every withdrawal from or allocation to the consolidated fund 
has to have parliamentary approval under either this bill or an appropriations bill. The purpose of this clause is to 
ensure that the interest and expenses are charged to the consolidated account. In doing that, there is transparency 
as Parliament has approval responsibility for it. If it goes to another account, it does not necessarily have to have 
parliamentary approval. 
Mr B.S. WYATT: Would the budget not effectively do this already? 
Dr M.D. NAHAN: No, because this spending for expenses and borrowing interest costs are specific to this 
legislation. The budget does not authorise borrowings that relate to this. This is another level of authorisation in 
this case. This authorises it to have borrowings. I guess the view is that it is important for accountability reasons 
to have the costs associated with those borrowings brought back to the consolidated account, for which 
Parliament has oversight and approval. 
Mr B.S. WYATT: I have one final point. Tomorrow I am paired, so if that document around the notional — 
Dr M.D. Nahan: It won’t be tomorrow. 
Mr B.S. WYATT: So it will not be tomorrow. It does not matter then. 

Clause put and passed. 
Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 
DR M.D. NAHAN (Riverton — Treasurer) [1.07 pm]: I move — 

That the bill be now read a third time. 
MR W.J. JOHNSTON (Cannington) [1.07 pm]: I want to make a couple of points and the first is that the 
Loan Bill 2016 should be for $11.7 billion. The Treasurer explained in the consideration in detail stage that if the 
government proceeded with the budget in the way that it was presented by the government to the people of 
Western Australia in May this year and all the estimates were correct, by the end of the forward estimates we 
would have to borrow not an additional $1.7 billion but an additional $11.7 billion. The Treasurer then explained 
that an election is coming up and additional expenditures might indeed be entered into during the election 
campaign, so that $11.7 billion would go up even further. We then had a discussion about the government’s asset 
sales program. We looked at exactly what could be achieved by that asset sales program. The $5 billion that was 
promised in the budget speech as an infrastructure fund is just an illusion, because the government is now saying 
that that $5 billion may include the infrastructure announcements that have already been made in the budget and 
that, in fact, there is no additional infrastructure expenditure from asset sales for the state of Western Australia. 
The whole idea of selling assets to buy new assets has been exposed as a furphy. In fact, there is no plan to sell 
assets to buy new assets, because it would mean that debt would have to go up even further. 

I make the point that the $7.5 billion, in round figures, of debt held by Western Power and the $500 million of 
debt held by the Fremantle Port Authority are not included in the borrowing authorised by this legislation 
because they are government trading enterprises and do not borrow through the budget; they borrow in their own 
name as they are not part of the general government sector. Although paying down those debts would reduce the 
gross and even net debt of the state, those GTEs have nothing to do with the Loan Bill we are dealing with. Even 
if $16 billion in asset sales was able to be achieved, $8 billion of that would be hived off to repaying the debt 
held by those GTEs, which, indeed, reduces the state’s net debt position but does not reduce the borrowing 
demands of the budget, which is what this bill deals with. If those assets are then sold for $16 billion and 
$8 billion is paid back, and if another $5 billion is spent on additional infrastructure, there will be only $3 billion 
available to be used to reduce future borrowings. Given that the actual amount of future borrowings is not 
$1.7 billion, but $11.7 billion, the government is then saying that it needs to borrow an additional $8.7 billion. 
Then, if under the furphy of these new assets that $5 billion is just for existing assets, the government will still 
need to borrow another $3.7 billion. Let us make it clear: if the government sells all the assets it says it will and 
then only does what is already in the budget, even after selling all those assets, it still will need to increase the 
debt of the Western Australian budget by $3.7 billion. Then, in the first year after the current forward estimates, 
the government will have to continue to borrow and debt will continue to increase. Under the current 
government’s plan, what has been laid out for us is that there is no plan to stop borrowing money. The amount of 
debt being burdened on the taxpayers through the budget will grow forever without limit and without end. That 
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is the plan of the Liberal Party. Indeed, once the assets have been sold, they cannot be sold again. That is the 
government’s plan to finance its infrastructure from selling assets, but at what point does it run out of assets to 
sell? No wonder Western Australians are rejecting the privatisation agenda of the current government. It is no 
plan. The only way to deal with debt is exactly as the Labor Party keeps saying: it has to be paid off slowly—like 
paying off a house. The budget has to carefully be managed and dealt with in that way. This is no plan. Even if 
every single asset sale goes ahead, the government is going to come back and ask for higher borrowing—more 
debt, even after it sells all its assets. In the first year after the current forward estimates, the government would 
be back here asking for more borrowings and more debt. The only way that debt can be repaid is to run a cash 
surplus. That is the only way debt can be repaid and that is exactly what happened when Labor was in power. 
We ran eight underlying surpluses for the eight years that we were in office and there were cash surpluses in 
many of those years. 

The government taunts us and says that apart from the rail line to Mandurah, Forrest Highway, Roe Highway 
stages 4, 5, 6 and 7 and the largest school building program in the history of the state—which happened under 
the Labor Party; it was a much larger school building program than that of the current Liberal government—the 
Labor Party did not do anything. The government says that apart from putting aside $1 billion for Fiona Stanley 
Hospital; the largest school building program in the history of the state; Roe Highway stages 4, 5, 6 and 7; 
Forrest Highway; and the railway to Mandurah, the Labor Party did not do anything. The government says that 
apart from the refurbishment of every single hospital north of Perth; the largest single building program of 
schools in the state; Roe Highway stages 4, 5, 6 and 7; $1 billion in the bank for Fiona Stanley Hospital; 
Forrest Highway; and the railway to Mandurah, the Labor government did not do anything. The government says 
that apart from the refurbishment of a number of the train stations in Perth; the largest construction program of 
schools in the state; Roe Highway stages 4, 5, 6 and 7; Forrest Highway; the railway to Mandurah; the extension 
to the northern suburbs; the new train stations; and the refurbishment of all those country hospitals, the 
Labor Party did not do anything when it was in government. But it also did not borrow any money; in fact, it 
repaid money. The plan of the Liberal Party, even if it sells all the assets, is to increase debt. It will come back 
every year from now until it loses government asking to borrow additional money. That is the Liberal Party’s 
plan. That is what the Treasurer outlined for us today. There is no plan to repay one cent of debt. Nothing will be 
repaid from the general government sector if the plan is implemented as explained by the Treasurer. Let us get 
that straight. Yes, about $8 billion will be taken off our net debt position if we sell Western Power and Fremantle 
port, but we will no longer have those assets. 

Consumers of electricity in Western Australia should understand something: they will still pay for the use of 
Western Power; there is no reduction in costs by privatising Western Power. In fact, all the evidence around the 
world is that they will pay more for their electricity. That is exactly what happened in Victoria. Let us not forget 
that when people talk about the reduction in the transmission charges for electricity in Victoria, they do not say 
that 100 per cent of the reduction in the transmission charges for electricity was taken by the retail companies 
and not passed on to consumers. It went to the companies that sell the electricity, not to consumers through lower 
charges. In fact, only today there was an article in a newspaper on the east coast—I forget whether it was in 
Sydney or Melbourne—pointing out that $560 is the additional cost for someone on the east coast just taking the 
standard form contract for electricity. This idea that selling Western Power somehow either will improve the 
budget position of the state or reduce the cost to consumers is wrong. Not only that, it does not reduce the need 
for this minister, this government and that Deputy Premier to come back to this chamber and ask for more 
borrowings. That is the government’s plan. Let us not have any more kidding about this. Let us understand 
exactly what was explained by the Treasurer in the debate today. If the government proceeds in the way it has 
outlined in the budget and sells all those assets, those essential services of Western Australians against their 
interests—even if it got away with doing that—the amount of borrowings by the taxpayers of Western Australia 
for the budget would go up.  

More loan bills will come back to this chamber year in and out, even after those assets are sold. That is not 
a plan. Indeed, we have exposed The Hollowmen story of the budget. Yesterday I talked about the 
National Party’s Kath & Kim approach to politics. Today, we expose The Hollowmen approach—another 
wonderful ABC comedy. The Treasurer explained to me, “Yes, I announced a $5 billion infrastructure fund in 
the budget, funded out of the sale of assets, but you don’t understand that. It doesn’t mean we are going to build 
any additional assets.” He said that that $5 billion could be used to fund the already announced assets in the 
budget. He presented an image to the community that selling Western Power and the ports would deliver 
$5 billion of new assets; but now we find it will not. There is no guarantee of any additional assets from the sale 
of those important public services. That is what has been exposed today. The government is tired; it has run out 
of ideas; it has had its time; it is dysfunctional. It is time for a better alternative. It is time for an alternative 
government that will put the people of Western Australia first and put the interests of Western Australians at the 
heart of the debate we have in this state, rather than making political hollow men statements such as the 
$5 billion infrastructure fund announced in the budget. 
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Liberal members should not misunderstand exactly what the Treasurer is saying: he is saying they cannot have 
that special project in their electorates; they cannot have the things they would like delivered for their 
communities. That is what this hollow men sneaky plan is: a $5 billion fund that will never exist. Even if the 
assets are sold, it will not exist. 

Let me make it clear: the only way he will be able to build new assets will be if every dollar of those additional 
assets is paid for with borrowed money. He has outlined that today because he already told us that he has to raise 
an additional $10 billion. That is more than the value he will get out of those assets sales. This is a con. The 
Treasurer has finally admitted that there is no plan. The only plan the government has is to borrow more money, 
and we have seen where that has got us. 

Let us understand another thing: the reason we have lost our AAA credit rating and are on negative watch on our 
AA credit rating is that the credit ratings agencies do not trust this government. They look at seven Treasurers in 
eight years, the lack of control, the lack of planning and things such as the Perth Stadium that has no guarantee 
of income. The state will bear all those costs and whether anybody ever uses the stadium or not we will still have 
to pay for it. We will have to pay for the operating costs. There are not many customers for the stadium. Football 
teams have not even made an agreement to use the stadium yet. The biggest selling point is that we will be able 
to watch AFL finals at a 60 000-seat stadium, but the AFL has not even agreed to use the stadium. We have 
already paid for it; we have already committed to the maintenance and operational contracts—all those things 
have been paid for by taxpayers—yet there is no income. 

Mr R.F. Johnson: It is actually a liability. 

Mr W.J. JOHNSTON: It is a massive liability, and we are paying 7.7 per cent on the debt. I found out the other 
day that we are paying 11 per cent on debt at the Water Corporation. For crying out loud, how many times can 
we get dudded? Apparently, it is without limit for the Liberal government. It gets dudded all the time because it 
is not good at putting taxpayers’ interests first. Sadly, the Premier is not here to listen to this, but if the 
government wanted to put taxpayers’ interests first, it would have a process of analysis and evaluation and then it 
would make a decision. It should not be making decisions and then implementing them only to say, 
“Oh my God, it did not work out as we expected, but, my God, we tried!” 

Mr R.F. Johnson: Then put it through cabinet. 

Mr W.J. JOHNSTON: That would happen only if we were lucky. The Premier’s and Treasurer’s approach to 
financial management is like the Bundaberg Rum advertisement, in which they build the boat and as it is 
launched it sinks. They go back to the bar and cheer themselves and say, “Well, at least we tried.” That is what 
this government says: “At least we tried.” That was the government’s defence when it spent $500 million on the 
Ord scheme: “Oh, but we tried. This has been talked about for 60 years. We tried.” The reason it had been talked 
about for 60 years is nobody could ever make the figures add up. They tried, and guess what happened? The 
figures never added up. During the suspension of standing orders debate the other day I was criticised by the 
Leader of the National Party because I said that there were no crops on the expansion area. I am terribly sorry! 
I was wrong: 22 per cent of the additional land area is used for cropping. Oh, my God! Seventy-eight per cent is 
empty and the Leader of the National Party calls that a success. Eleven permanent jobs were created for 
Aboriginal people and he called that a success. With $500 million, we could have given half a million dollars to 
every Aboriginal person in the East Kimberley and they could have made their own decision about what they 
wanted to do. The government just gave that money to a Spanish-owned contractor based in Sydney. That is 
what happened. The government gave the money to a foreign-owned company. There is nothing wrong with 
foreign-owned companies, but if the government wanted to help the Aboriginal people, it would have helped the 
Aboriginal people and not paid a contractor to build a project that does not function. That is exactly what 
happened and that is what we find happens again and again. I come back to the Treasurer’s explanation. If we go 
through with the Treasurer’s plan and if the Liberal Party wins the next election, it will be back in here 
continuing to borrow more and more and more money. 

Members should also think about this: it is true that if we pay back the $8 billion debt in government trading 
enterprises, that will reduce the net-debt position, but it will not improve the government’s budget position. I am 
not going to get into a technical argument with the Treasurer about how he calculates whether Western Power 
pays money to the government, because that is absolutely ridiculous. I leave that to one side. The point is that the 
$8 billion held by those two GTEs is serviced by those GTEs and the interest costs are borne by the customers of 
the GTEs, not by the taxpayers. That is a complete and utter straw man. 

Mr R.F. Johnson: It’s a furphy. 

Mr W.J. JOHNSTON: It is a complete furphy. It is a straw man. The government argues that that has nothing 
to do with the debate. The question is: what does the budget look like, not what does the GTE performance look 
like. We can have a completely separate debate about that. What is it that the budget looks like? UBS Investment 
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Bank in Sydney made clear in its advice paper to its clients that the sale of assets in New South Wales will lead 
to the state of New South Wales having a lower financial outcome than it would have if it retained the 
New South Wales power pole business in government hands. UBS stated that in a research note it published to 
its clients. I am just trying to find it; I have it on my phone. That is what UBS made clear. If anyone has 
a problem with that, I am happy to share with them a copy of the UBS paper that points out that selling assets, 
even in New South Wales, which does not have a budget deficit, will lead to a lower budget outcome. It will 
make the state less wealthy.  

That is not some Labor Party statement or some union-backed analysis. That is the analysis by UBS Investment 
Bank. Interestingly, UBS is one of the advisers to the New South Wales state government on the power assets 
sale. It is not as though these people are in the pocket of the Labor Party. These people are employed by the 
New South Wales government to sell its power assets, and their advice is very, very clear—unequivocal—that 
selling the power assets would make the state of New South Wales less financially secure. It is like having 
a mortgage on a house. We can sell the house and pay back our mortgage, but we still have to live somewhere. It 
is the same for electricity consumers in this state. The government can sell Western Power, but people still have 
to get electricity through the line connected to their house and pay the person who owns it. Everywhere around 
the world, the experience is that electricity costs go up, not down, and reliability goes down, not up, when we 
sell electricity systems. 

Is it not interesting that one of the transmission companies in Victoria is AusNet Services, formerly known as 
SP AusNet? SP stands for Singapore Power. When I visited Singapore Power’s headquarters in Singapore last 
October, it told me that Singapore Power in Singapore would not be privatised in any circumstance. It has no plans to 
do it. It has looked at the idea and rejected it. Interestingly, only this week the Singaporean government announced 
terminal 5 for Changi Airport, which will double the capacity of the existing four terminals. It will go from handling 
30 million passengers to 60 million passengers per annum. I might have the figures wrong, but I know it will double. 
The government has rejected a public–private partnership for terminal 5 at Changi Airport because it says that the 
costs would be higher and the service standards would be lower if it let the private sector do it. 

The Singaporean government is buying back its privatised train network because of reliability problems. These 
are actual experiences around the world. As I said, even if the Liberal Party gets its way and, with the support of 
the National Party, sells all these assets, debt will go up, not down. General government sector debt will continue 
to rise and there will be no additional expenditure unless debt goes up even further. The Treasurer outlined for us 
that the $5 billion infrastructure fund can buy only the infrastructure that is already in the budget—unless debt 
goes up even further. Every dollar that it spends on infrastructure not included in this year’s budget will result in 
higher debt for the general government sector. We have learned that here. 

There was also some discussion about when the next Loan Bill would have to be brought in. I completely reject, 
and I do not accept, the Treasurer’s argument that we will have to see what happens during the election 
campaign and that the government does not know for how much the next Loan Bill should be. 

Mr R.F. Johnson: It may well be one of the first tasks of your government. 

Mr W.J. JOHNSTON: I do not know what the election result will be, so I do not know whether it will be 
a Labor government or a Liberal–National government. 

Mr R.F. Johnson: I have a pretty good feeling. 

Mr W.J. JOHNSTON: The member for Hillarys can say that. I will not speculate. We will campaign for the 
support of the people of this state because we believe that we have the leadership with Mark McGowan and that 
he deserves to be Premier. We have a united team working together to put the people of Western Australia first. 
There is chaos and dysfunction on the other side of the chamber. The government is tired and has run out of 
ideas. Saying all those things, I do not know what the election result will be. The point I make is that it is 
irresponsible of the government to bring in a Loan Bill that does not reflect its plan for borrowings. Its plan for 
borrowing is for $1.7 billion. The government then says that it might get some privatisations done. At the 
moment the upper house is still debating government amendments to the Utah Point sale bill—the Pilbara Port 
Assets (Disposal) Bill—with four weeks of Parliament to go. If the government succeeds in passing those 
amendments, it will have to be brought back here for further debate. 

I point out to members that the government said that Utah Point would be sold on 1 July 2016. Clearly, that did 
not happen. The Fremantle port legislation is nowhere to be seen and the National Party says that it will vote 
against it. The Western Power sale is a nod and a wink; the Premier is running around telling backbenchers not 
to worry about it. He says that he knows it is unpopular, but the government will not do it anyway. Indeed, the 
member for Wanneroo told the Australian Services Union and the Electrical Trades Union WA that he is against 
the sale. The member for Wanneroo says that he is against the sale. Is that not interesting? 

Ms S.F. McGurk: That will not get him a ministerial spot—or will it? 
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Mr W.J. JOHNSTON: It will be interesting to see. If he goes into cabinet, he will have to quit because he is 
opposed to the sale of Western Power, and, of course, as the member for Churchlands knows, someone cannot be 
in cabinet and disagree with the decisions of cabinet. If he is opposed to the sale of Western Power and he gets 
the gig to replace the member for Darling Range, he will have to resign. 

Mr R.F. Johnson: Unless you’re a National. 

Mr W.J. JOHNSTON: Unless he is a National. Every day the government comes in here and demonstrates why 
its time is up. This bill is another example of that. This bill does not reflect the government’s own budget. Its 
budget states that this Loan Bill should be for $11.7 billion. That is what the Treasurer explained. Even if he gets 
the Arthur and the Martha through by getting all these privatisations done, the Loan Bill should be for 
$3.7 billion—that is even if he gets his way, and if he does not make one extra campaign promise in the election. 
One extra campaign promise and that $3.7 billion will go up. This is a government in disarray. It has had its 
time. It is time for fresh leadership. 

MR B.S. WYATT (Victoria Park) [1.37 pm]: I rise to speak on the Loan Bill 2016 and to commend the 
member for Cannington on his impassioned contribution at the third reading stage. In particular, he outlined the 
record of the former Labor government, which managed to perform a significant capital works program during 
its time in office, yet concluded its time in office with net debt at $3.6 billion and net debt in the general 
government sector at zero. The Labor government was net debt–free with some $3.5 billion of financial assets 
despite a huge capital spend. I have made this point before: interestingly, the asset investment program, formerly 
the capital works program under the former Labor government, peaked in 2008–09 and, effectively, has been in 
decline since that time as a percentage of either total public sector expenses or total public sector net worth. 
I have made that point a number of times in this place and no doubt I will continue to make it over the final four 
weeks of this parliamentary term. 

Before I get further into my contribution to the third reading debate, I thank the staff from Treasury for the 
opposition’s briefing. It is always very useful when the opposition gets access to government staff. It is very rare, 
but it is always very useful to enlighten us on government legislation. This is the fourth Loan Bill of the Barnett 
government. I remind members that in the eight years of the former Labor government under Geoff Gallop and 
Alan Carpenter, there were two loan bills: one was for $260 million and the other was for $250 million. The four 
loan bills we have had under the Barnett government have been for $8.3 billion, $5 billion, $8 billion and now 
$1.7 billion. As the Treasurer acknowledged in his party room, in Joondalup, as reported in The West, and during 
the second reading stage debate, this Loan Bill is required so that the state does not run out of money. That is 
where we are. We are now borrowing to fund the recurrent activities of government. Last year, when we debated 
whether to give the government authority to borrow an extra $8 billion, we had a conversation about whether the 
recurrent expenses of government were effectively still coming out of the cash of the state. Now we are 
borrowing to fund those recurrent expenses. I dare say we are now in the middle of what will be the largest 
operating deficit that the state has seen. 

As I pointed out yesterday, during our matter of public interest debate, everybody knew that this would be 
inevitable. The way that the member for Cottesloe as Premier has gone about managing the finances is entirely 
consistent with his entire political career, which has been a long one. He has been in this place a long time. 
I quote ad nauseam in this place the letter that John Langoulant wrote to then Premier and Treasurer 
Richard Court in 1988 pointing out that individual ministers, specifically the then Minister for Education the 
member for Cottesloe, continued to make commitments outside the budgetary process with no costing. One can 
only imagine that the then Under Treasurer in frustration wrote what is quite an extraordinary letter. Anyone 
who wants to read it can have a look. Admittedly, political times have become more willing since then, but if 
members have a look at that letter, it is an extraordinary letter from an Under Treasurer to a Premier and 
Treasurer. Certainly, it was no doubt written in frustration. Mr Langoulant in the letter made the point that the 
government could not continue to treat windfall moneys, which is how the former Treasurer Christian Porter 
described royalties, but in 1998 referred to stamp duty, as permanent revenue. That is what the government did. 
Year after year the statement of risks of each budget paper No 3, the Economic and Fiscal Outlook, stated that 
iron ore royalties were high, but they would decline in due course. Secondly, the government was put on notice 
that the GST was declining down to levels that we actually have not reached. We knew what GST was doing and 
we knew what iron ore was likely to do, but government still spent that money as though it was here to stay. It 
locked in spending, primarily by way of wages. 
I think the Treasurer said today that 50 per cent of the capital spend has been from borrowings and 50 per cent 
from other sources. The Treasurer is nodding his head in affirmation. Effectively, the borrowing has gone into 
capital. Members, despite what has happened with the GST, revenue growth has been healthy under the Barnett 
government. I think we are probably at about 40 per cent since the Barnett government came to power—I will 
have to go back and update my figures—but that has been locked in to the recurrent side, which makes it very 
difficult to reverse. The Treasurer made that point during the consideration in detail stage. The problem is that 
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we have had a Premier whose entire business plan in government is built around the capacity to spend. The 
member for Cottesloe’s business model was built around the capacity to spend money as though the good times 
were here to stay, as John Langoulant highlighted in 1998, when the member for Cottesloe was the education 
minister in the Richard Court Liberal government. The credit rating agencies talk about the Liberal government’s 
lack of political will because they simply do not believe what the government says that it will do. I guess the 
classic example is asset sales that have been announced in two separate budgets, yet here we are no more 
progressed than the sale of the Canning Vale markets, which had a negative impact on the state’s balance sheet. 
That is the only asset beyond the usual movement of land sales that no doubt happen under all governments—
land is purchased and land is sold. 
I have another document that I like to quote because it is an interesting debate. I encourage all members to read 
it. It is a debate led by the member for Cottesloe, the now Premier. He describes it as his first substantial speech 
in Parliament, which was on 28 August 1991. Indeed, that just highlights how long the member for Cottesloe has 
been in this place. It is a speech on a motion to establish a select committee on state debt that goes into 
eight areas the member for Cottesloe and now Premier wished the select committee would inquire into. The 
circumstances were quite different in respect to the cost of debt. Again, quite interestingly, the Treasurer offered 
that insight up during the consideration in detail stage. In 1993, the cost of debt was three times the cost — 
Dr M.D. Nahan: Interest as a share of expenditure was three times what it is now. 
Mr B.S. WYATT: Interest as a share of expenditure was three times what it is now; is that right? 
Dr M.D. Nahan: Yes. 
Mr B.S. WYATT: That is interesting bearing in mind that we are in low interest rate times. I was very pleased 
to hear the Treasurer say that we cannot rely on that. Low interest rates are probably not here to stay forever, and 
if the government is constructing a fiscal plan around low interest rates, it is setting itself on an even more 
dangerous path. The point from the member for Cottesloe’s speech that I quote the most states — 

Only by running Budgets on a surplus basis can we hope to reduce our debt over time. Thirdly, we need 
a change in policy in the way in which we operate our State Budget. We need to shift the financing of 
non-income generating assets away from debt finance into finance from current revenues. That is the 
socially responsible thing to do, it is the economically responsible thing to do, and for this generation it 
is a fair thing to do for the coming generation. 

I want to focus on the first point the member for Cottesloe made in that speech. He said that only by running 
budget surpluses can we hope to reduce debt over time. That is the reality. The member for Cannington outlined 
the likely impact on the operating account on the state budget of the sale of Western Power. I think he might 
have also referred to Fremantle port, but it was primarily Western Power. It is the issue of the budget. That is 
what the member for Cottesloe pointed out way back in 1998. Indeed, that is what Richard Court and Eric Ripper 
took as guiding principles during their time in government: run surpluses on the operating account. That does 
two things. That is how the capital works program is funded, or asset investment program or whatever we want 
call it—the capital spend—but that is also how we keep debt low. That is what Eric Ripper did. At the time, 
Labor paid a political price for the size of its surpluses. On a number of occasions, the man who would become 
Treasurer, Troy Buswell, described as obscene the government running large surpluses. With those operating 
surpluses, the former Labor government was able to deliver record capital spends for schools, hospitals train 
lines, desalination plants and all the things that the member for Cannington outlined. 
When the Labor Party lost the election in 2008, it bequeathed to the next government an incredibly strong 
balance sheet. It is a responsibility of governments to ensure that they leave future governments the capacity in 
their balance sheet to respond to the issues of their time. We cannot assume to know the priorities of 
governments elected in 2017, 2021 or 2025, because things change dramatically. For example, the global 
financial crisis really bit in late 2008. We do not have the balance sheet to be able to respond to that now. The 
commonwealth government responded to the global financial crisis and now it has balance sheet issues as well. 
Again, that was discussed with the Treasurer during the consideration in detail stage. 
The second point raised by the member for Cottesloe in his speech from 1991 is the way that policies are done 
around borrowing. The member for Cottesloe pointed out — 

We need to shift the financing of non-income generating assets away from debt finance into finance 
from current revenues. 

The exact reverse of that has happened under the member for Cottesloe as Premier. Again, I point out the 
percentage of net debt that is held now in the general government sector as a percentage of entire net debt in the 
total public sector. Now, well over 50 per cent of total net debt is held in the general government sector. Despite 
the member for Cottesloe saying in his self-described first substantial speech in this Parliament that we need 
a policy “to shift the financing of non-income generating assets away from debt finance into finance”, he has 
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done the complete reverse. He has borrowed heavily to do that and that has also impacted on the recurrent 
account. If an asset such as a hospital is built from debt finance, of course the operation of that hospital will then 
impact on the recurrent side of the finances, which is exactly what the member for Cottesloe pointed out back in 
1991. Unfortunately, when he became Premier and saw a balance sheet with lots of capacity, he took it upon 
himself to use that capacity. For years in the discussion in here and in the public domain, Mr Barnett has said, 
“It’s not our fault we’ve gotten to where we are; it’s the federal government’s fault for taking away our GST”, 
despite the fact that every single budget that the Premier was Premier for and, indeed, he might have even 
presided over one or two of them as Treasurer—one at least, I think—warned of that very thing. 
I began my contribution to the second reading debate for the Loan Bill 2016 by going through the seven dates on 
which each Treasurer was sworn in since the first Liberal Treasurer of the Barnett government on 
23 September 2008. Interestingly, and I pointed this out yesterday as well, if we went back seven Treasurers 
from then, we go back to when Sir Charles Court was Treasurer, and, presumably, Premier, for exactly the same 
period of seven years and 292 days—this is out by probably a couple of weeks now. However, the point I made 
about those seven changes of Treasurer during the term of the Barnett government is that it has had an impact on 
the fiscal plan, whatever it may be. We saw that change considerably after the 2013 election with a move away 
from total assets as a fiscal measuring tool for how the government is performing. Until then, the total assets of 
the state had been a fiscal measurement that the government looked to and measured itself against with respect to 
how it was performing. That was abandoned after the 2013 election. Mr Buswell never explained why but for 
whatever reason he moved away from that. When the net debt in the general government sector is increased, we 
end up at the point we are now at, which is why I asked the Treasurer today how much we pay each year in 
interest costs. The Treasurer said it would be around $600 million or $700 million this calendar year, 2016, 
which is not an insignificant amount of money. 
Yesterday, during question time, we had perhaps one of the starkest examples of why the erratic 
decision-making of government has had an impact on broader fiscal competence and confidence; that is, the 
issue around the Perth Freight Link. The Treasurer’s budget speech delivered in May this year specifically refers 
to the tunnel. It states — 

I am also pleased to confirm the Perth Freight Link tunnel construction. 
However, the Treasurer said it in the media first and then confirmed it in this house yesterday that the tunnel project 
has not gone to cabinet. How has it made it into the budget if it has not gone to cabinet? I sense that this is part of 
the frustration of the member for Alfred Cove in his critique of the member for Cottesloe as erratic in the way he 
makes his decisions around the finances. What I suspect has happened over time, and I have said it before in this 
place and the members for Alfred Cove and Darling Range confirmed this with their commentary on the Barnett 
government, particularly around cabinet processes, is that the cabinet in its first term when the damage was really 
done, rubberstamped anything that the member for Cottesloe wanted as Premier without the appropriate 
interrogation. That is why we have the scenario in which the Treasurer’s speech has confirmed a project, not an 
insignificant project, a tunnel, and yet it had not gone to cabinet. The Premier makes a decision and then cabinet 
runs along behind to try and catch up. Is it any wonder this government has problems with its projects? 
In the last 10 minutes that I have for my contribution, I want to make some points about the issues I raised 
initially about the Ord River scheme. The Auditor General’s Ord report of a couple of weeks ago now is 
a scathing report that even the Minister for State Development held up yesterday as diabolical. However, it 
makes the point that the government is forever measuring—it has done this before—the amount of money spent 
on Aboriginal people. This was used on 25 April 2015 to justify the Premier’s words at the time that remote 
communities needed to be closed. The front page of The West Australian outlined that $53 million was spent in 
Roebourne, but it was never made clear exactly how much of that was on standard government services provided 
to all members of the community versus how much was provided specifically for Aboriginal constituents for 
whatever reason, whether it be diabetes or legal, health or educational services. We have seen it happen time and 
again, and it was recently reported in The Australian as well on 23 August this year with the headline, 
“$6bn a year fails to help Aborigines …” It may be right, but there also needs to be an element of honesty with 
how this is reported. Are we including in those figures the services generally available to people living in remote 
parts of Western Australia? Those services, as we all know, are expensive to deliver. The government said that it 
was doing the Ord project for the Aboriginal people, but, as highlighted by the Auditor General, we do not know 
whether there has been a positive outcome. It will be the Aboriginal people against whom that cost is measured 
and they will therefore be held to account for the $500 million spent on the Ord. We need to get more 
sophisticated in how we report on these things, instead of just saying that $X billion or whatever the figure is has 
been spent in Aboriginal communities. A better analysis needs to take place so that we can operate with a greater 
degree of knowledge about services that may or may not be specifically for Aboriginal people, for whatever 
reason, versus services provided to a remote region of Western Australia. 
As I said during the second reading debate on the Loan Bill 2016, this is the fourth Loan Bill of the Barnett 
government—the Treasurer was good enough to confirm that this is the fourth Loan Bill—which in total 
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authorise $23 billion in borrowing. What was perhaps the more interesting part of the discussion with the 
Treasurer is that, all things being equal, and this is a dangerous thing when we look across four years—I accept 
that, Treasurer—with the current forward estimates, the state needs to seek authority to borrow another 
$10 billion standing still. It was interesting that the Treasurer only sought to bring in authority to borrow 
$1.7 billion. We analysed this at some length during consideration in detail. I actually accept the position taken 
by the Treasurer, this side of an election, that it is up to the government, whoever that government may be, to 
explain why, with that first loan bill that will no doubt have to come in at some point during the calendar year 
2017, it is seeking authority to borrow. As the member for Cannington pointed out, if nothing happens now, the 
state needs authority to borrow another $10 billion on top of the $23 billion that the current government has 
sought authority to borrow. Let that sink in for those who have followed the debt debate, including the member 
for Cottesloe who, as I said, way back on 28 August 1991 in his first substantial speech in this place talked about 
establishing a select committee to examine the state of debt in Western Australia. If we were to establish that 
select committee now, which I tried to do last term, one of the first things we would probably realise is that we 
do not have enough authority to borrow. The government will need another $10 billion, even without what is 
likely to happen during an election campaign and even allowing for, as the member for Cannington pointed out, 
the sale of Western Power. 
Debate interrupted, pursuant to standing orders. 
[Continued on page 6474.] 
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