
Extract from Hansard 
[COUNCIL - Tuesday, 13 November 2001] 

 p5364b-5371a 
Hon George Cash; Hon Dee Margetts 

 [1] 

APPROPRIATION (CONSOLIDATED FUND) BILL (NO. 1) 2001 
Second Reading 

Resumed from 25 October. 

HON GEORGE CASH (North Metropolitan) [7.49 pm]:  As members know, this is the budget Bill and it 
provides certain moneys to the Government.  The amount to be made available to the Government is 
$9 357.596 million, of which $908.044 million is permanently appropriated under these special Acts, leaving an 
amount of $8 449.552 million, which is to be appropriated to the services and purposes identified in the schedule 
to the Bill.  The schedule is clearly identified in the Bill and generally sets out those matters that were raised in 
the budget papers and tabled in this House on 13 September.   

When the budget papers were tabled, I made the comment that the budget was being tabled much later than is 
normally the case.  In recent years, it has been tabled well and truly before 30 June.  The Parliament has ensured 
that both Houses dealt with the legislation and passed it prior to 30 June.  That is clearly good financial 
management and accounting.  It also represents accountability, because one does not spend the money before it 
is appropriated by the Parliament.  The old system, prior to the former Government instituting the introduction of 
the Bills before 30 June, often saw budget Bills introduced into the Legislative Council, in particular, very late in 
the year, and on a number of occasions they were dealt with almost as the last item of business before the House 
adjourned for the Christmas break. 

I think it is clear, Mr President, that the reason for the delay was that the Government, having been elected in 
February of this year, wanted to set its own priorities and make its own decisions about the expenditure of funds 
for this financial year.  The Government has clearly set out in the budget papers its spending programs and its 
position on various areas, but in financial terms the Government got off to a bad start.  Members will recall that, 
soon after the election, the Government made the point of claiming that the previous Government had left a 
considerable deficit.  Day after day in this place the members and supporters of the former Government made it 
clear that those statements were patently untrue.  In my view, the patent lie that was pushed by the Government 
set the scene for the scant regard that this Government clearly has for the truth.  It is unquestionably a pattern of 
deceptive conduct that has continued since day one. 

Hon Tom Stephens:  That is not true. 

Hon GEORGE CASH:  The Minister for Housing says that is not true, but of all the people in this place to 
interject, when I mentioned the words “deceptive conduct”, most eyes would have been focused on Hon Tom 
Stephens, because members who have been here for a few years know the sort of things he has been up to during 
his time in this place. 

Hon Tom Stephens:  They have seen you, Mr Cash! 

The DEPUTY PRESIDENT (Hon Barry House):  Order, members!   

Hon GEORGE CASH:  The member will find out exactly what his deception will bring him, and I hope he 
enjoys the time resting in that fairly small space that will be made available for him. 

As I was saying, the pattern of conduct set by this Government has continued from when it argued that a deficit 
had been left by the previous Government.  Let us have a look at the Government Financial Results Report dated 
September 2001, because it makes pretty clear the real situation in which this State has found itself.  I am 
referring to a document dated September 2001 that sets out the balances for the various government accounts as 
at 30 June 2001 so that the complete financial year of 2000-01 is brought to account.  On page 17 of that 
document the estimated outturn was $255.1 million, the actual outturn was $221.6 million.  That says that there 
was $221.6 million available as at 30 June 2001. 

Hon Tom Stephens:  Mr Cash, I don’t want you to mislead the House, and therefore mislead yourself, but since 
that time there has been extra information that makes the situation worse. 

Hon GEORGE CASH:  Mr Deputy President, I do not need someone like Hon Tom Stephens trying to tell me 
something about accountability, because he is the last person in this House who should have anything to do with 
the word “accountability”.  He does not know how to spell it, and that is clear by his actions. 

Hon Tom Stephens:  Mr Cash, you are the worst proponent of deception in this place! 

The DEPUTY PRESIDENT:  Order!  Perhaps the member could cut the interjections. 

Hon GEORGE CASH:  I make the point that in my view the Minister for Housing and Works, Hon Tom 
Stephens, is the most deceptive person in this House - 
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Hon Tom Stephens:  No, you’re here, Mr Cash! 

Hon GEORGE CASH:  That comment will come back to haunt him in due course - there is no question about 
that.  I have been to the north west in the past couple of weeks and some of the comments made up there about 
Tom Stephens are very interesting.  People in that area are currently making inquiries about certain actions that 
have occurred, and it will be very interesting in due course to see the bottom line. 

Moving to the financial results in the Government Financial Results Report, this document - a government 
document issued by the Treasury Department - clearly states that the 2001 general government net operating 
surplus was $221.6 million.  Originally, the surplus had been estimated at $42 million; however, as a result of 
higher than expected revenue, that increased to the figure that I have just mentioned.  It was in fact higher than 
that, but certain amounts of money were expended, and as at 30 June an amount of $221.6 million was available 
to the Government.  So much for the argument that was being made by this Government that the previous 
Government left a deficit!  The facts are clear.  The previous Government left the State in a good financial 
position - there was money in the bank!  That is unquestionable. 

Hon Tom Stephens:  Only if you kept selling assets was it going to be possible to sustain your recurrent 
expenditure. 

Hon GEORGE CASH:  Hon Tom Stephens has picked up some words from somewhere and repeats them as if 
they mean something.  He really does not understand financial management.  He cannot even manage his own 
funds in a proper manner without getting himself into trouble. 

Hon Tom Stephens:  Yes, I can. 

Hon GEORGE CASH:  It will be interesting in due course when some of the facts come out.   

One of the other issues that came out of the budget is that the Government went to the election claiming that it 
would not increase any taxes and charges.  However, the budget documents contain a proposal to increase 
payroll tax by a considerable amount.  As of 1 January 2002 payroll tax is to be broadened to include a before-
tax, or grossed-up, component of taxable fringe benefits.  That will also be extended to include payments made 
under contracts wholly or principally for the labour of employee-like contractors.  The Government claims that 
this proposal will remove the current incentive for employers to convert common law employees to contractors 
in an attempt to minimise their payroll tax liability.  The Government did not say earlier in the piece that the 
increases to payroll tax, which will commence on 1 January 2002, will raise $63 million in a full year.  Another 
area in which the Government has increased taxes is land tax.  Before I move to the land tax area, I should say 
that all members would recognise that payroll tax is regarded as a tax on employers - a burden on employers - 
that costs jobs in the long run.  If we continually burden employers with expenses, the bottom line is that they 
end up putting off employees to try to meet their obligations for payroll tax.  Payroll tax represents about 31.7 
per cent of the taxes and licence fees that are to be collected in Western Australia for 2000-01.  That is a huge 
amount of revenue to flow directly from payroll tax.  The next highest tax is drawn from the financial 
transactions area, which brings in about 18.1 per cent of taxes and licence fees.  However, those financial 
transaction taxes comprise a number of separate taxes.  Those figures are not quite accurate because property 
generates 25.5 per cent of taxes.  That is followed by the financial transactions tax.  Payroll tax is to be increased 
by this Government, contrary to the promises it made before the election.  That will be a direct cost on jobs in 
Western Australia.  In October this year, it was estimated that 1 800 full-time jobs had disappeared from the 
work force in Western Australia.  An additional 3 400 part-time jobs also disappeared.  As at October, state 
unemployment had risen from 6.9 to seven per cent.  That is not a very satisfactory state of affairs for the growth 
of this State.  

Contrary to promises made prior to the last election, the Government has now decided that it will increase land 
tax.  The Government refers on various pages, particularly page 8 of budget paper No 1, to raising an additional 
$11 million in its first full year.  That $11 million represents the proposal to scrap provisions that allow 
companies and trusts to qualify for principal place of residence exemptions from land tax.  The Bill that will put 
that into effect has not been introduced in this House yet.  It is expected that the Bill will contain very few 
exemptions.  That will raise about $11 million in a full year.  It is estimated that the new land tax scale on 
unimproved values in Western Australia that are subject to land tax will raise additional revenue of about 
$29 million in a full year.  That will be from a tax that the Government said it would not impose, but that clearly 
is about to be imposed, as indicated within the Budget Statements.  

The next tool with which the Government went on the attack was the premium property tax.  That was the tax on 
homes that the Government concocted.  I do not know who dreamt up the idea.  However, clearly, it was aimed 
to snare a number of middle-income home owners in Western Australia as property values rose in this State.  In 
the first instance, it was suggested that only 900 home owners or householders would be affected.  It was argued 
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that it would affect only people who were considerably wealthy; that is, who owned land worth more than 
$1 million.  The Government did not bank on the impact of the history of Western Australia and the subdivision 
of residential lots around the Perth metropolitan area.  Clearly, the history of this State is that most of the 
subdivisions occurred along the riverfront in the first instance.  Many blocks were subdivided in the late 1930s, 
the early 1940s and into the 1950s in areas such as Dalkeith and Nedlands.  Many had magnificent views of the 
river.  People bought those blocks when Nedlands and Dalkeith were a fair distance from Perth.  The main 
residential areas were West Perth and Leederville, and, to the north, North Perth and Mt Lawley.  Towards 
Fremantle people were moving to what were then the outer suburbs of Nedlands and Claremont, although 
Claremont was established well before Nedlands.  For around £30 to £50 one could buy a very good block of 
land.  There are many stories of people having to use tracks to get to their respective properties before the sealed 
roads were built.  In due course, homes were built on them.  

A number of the original owners of homes built on those early subdivisions still live in the area.  They are the 
owners of land, some of which is worth more than $1 million, who faced the possibility of paying a considerable 
tax on what the Government deemed to be premium property.  However, the Government forgot that many of 
those people were either pensioners or superannuants on fixed incomes that amount to nowhere near the annual 
tax that the Government intended to impose on the value of those properties.  As a result of a fair amount of 
community comment, the Government decided that it would back off on imposing that tax.  It recognised that its 
proposed tax was a threat to families.  It recognised that as inflation continued over the years, many other 
properties would fall into the premium property tax category.  In fact, among some of the examples used to 
demonstrate to the Government the problems associated with their tax was a 25-year-old couple who spent 
$70 000 on a block of land.  Assuming a 12 per cent growth rate on the land rather than the consumer price 
index, because that does not necessarily correlate with the growth rate of land prices, the 25-year-old couple who 
paid $75 000 for their land would have been caught within the Labor premium tax net by the time they were 59 
years old.  As people said to me at the time, the impact of that tax would have been to turn freehold land into 
leasehold land.  

Labor was not attacking the rich people it thought it was attacking; it was attacking ordinary Western Australian 
people who were trying to get on with their lives and fund their own retirement, but who would have been faced 
with a huge imposition by this Government.  

When the issue of the premium property tax was raised in this House in recent weeks, some Labor backbenchers 
asked why we kept talking about something with which the Government will not proceed.  I am talking about it 
because the proposal to impose the premium property tax also clearly forms part of a pattern of deceit.  The 
payroll tax, the land tax and the premium property tax are all part of a pattern of conduct demonstrated by the 
way this Government is operating.  I will continue to talk about it for as long as the community is prepared to 
listen.  In my electorate, which stretches from the North Fremantle traffic bridge to north of Yanchep, an awful 
lot of people want to learn about this tax that was going to be imposed on them, because it was the ordinary 
people who woke up to this Labor con and realised that they would be caught within this premium property tax 
net. 

It just so happened that after a time, the heat was such that the state Labor Party decided to drop it.  I wonder 
whether it was a sheer coincidence that we were running up to a federal election and this issue was burning 
Labor votes in the metropolitan heartland, because the Treasurer of this State insisted that he intended to go 
along with the premium property tax.  Day after day, week after week, he insisted that there would be no 
backdown whatsoever.  All of a sudden, after Labor had done some polling and worked out how deep this tax 
was burning it, the Government decided to do a magnificent backflip, reverse its position and back out as best it 
could.   

At the time, questions were asked about whether the leader of the federal Opposition, Mr Beazley, had put 
pressure on the State Government.  Mr Beazley was seen on the television, and he made it clear that he had not 
spoken to the Treasurer and that he had not personally been involved in the backflip that occurred.  That is 
similar to the sorts of things that Hon Tom Stephens would do.  He would say that he had not personally been 
involved, but if one went behind the scene, one would find that he had in fact instructed someone else to put on 
the pressure to make sure there was a change.  Although Mr Beazley claimed that he was not involved, I assume 
that operators and apparatchiki within the Labor Party had clearly realised that this state issue was burning Labor 
in Western Australia, and they backed off as fast as they could.  The fact is that the Government did not need its 
federal colleagues to tell it that this was hurting, because the Opposition could see the damage that was being 
done by this tax throughout the metropolitan area.   

This tax will not go away for a long time.  In fact, now that the federal election is over, I wonder whether, 
miraculously, it will be reintroduced; or perhaps so much damage was done on the first try to introduce and 
implement this tax that Labor has woken up to the situation. 
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Another area that should be commented on is the economic forecasts that are contained within the budget papers.  
The budget, as brought down by the Treasurer, assumes an economic growth of four per cent per annum.  The 
budget papers were introduced into this House on 13 September.  Soon after that date, when members of the 
Opposition were talking about the budget generally in this House, it was made clear that four per cent was far too 
optimistic, and the Government would have to review its growth projections.  In fact, I said in the House on 
Thursday, 20 September, that the four per cent growth in gross state product was likely to be - I used the words 
then - fairly optimistic.  Given the various incidents that have happened in the world since that time, it seems to 
me that four per cent is not now fairly optimistic; it is patently wrong. 

At the time, the Government relied on various estimates by Access Economics and also the Chamber of 
Commerce and Industry of Western Australia.  The Chamber of Commerce and Industry in the past week or so 
has reviewed its growth estimates, and it has cut them in half.  It believes that growth will now be around 2.25 
per cent for the next year.  When that considerable shift in growth projections was publicised by the Chamber of 
Commerce and Industry, the Government was asked whether it would stick with its four per cent growth 
projections or whether it needed to review its position.  We were told that the Government intended to stick with 
its four per cent growth projections, but that when it reviewed the accounts generally and the economic position 
of the State in December, it might have to announce a change in growth projections. 

It seems to me that the smart thing for the Government to do would be to recognise now that four per cent 
growth will not occur this financial year and that there is pressure on employment in Western Australia, and 
indicate that it has had to review its position.  There is nothing seriously wrong in admitting that earlier forecasts 
are now out of date because of other events.  Those sorts of things happen on occasions.  Whereas we would all 
be happy to see four per cent growth, it seems to me that again that pattern of conduct emerges whereby, having 
said four per cent, the Government will stick with four per cent, even though economic analysts from around 
Australia, and indeed from around the world, are now predicting that many of the world economies will slow 
down.  Clearly, that will have an effect on Western Australia. 

One other matter that I am keen to raise is that the Government, in a number of its published statements, has 
made the point that it will save $852 million this financial year.  However, every time the Government is 
challenged to break down the $852 million, it is unable to do so.  That in itself is questionable and will need to 
be watched.  Whether or not the Government likes it, the fact is that it will not be able to make the savings that it 
thinks it will be able to make.  Part of the savings comes from the priority dividend that has been imposed on 
most of the departments in Western Australia.  Members will recall that in the Estimates Committee there was 
discussion on how that priority dividend affected various departments.  Some departments were able to explain 
the breakdown for the financial year 2001-02.  Few of the departments were able to provide a breakdown for the 
balance of the three years after that which form part of the four-year outward projections.  It seems to me that 
although the Government has totalled its alleged four-year savings, the departments themselves have not come to 
grips with those savings.  I have said before that I hope the Government is able to get that priority dividend and 
that it is able to make the cuts that it claims it is able to make - without affecting services, that is.  However, I 
regret to say that history shows that that will not occur.  Given that the suggestion is that next year the budget 
will be in well and truly prior to 30 June - one hopes it will be passed by 30 June - it will be interesting to see 
what actual savings occur when compared with the estimated savings which can be seen in some budget papers 
but which in other areas are still a blank in the minds of the various departments.  

Most members on this side of the House had the opportunity to speak about the budget when the budget papers 
were tabled.  In the past, it has been the usual practice of this House to deal at length with the tabled papers and 
to give the Bills a reasonably speedy passage through the House.  I expect that will be the case; in fact, as I 
understand it, the Leader of the Opposition has already spoken to the Leader of the House and has guaranteed 
that the Opposition will not spend a huge amount of time on these two appropriation Bills.   

I will raise a few other issues at this stage, given that this is an open debate.  Over the weekend we had a federal 
election.  Last week in this House, we heard from various Labor members in this House how they believed the 
Labor Party would win the election.  On one particular motion that was being discussed at the time - that is, the 
impact of the goods and services tax on Western Australia - members of the Labor Party gloated, arguing that the 
GST would be their salvation and that it would change the votes of people in Western Australia.  For weeks prior 
to that, Labor members raised the GST rollback.  To refresh members’ minds, rollback is the proposition that the 
Labor Party has been talking about for the past three years, which proposition led the Australian people to 
believe that there would be significant changes in the collection of GST in Australia and that a number of items 
would not be subject to GST.  For a very long period, Simon Crean, as the deputy leader and shadow Treasurer, 
spoke about this magnificent rollback that would occur.  When Mr Crean was questioned by political 
commentators and journalists, he said that it was a matter of policy and that the Labor Party would release 
information on what it would do in due course.  I assumed that Labor had a structured plan that would 
significantly change the GST in Australia.  On about 19 October, as the federal election campaign was coming to 
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an end, the acid was on and Mr Beazley was required to make public the GST rollback that would be the 
salvation of the Labor Party.  On 19 October, Mr Beazley said that he would put up a limited package that would 
remove the GST from power bills, cloth and disposable nappies, tampons and sanitary pads, long-term caravan 
park and boarding home rentals and funerals.  
Hon B.K. Donaldson:  That is a big saving for once in your lifetime. 
Hon GEORGE CASH:  I assume that the people at that launch must have been absolutely stunned, because, all 
of a sudden, the federal leader of the Labor Party stopped talking; there was no more.  This magnificent rollback 
that had been talked about was nothing but hot air.  When the political commentators had an opportunity to look 
at the savings that would occur as a result of this tiny shift in GST, they worked out that the average Australian 
would save $2 a week on what was to be the biggest of Labor’s planks as it went into the election.  The bad news 
was that the amount that would be saved on power bills would not come into effect until about 2003; it may even 
have been 2004.  There was no immediate impact at all; it was simply a promise into the future.  Labor put out 
the bait and people were prepared to nibble at it; however, in due course it was found that there was nothing in it 
at all.  They are the sorts of things that turned off the Australian people.   

The MV Tampa exercise has been mentioned by many in recent times.  Labor now claims that the MV Tampa 
exercise was one of the reasons it was not elected last Saturday.  When the MV Tampa crisis erupted - that is, 
when that vessel came in from Indonesian waters and was anchored off the coast at Christmas Island - in the first 
instance, the Labor Party was not prepared to support the Government’s legislation to deal with that issue.  I do 
not know how that decision was made, but clearly it was the wrong political decision.  Within a matter of days, 
the Labor Party reversed its position; in fact, in the end it was so close to the Liberal Party on the illegal 
immigrants issue that one could not have fitted a piece of paper between them.  One could not distinguish the 
difference between the Liberal position and the Labor position.  I was fairly surprised to see the Labor Party as 
far over to the right as it clearly was, as Mr Beazley walked shoulder to shoulder with Mr Howard whenever the 
issue of illegal immigrants was raised.  In the back of my mind, I thought that there must be a lot of people in the 
left wing of the Labor Party who do not agree with Labor’s position.  However, the majority certainly remained 
mute.  There were only very occasional break-outs on the way to the federal election.  Interestingly, the minute 
the Labor Party lost the election, one of the first issues that was raised was its position on illegal immigrants.  A 
number of Labor Party members made it clear that they believed the Labor Party had taken the wrong course and 
that it should never have been walking shoulder to shoulder with the Prime Minister on this issue.   

The bottom line is that Labor assumed that opportunistic politics would get it across the line, so it moved across 
to the right; whereas many of its members, who had worked on the question of principle, had not moved at all.  
When the traditional Labor Party voters looked at what was on offer, they saw Mr Beazley walking shoulder to 
shoulder with Mr Howard on this issue and they saw the Greens on the other side, who had a principle position; 
it was not a position that I necessarily agree with, but it was a principle position.  Many Labor people decided 
that they would rather support the principle position of the Greens than the opportunistic, political position that 
their federal colleagues had decided to embark on by walking shoulder to shoulder with Mr Howard.   

The election has come and gone, and recriminations are clearly beginning in the Labor Party.  An article in 
today’s The Australian Financial Review, under the heading “Labor heads must roll, says Carr”, reads - 

NSW Premier Mr Bob Carr has called for resignations and retirements within the federal parliamentary 
party after its debilitating electoral defeat in the State. 

In New South Wales the swing against Labor was 3.35 per cent, which was probably the biggest of all the 
swings across Australia.  As the recriminations continue in the Labor Party, we on this side of the House will 
watch with interest.  I have said to a couple of my colleagues that if we get an opportunity, and the Labor Party 
needs a vote on anything, I will vote for Simon Crean as leader and Jenny Macklin as deputy leader. 

Hon Simon O’Brien:  The dream team? 

Hon GEORGE CASH:  Yes, we are very keen that they get the jobs.  Simon Crean promised the huge goods and 
services tax rollback.  He did not deliver in the end, but Mr Beazley had to give the news to the people.  I do not 
know Jenny Macklin particularly well.  I see her on the television from time to time.  Hon Ed Dermer must get in 
there and support the dream team, because Australia has woken up.  It seems that if we get the dream team, 
Australia will be further awake to the tricks of the trade that the federal Labor people will be getting up to. 

The Opposition will not vote against the Appropriation (Consolidated Fund) Bill (No. 1) 2001.  However, I make 
it clear that some of the measures to raise revenue that have been forecast in this Bill will be in the substance of 
separate Bills.  I refer particularly to the payroll tax and land tax increases.  We will not support those Bills.  We 
do not believe that the Labor Party has a mandate.  The Labor Party deceived the electors of Western Australia 
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when it set out upon a course of action of claiming that there would be no increases in taxes and then, only a few 
minutes after getting into government, decided that it wanted to raise land tax and payroll tax in this State. 

I give the Government notice on behalf of the Opposition that that is the situation.  It will be up to the 
Government to work through the difficulties that may flow from that course of action.  When the Government 
decided not to continue with its premium property tax Bill, which would have raised in excess of $10 million 
each year, it said that certain budget items would have to be cut to make up for the fact that it was not bringing in 
the $10 million.  What the Government did not say is that it earns about $500 million a year in interest and that 
its oil and gold royalties are written in at amounts considerably less than the actual that is coming in.  It also did 
not say that $221 million was available on 30 June, which was a complete contradiction, of course, of its earlier 
statement that there was a deficit. 

There is probably sufficient funding to withstand the premium property tax, the land tax and payroll tax not 
coming to fruition, so long as we are joined by certain other parties in this House.  With those comments, I 
indicate that the Opposition will not vote against this Bill. 

HON DEE MARGETTS (Agricultural) [8.35 pm]:  I will speak mainly on an omission in the appropriation 
Bills.  The omission is not only in this Bill, but has been an ongoing problem with State Governments in Western 
Australia.  The omission is the clear costing of the support that the Government, on behalf of the taxpayers, gives 
to the major resource development projects in Western Australia.  I refer, of course, to the state agreement Acts 
of Western Australia.  They are an important aspect of the budget, because they are mentioned when money is to 
be spent on a major area of infrastructure. 

Members may recall that during the past couple of days I have asked questions about the Iron and Steel (Mid 
West) Agreement Act and what costing the current Government has made if, by some miracle - it would have to 
be a miracle or a nightmare - the proponents were able to acquire funding and committed to spend $100 million 
on the project.  The Minister for State Development has said that the Government has made no provision for 
what that cost would be to the taxpayer.  In other words, it has not set aside the funds for the infrastructure and 
some of the other costs involved.  This is a worry, because, as Hon George Cash has indicated, when the loss of 
revenue from the proposed premium property tax became obvious, the Government said that it had to find the 
money from somewhere else.  If, by some magical means, the project does go ahead, considerable expenditure 
will be involved.  Various members of this House have made estimates of what that might be. For the purpose of 
my research, I assumed the project would last for 20 years.  As a result, I estimated that we are looking at about 
$500 million. 

Expenditure has already taken place under the agreement Act.  There is no clear evidence that revenues from the 
project would go back to the state coffers.  We know that companies pay company tax, which goes to the 
Commonwealth.  Individuals may be employed on the project, mostly during the construction stage because very 
few people work on such major resource development projects during the ongoing stage.  The income tax that 
they would pay would go to the Commonwealth.  It is very difficult for a State Government to point to the line of 
revenue that would come back to it.  The amount of expenditure on the infrastructure is clear and is a budgeted 
item when it takes place.  The problem is the many areas that do not contain budgeted items.  Although the 
Government has moved to an accrual accounting system, it is very difficult to see those areas.  The funding may 
be there, but it is not clear and it is not associated with particular projects.  It is not clear where the royalty 
revenue would go.  Currently 64 or 65 agreement Acts are in force in Western Australia.  It is not compulsory for 
a major resource developer to sign a state agreement Act, but many do so because it is so beneficial for them.  
Not only that, but also in many cases the Department of Mineral and Petroleum Resources headhunts the project 
components.  Its staff go overseas to attend functions and headhunt people whom it wants to invest in a 
particular project.  run on  

It does not necessarily have anything to do with government policies at the time.  It appears that the Department 
of Mineral and Petroleum Resources, and perhaps also the Department of Industry and Technology, has its own 
idea of what industry policy is.  These proponents are headhunted by this department, and it then woos the 
prospective investors.  When a department woos a proponent to come to the State, it is a bit rude to then look 
that proponent too closely in the mouth.  What tends to happen is that an effort is made to win investment, and 
part of that effort is the promise of a special cosy agreement between the proponent and the Government.  Part of 
the benefit of such an agreement to the proponent is that it involves a secrecy or commercial-in-confidence 
clause.  Although a lot of taxpayers’ money is involved in these agreements, they do not need to be made public.  
That is evident from today’s non-response to the question about whether the proponent of the mid west iron and 
steel project has made a request to extend the Iron and Steel (Mid West) Agreement, because the answer was that 
under the agreement, this matter is commercially in confidence between the Government and the proponent.  
That is a nonsense when we consider the large amount of taxpayers’ money that is involved.  If an agreement is 
renegotiated, we should go back to stage one and as though the agreement had never been signed.   
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I am not concerned about just the mid west agreement Act.  In my research over the two years before I gained a 
seat in this State Parliament, I looked at three state agreement Acts in some detail.  I looked at the Iron and Steel 
(Mid West) Agreement Act as an example of an agreement Act that has not yet been formalised, because the 
trigger for the major expenditure by the Government - namely, that the proponent expend, or commit to expend, 
$100 million - has not yet occurred.  I looked also at the Wood Chipping Industry Agreement Act, which has 
now expired, although many aspects of that agreement apparently still exist.  I looked also at the Silicon 
(Kemerton) Agreement Act.  In each of those cases, I traced the lines of expenditure and the benefits; I looked at 
the money costs; I looked at the non-financial costs that had not been added in; and, most particularly, I looked 
at the taxpayer contribution and the areas of lost revenue, which included cheaper taxes, rates and charges.   

This is important because many of these agreements deal with minerals and resources and involve a discount for, 
or even an exemption from, the payment of royalties.  Although we tend to think that Western Australia is a 
resource-rich State, roughly 70 per cent of the largest resource projects in this State are covered by state 
agreement Acts.  That means when the Government is looking for extra revenue, it cannot increase royalties for 
that 70 per cent of the mineral resources locked up in state agreement Acts.  Therefore, any time the Government 
thinks about whether it should have a tiny increase in royalties - I do not think this should not be considered at 
some stage - it then has to contend with other companies feeling rather annoyed that the largest players and 
perhaps richest corporations receive these special benefits and sweetheart deals that generally last for 63 years. 

Given the changes that have occurred in the world with regard to so-called free trade, given the immense 
changes that have occurred in the Australian economy and society because of the national competition policy, 
and given that every piece of legislation at the federal, state and local level was required to be reviewed and 
amended for its anticompetitive or so-called anticompetitive elements, it appears to be one of the largest 
anomalies of this State’s legislation that state agreement Acts have remained unscathed.  Why?  The reason 
theoretically is that it is “in the public interest”.  However, none of these arguments has been tested.  The review 
of the state agreement Acts that took place under the national competition policy was not made public.  The only 
parties asked to give evidence were the parties to the agreement; that is, the State Government and its agencies, 
and the proponents.  Those parties were asked to give evidence about whether the agreements were 
anticompetitive; that is, about whether the state taxpayer received a benefit from the sweetheart deals between 
the Government and the proponents of the biggest resource projects in this State.  I would look more widely than 
that and at some of the environmental costs that usually are not counted.  Given that I found each of these 
agreement Acts to be in the negative in terms of the public interest, it appears that if we wanted to find a 
permanent black hole in state budgets, we need look no further than state agreement Acts. 
I believe that if an audit were done of Western Australian state agreement Acts, many of the proponents would 
be found to be in breach of part of their original agreement.  As I mentioned last Tuesday, it appears that if the 
proponents do not meet the conditions of their original agreement, all they need do is say to the State 
Government that they will take their investment elsewhere, or they may go under.  All state agreement Acts 
should be audited for a range of reasons; for example, to see whether they are in breach of national competition 
policy.  Members of this House will realise that I am no fan of national competition policy, but if farmers, 
country doctors, schools and hospitals all had to be audited for their anticompetitive elements, the sweetheart 
deals between the biggest resource companies in the State and the taxpayer, via the State Government, should 
also be reviewed.  If those companies are receiving a benefit that other companies and industries of a like nature 
are not receiving, and if these agreements have no clear rules and regional consistency, I believe they are in 
breach of not only the national competition policy but also the World Trade Organisation rules on subsidies.  The 
subsidy definitions clearly support this view.   
I believe that is the reason that so much secrecy still surrounds new state agreements.  If these agreements have a 
public benefit, why are they hidden away?  We should not sign any more of these long-term secretive and behind 
closed doors agreements without adequate scrutiny.  At the very least, the Greens (WA) support the 
Government’s proposal that state agreement Acts be scrutinised by a committee of this Parliament, and I am a bit 
perplexed about why the Government’s motion on this issue has sat mouldering on the Notice Paper for so long.  
The Government should bring it on.  It has the numbers in this Chamber to support such a sensible measure for 
the proper scrutiny of this use of public moneys.  If companies are given royalty and stamp duty holidays, 
reduced charges for the use of public infrastructure, and reduced charges for the use of such an important 
resource as water, the public should know about these issues before an agreement is signed that can be changed 
only with the agreement of both parties.  This is absolutely essential.  A clear example of a problem that is 
emerging is that stage 2 of the Ord River project is being negotiated as a state agreement Act, and under that Act 
the allocation of 670 gigalitres of water will supposedly be allocated for the price of a water licence.  Why is that 
important?  The Water and Rivers Commission has indicated that the agreed commercial value of water is 
$1 million a gigalitre.  I am not suggesting that irrigators generally pay that amount, but it seems extraordinary, 
when the rest of us realise how precious it is, that we are, in effect, giving it away.   
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A range of anomalies exists with regard to the use of water in state agreement Acts covering various mining 
projects.  Those arrangements must be reviewed.  They should be audited for efficiency, proper use of public 
funds, fairness and the things that are audited in every other piece of legislation, including whether they comply 
with the national competition policy.  Perhaps these big businesses were exempted because they had more 
influence than the dairy farmers, egg farmers or grain farmers who did not want to be forced into a corporate 
structure.  It appears that those with power get away scot-free and are not subjected to scrutiny under the national 
competition policy.  Those who need assistance and who use cooperative structures for their survival, and for 
whom those structures provide a benefit, are often pushed to make major changes.  There is no sense to this and 
everyone can see the range of benefits enjoyed by big business because it uses and abuses its market power.  
Everyone knows about the problems with supermarket chains, banks, corporations, telecommunications 
companies and so on.   
We have an example in our own budget structure of a glaring lack of information.  Every year we should be 
provided with the figures for revenue received and lost.  We should know what each project is costing.  The 
price of commodities changes dramatically over 64 years.  Often projects are no longer viable.  In some 
instances, the State has spent good money after bad.  It has gone so far and supported a project for so many years 
that it feels it must continue to do so.  The Silicon (Kemerton) Agreement Act is such an example.  The project 
has cost more than it has ever returned to the State.  I cannot see why we have not reviewed this methodology.  It 
would be useful to know the Government’s policy approach to heavy industry.  I intend to ask questions in the 
not too distant future about whether this will continue to be the State Government’s policy; that is, picking 
winners and assisting certain corporations and wooing investors from other countries for large, energy-guzzling, 
resource-using and often environmentally polluting industries.  Why are we continuing to do that and who is 
driving it?  This type of support has continued regardless of which party is in government.  It must be a product 
of the bureaucratic structure set up during the Court Government.   
Obviously the State produces a large amount of resources for export.  However, that is not translating to the 
revenue we expect to receive to deal with education, housing, health and the environment.  If we were to audit 
the state agreement Acts, we would find a large leakage of state government funds to prop up some of the State’s 
biggest investment projects.  At some stage, we must bite the bullet.  At the very least, the Government should 
decide what to do about the motion to allow scrutiny of these agreement Acts by a committee of this Parliament 
before they are signed.  There is no reason that any Government should sign agreements with private enterprise 
organisations binding it for 63 years and tying up large amounts of public money.  That should not be happening.  
If it is, the least it needs is greater scrutiny.   

One of the biggest problems with this budget is not what is in it but what has been left out.  That is a major issue 
and it must be addressed.  The Auditor General should make one of his goals to do a proper, skilled, 
comprehensive audit of state agreement Acts.  The audit should be conducted publicly so that the community can 
give evidence - not only the parties to the agreement.  There must be an open, publicly accountable audit so that 
people can provide information about assistance, anticompetitive activities and the circumstances of the 64 or 65 
major projects that the taxpayers continue to support.  The Government is still lining up to sign more of these 
agreements.  Enough is enough.  If this process is costing the State too much, we can no longer afford to use it as 
the Clayton’s industry policy of Western Australia.  

Question put and passed. 

Bill read a second time, proceeded through remaining stages without debate and passed. 
 


