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WESTERN AUSTRALIAN FUTURE FUND AMENDMENT 
(FUTURE HEALTH RESEARCH AND INNOVATION FUND) BILL 2019 

Second Reading 

Resumed from 19 November 2019. 

HON DR STEVE THOMAS (South West) [5.58 pm]: The Western Australian Future Fund has been talked 
about in many different forms for many, many years. As I am aware, it was first introduced in conversations by 
the then member for Darling Range, Hon John Day, who was an advocate in the mid-1990s for a future fund for 
Western Australia. But, of course, the concept has been around much longer than that. It started many years ago 
in European countries when a sudden influx of wealth in various places resulted in people being wise enough to 
put some of that money aside, particularly when the North Sea gas fields exploded. Some countries took the benefit 
of that and put aside significant funds for future generations to draw down over a period of time.  

We must remember, of course, that we discussed this during what was, at the time, the biggest resources boom and 
economic boom in the history of Western Australia, which started around 2000 and went until sometime near 2014. 

I have to mention that I am not the opposition’s lead speaker on this bill. I am just going to give some economic 
background before my good friend, Hon Nick Goiran, will no doubt take great interest in the medical components 
of the bill before the house. 

It is an issue that has been around for a long time. We went through a massive mining boom in Western Australia 
from around the early 2000s to around 2014. I note that the income from that sector—particularly from iron ore—
is not insignificant to this day. Although that continued growth at a higher level has declined, it has not dropped 
away significantly. We moved from iron ore royalties at $1 billion to close to $6 billion. It is maintaining itself at 
$5 billion to $6 billion. The initial concept of the Western Australian Future Fund was to take a component of that 
Western Australian wealth and set it aside for future generations. I do not know whether it was the work of 
Hon John Day at the time that drove it, but I suspect that it might have been. He was a great part of the conversation 
in the lead-up to the government that put this fund into place, with the legislation passing in 2012. He was keen to 
make sure that that sum was set aside during that period. Members might remember that it was an era in which 
Hon Eric Ripper was the Treasurer of Western Australia. Such was the growth of iron ore royalties that in a time 
when the entire budget was closer to $13 billion than the $30 billion that we talk about now, he managed to put 
$1 billion into projects. Members might remember that in one year $1 billion went into the Mandurah rail line. The 
next year, $1 billion was put into the first stages of Fiona Stanley Hospital. 

Hon Michael Mischin: And the rest went into the Office of Shared Services! 

Hon Dr STEVE THOMAS: A few hundred million dollars went into the Office of Shared Services, I am sure. 
Significant spare money was floating around at that time and the government was investing it in major projects. 
It was a push by Hon John Day and others at that point to say that some of that money should be set aside for 
future development. Let us look at where that money was coming from. The original act of 2012 saw activity start 
to occur in that fund from 2013 onwards. The Western Australian Future Fund is one of the Treasurer’s special 
accounts, so we can follow its history through the budget papers over the intervening period. The special accounts 
are in appendix 5 of budget paper No 3, if anybody is interested in going to look for them. 
For members’ interest, I have pulled out where we went with the Western Australian Future Fund. It was announced 
in the 2012–13 budget. At that point the future fund was to receive $1.1 billion in seed capital to be transferred 
from the royalties for regions fund. That was to give it a fair kick-off over the first few years. It was predicted that 
from 2012–13 to 2015–16, $1.1 billion would go into the fund as seed capital. If members look at subsequent 
budget papers, they will see that that largely happened. At the beginning of 2013–14, $306 million was the first 
tranche. During 2013–14, $283 million was added, taking it up to $589 million. In 2014–15, $282 million was added, 
taking it up to $878 million. In the following year, $159 million was added, taking it up to just over $1 billion—
$1.038 billion. At that point, one would assume that a small amount of money was being received into that fund 
as interest, but, effectively, most of money was coming out of the royalties for regions fund. 
The original act said that from 2016–17 onwards, a minimum of one per cent of the state’s annual royalty revenue 
would shift into the fund. At that point, the annual royalty revenue was coming up to around $6 billion so 
one per cent of that would be around the $60 million mark. That is what the budget papers start to show. There 
was a slowing of the fund. There was an expectation that in 2016–17 it would drop from hundreds of millions of 
dollars going in each year to $73 million. That is what occurred in 2016–17. In fact, the estimate was $73 million, 
but $82 million went in, which took it to $1.1 billion. In the three years after that we saw, because the non-addition 
of significant amounts of money other than the one per cent royalty stream, the amount of money going to the 
fund has slowed considerably. Under those first five years, which were under the previous government, the initial 
top-ups took it to $1.1 billion at an average of $225 million a year. A significant amount of money went into this 
fund. From 2016–17, that slowed considerably. 
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In 2017–18 and 2018–19 and, if we project for 2019–20 based on last year’s budget, the total is another $285 million 
over those three years. On average, $80 million a year went in as opposed to $225 million a year. That is important 
because it will slow the growth of that fund. That has obviously been the case. Why is this important? The 
fundamental change in the bill before the house changes the original idea, which was to take some money and set 
it aside for a significant time to allow the fund to develop to a considerable size before the state starts harvesting 
the returns on that and reinvesting that. The original WA Future Fund had no drawdown on its interest payments 
until 2032. It was designed to increase to a significantly higher amount of money so that by 2032 the state would 
have more money to spend. The fund was basically aimed at major infrastructure projects, which was not 
uncommon around the world at that time. 
The change that the government is putting forward today is to start taking that money out almost immediately. The 
interest basically will come out. I understand, and I am sure that the parliamentary secretary will confirm it at some 
point, that the one per cent royalty policy still applies under the health fund as it did under the WA Future Fund, 
so we can still expect $60 million to $80 million, depending on the price of iron ore—that is something that the 
government seems unable to answer the moment and is a bit embarrassed by. I am sure that the price of iron ore 
will correct in the not-too-distant future back to its long-term standard and we will find that the government’s 
estimate of around $72 million in the current year is reasonable. In the forward estimates the government is predicting 
it will go back to around $60 million, so the royalty stream will be reduced to the $60 million end of that range quite 
comfortably. I cannot get an answer out of the Treasurer, but at least the Treasurer is consistent in not providing 
an answer to those economic questions. It means that the money will not accumulate as rapidly as it would have. 
I guess there will still be the one per cent, so in those extra 12 years from 2020 to 2032, when it would not have 
been taking any interest payments out and allowing that fund to accumulate, if we assume that the iron ore royalty 
revenues over that period would have been between $60 million and $80 million a year, that is somewhere in the 
range of another billion dollars on top of the $1.4 billion or so that currently sits in that fund. That should still 
come into that fund. But we start to get the compound interest effect, and this is where this becomes an interesting 
economic question. Members will be aware of the joy of compounding interest as a wealth-creation tool. It is what 
we tell every saver when they start going out the first time round: the interest made on the savings as it compounds 
gives the greatest growth, whether it is in superannuation, savings et cetera. As someone starts to take the interest 
out, they start to miss out on that compounding effect. From 2020 to 2032, the size of the WA future health fund 
will ultimately be smaller than it would have been under the Western Australian Future Fund. The government 
will obviously argue that it has taken that money in the meantime and spent it on health investment, so, basically, 
it is an advancement of the expenditure that it would have had. It would have given the government a bigger pot 
of money down the track to do more interesting things, but, in the meantime, the government will take the interest 
component off this and spend it. 
When the parliamentary secretary gives her second reading response, will she be able to give us some estimates 
of the interest rates that the government is predicting it will receive for the payments on this? I would have said 
that the interest rates are pretty low at the moment and, on my calculations, I am not expecting a significant rise in 
interest rates in the near future—2032 is a fair way away—but I would like to think that we would have some 
indication of estimates. For example, if we took $1 billion and invested that in a 10-year bond rate, what sort of 
interest rate would we achieve? That would have told the government two things: firstly, effectively, the lost income 
that it is now going to spend so that it can work out what size the WA Future Fund would have reached; and, 
secondly, how much money it will have in the meantime to spend on health research. I think that would be a really 
interesting number to have on the table. I hope that someone in Treasury can work that out and give us some 
estimates, and I hope we get better answers than we do to my questions on iron ore pricing in the house. We will 
see how we go with that one. I would like to see how the interest rate is going to be managed there. 
Of course, both the original future fund and the new fund contain a couple of interesting clauses under which it is 
not just the one per cent of royalties that can be placed into the future fund or the new version of it, the WA health 
fund. In each case, there is a clause—clause 8 of the original bill—that will be amended but given similar effect 
in the new bill. Section 8(1) of the original 2012 act states — 

In any year the Treasurer may cause to be credited to the Future Fund any amount in addition to an amount 
credited under section 6 or 7. 

Section 6 and particularly section 7 highlight the one per cent of royalties that would go into that. Section 6 in the 
original act refers to the iron ore fines and some additional money coming out of royalties for regions. For example, 
section 6(1) of the original act states — 

The Regional Development Minister is taken to have authorised the expenditure of $297.7 million from 
the Royalties for Regions Fund … 

Section 6 was about the original start-up money, or the seed money, and section 7 was about the money that was 
coming in from one per cent of royalties. Section 8 of the original act always amuses me. Any additional money 
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that the Treasurer may decide to put into that fund can be credited to the future fund. I would be interested if anybody 
could tell us, despite that provision, whether any additional money outside the original seed money and the one 
per cent of royalties was ever applied. There are little bits of money that appear through the system. If we add up 
what was expected each year and the transfers in the various Budget Statements for each of those years from 
one year to the next, there are a few million dollars. I think I calculated in the region of $14 million that appears 
not necessarily as royalties payments in there. I wonder whether those are interest payments or whether, in fact, 
there has been some other contribution to the future fund in the meantime that did not get advertised. They are 
fairly small amounts. I am interested to see whether that ever occurred. 
In the bill before the house, of course, we are going to keep a version of that same thing. We can find that at clause 14 
of the bill. That is the replacement section 8, “Additional money to be credited to FHRI Fund”. The original 
section 8 will be deleted and, under clause 14, new section 8 will be substituted, which states — 

In addition to the amounts credited to the FHRI Fund under section 7, the following amounts are to be 
credited to the FHRI Fund — 

(a) any income derived from the investment of money standing to the credit of the FHRI Fund; 
That is obviously the interest that it will get — 

(b) any amount that is the subject of a joint direction of the Treasurer and the Minister for Health … 
(c) any other money lawfully made available to the FHRI Fund. 

Perhaps in the parliamentary secretary’s second reading reply, she could outline what additional money has gone 
in historically. I would also be extremely interested to hear what additional money the current government might 
be thinking of putting or planning to put in there on top of the one per cent of royalties. Since the original seed money 
ended in 2016–17, it generally seems to be the case that we have been effectively relying on that one per cent of 
royalties, plus a smidgen that I have not yet been able to specifically explain, so I think a little answer from the 
parliamentary secretary on that would be a very good thing. 
Basically, in relation to the financial aspect of this, it is a matter of cashing out this fund earlier than it was going 
to be cashed out. Is that a good thing or a bad thing? I guess it depends on someone’s opinion as to whether health 
research is a better investment than infrastructure. A lot of that depends. A health researcher will be an enormous 
fan of the process, without a doubt. It is one of those very difficult areas, because we do not make major gain 
without major health research, and major health research is incredibly expensive. There is also a lot of major health 
research that turns out to be remarkably unproductive, so we have to be fairly careful about precisely what we are 
investigating and whether it is of value to the state of Western Australia. I am not going to throw any rocks in the 
direction of the government. This is one of those things that we will look at after the fact. The problem is that it 
will take a long time. It takes five to 10 years to see significant results in most health research. Certainly, in the 
development of most drugs, we are looking at a long time between the first concept, the first research, and being able 
to treat people for a disease that they could not previously be treated for. I would expect there to be a long period 
between the instigation of the fund and the activity that it produces and a measurable impact on whether we have 
had value for money. In my view, that is more difficult in the health research sphere than it is in infrastructure, 
whereby someone can measure generally fairly quickly what the expected impact is likely to be, which is why 
I understand that the originators of this bill, be it Hon John Day or somebody else, looked particularly at funding 
infrastructure. It was an era when we were focused on expanding development. The expanding resources sector 
required infrastructure to support it. The community required infrastructure to support it.  
I will make this comparison so members know what I am talking about: a couple of billion dollars might be spent 
on a hospital. Early on, there would be a fair indication of what it will cost and a reasonable understanding of its 
financial and health impacts. It is very much a known quantity. It is understood what is being bought for that 
couple of billion dollars. A couple of billion dollars for health research is a much harder thing to quantify and 
a much harder issue to point to. There is something of a gamble in this, and there always will be in health research. 
We will need to keep a careful eye on the results of this to make sure that the health research being conducted is 
of a high quality and is directed towards the best impacts. It is very easy to put out a press release that says we are 
investing in health research. Everybody likes that—it sounds good—but it is much harder to cast a critical eye over 
the process. 
Debate adjourned, pursuant to standing orders. 
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