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WESTERN AUSTRALIAN FUTURE FUND BILL 2012 

Second Reading 

Resumed from 18 October. 

HON KATE DOUST (South Metropolitan — Deputy Leader of the Opposition) [3.53 pm]: Before we start, 
I point out that I am not the opposition’s lead speaker on the Western Australian Future Fund Bill 2012, who I 
imagine is on his way back to the chamber from urgent parliamentary business. 

Hon Simon O’Brien: You have learnt something today, I am glad to see. 

Hon KATE DOUST: I did. This job is fantastic; we learn something new every day. Sometimes it is useful to 
be reminded about the standing orders, so I have taken that lesson on board. In due course I will be sure to 
remind all of my colleagues of that that standing order if they ever break it themselves. I have learnt that lesson. 

I hope at a later stage to speak at length about this bill because it is an intriguing bill. I would like to expound 
upon a range of matters, particularly in reference to the portfolio that I always get very excited about, which is 
science and innovation. We all know that the government has absolutely failed in that space. The future fund 
could have been a great opportunity to target areas of science and innovation that require resources and I hope to 
go into great detail about where the government has failed in that regard. I am not too sure where the shadow 
spokesperson is. 

Several members interjected. 

Hon KATE DOUST: Let us just see how we go. Do I get unlimited time as acting leader, or is that a quirk in 
the standing orders? 
The DEPUTY PRESIDENT (Hon Alyssa Hayden): I do not think so. 

Hon Simon O’Brien: You’re battling to get us to afternoon tea! 

Hon KATE DOUST: I think I can do that. 

The government made a grand announcement as part of its budget this year to have this massive future fund. 

Hon Ed Dermer: Grand spin. 

Hon KATE DOUST: That is right. We have already spoken today about the government investing big dollars in 
spin, and this is simply another way of doing that. The government has spent millions of dollars that could have 
been better spent on projects that the government is planning for the future. The future fund is like Peter Pan—
everything is on the never-never with this government. It makes grandiose announcements and has great visions 
and big pictures but with no detail or costings. Everything is always in the out years—10, 20 or 30 years later—
when most members opposite will not be here. They might be in a retirement home thinking, “What was it we 
talked about doing?” 

Hon Nick Goiran interjected. 

Hon KATE DOUST: I should have remembered Hon Nick Goiran, the baby of the back bench. I am sure that in 
20 or 30 years you might eventually have stepped forward and you might — 
Hon Liz Behjat: You are not saying “you”, are you? 

Hon KATE DOUST: I can say that word in a number of different languages if that is of some assistance. 

I am pleased to see the shadow minister in the chamber, who will articulate very clearly the misleading detail of 
this legislation. 

Hon Ken Travers: Please go on, I am enjoying your speech! 

Hon KATE DOUST: No, I was looking forward to hearing the member’s speech with great enthusiasm! I seek 
leave to continue my remarks at a later stage. 
[Leave granted for the member’s speech to be continued at a later sitting.] 

HON KEN TRAVERS (North Metropolitan) [3.57 pm]: Madam Deputy President — 

Hon Robyn McSweeney: It must have been an important phone call. 

Hon KEN TRAVERS: It was. If the member wants to know after the debate what I was doing, I would be 
happy to advise her. She might not want to make light about what I was doing. I will not talk about it in the 
chamber but I am happy to tell members privately afterwards if they think I was not away on urgent 
parliamentary business. 
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However, that is not what we are here to talk about today. We are here to talk about the Western Australian 
Future Fund Bill 2012, which is a bill to establish the Western Australian future fund, and for related purposes. It 
is very interesting that the day the Legislative Council deals with this bill is the same day that Standard and 
Poor’s issued a revised negative outlook for Western Australia. I will explain in my presentation this afternoon 
why that is so significant because that alone, in my view, undermines many of the fundamental principles on 
which this bill is presented to us. 

The purpose of the legislation is to establish a future fund. I think most members would agree that it is 
worthwhile putting away money in the good times to provide an income stream for when the good times go bad. 
The issue is whether we are living in good times and generating a surplus of funds that can be put away for the 
future. Western Australia is actually borrowing money to operate the general government sector. That is why 
members who follow these matters will understand that the net debt of the state has been climbing. I think it is 
probably worth recounting a little history to make sure that members and those people in the community who 
read Hansard fully understand how the finances of Western Australia operate. 

Hon Liz Behjat: It’s declining GST that’s affecting our Standard and Poor’s rating. 

Hon KEN TRAVERS: If the member wants to debate the GST, and if the Deputy President considers that 
relevant to the bill—the member has made it clear that she sees it as relevant to the bill—I am more than happy 
to deal with how we have arrived at the situation whereby we get declining revenue through the GST. For the 
member’s benefit, I will start to give her chapter and verse about some of the cabinet submissions — 
Hon Liz Behjat interjected. 

The DEPUTY PRESIDENT (Hon Alyssa Hayden): Order, members! I believe the member on his feet should 
stick to the bill and the reason for him standing. 
Hon KEN TRAVERS: Hon Liz Behjat is absolutely correct to suggest that one of the key issues with the policy 
of this bill relates to the GST collection in Western Australia. I am more than happy to make sure that I quote for 
the member those sections of the cabinet submissions to Richard Court’s former Liberal cabinet and its National 
Party partner—the Deputy Leader of the Liberal Party at the time was Colin Barnett—that show that the state 
government chose not to go down the path of having the GST distributed on a per capita basis. That was an 
active decision taken by a Liberal–National government in Western Australia that has put us in the position we 
are in today. I am more than happy to take the debate in that direction, but I will do that a little later in my 
presentation today, because at this point I want to talk about the future fund and put it in the context of net debt. 
As I am sure members are aware, a headline net debt figure is often quoted to us. We know that that the net debt 
figure has been climbing under the current Liberal–National government of Western Australia. Members also 
have to understand that that net debt is broken up into three significant categories. Appendix 1 of budget 
paper No 3 outlines the figures. The budget papers of Western Australia are broken into three different sections. 
First, there is the general government sector, which is the traditional departments such as the Department of 
Education, the Department of Training and Workforce Development, the Department of Health—those general 
services of government. Second, there is the non-financial public sector, which is predominantly non-
government trading enterprises such as the Fremantle Port Authority, Verve Energy and Western Power; and 
there are the public financial corporations, which are Treasury Corporation, the Insurance Commission of WA 
and Keystart. They come together as the total public sector, which is the state debt figure that is normally quoted 
in the media. When we analyse each of those subsets, it becomes even more interesting. Because of the nature of 
their business, public financial corporations tend to operate with a surplus; under prudential requirements, they 
are required to hold a surplus. That surplus has run at about $1 billion or $1.5 billion and up to $2 billion in 
broad terms over the last few years. Obviously, the bigger the Keystart book, the more money it holds as part of 
its prudential requirements; the bigger the Insurance Commission book, the more it holds. So it is growing. In 
rough terms, about $1.5 billion is held as a positive on the state’s books. If that was the only thing, the state 
would always have a net surplus, not a net debt, in its borrowings. Government trading enterprises have always 
had a component of debt. Why do they have a component of debt? It is because they buy infrastructure and use it 
to create businesses that generate an income. As long they have good business cases, which we have not always 
seen under the Liberal–National government, those organisations tend to generate a revenue stream that is 
sufficient not just to pay back the cost of interest, but also to pay off those borrowings. As long as they have 
good businesses cases, they will cover the cost of those borrowings through the users of the services that are 
provided. That is not an unreasonable proposition. 

The third and final sector is the general government sector. That is an interesting sector. Members may not be 
aware that under the previous Labor government, debt in the general government sector was paid down—and not 
through asset sales. The previous Court government paid down debt in the general government sector, but it did 
so through asset sales. The previous Labor government did it through sound financial management. 
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Hon Ed Dermer: Eric Ripper was a particularly excellent Treasurer. 
Hon KEN TRAVERS: That is absolutely correct, Hon Ed Dermer. 
When Labor left office in 2008, the general government sector was in surplus to the tune of $3 billion. Some 
could argue that the money in the special purpose accounts that sit within the general government sector were 
future funds. In fact, the bill we are dealing with today will establish a special purpose account within the general 
government sector that is intended to be the future fund. But we will borrow to do that. The previous Labor 
government put $1.2-odd billion into a special purpose Fiona Stanley Hospital account, which was part of the 
$3 billion in surplus held in the general government sector when Labor lost office. Labor set up the state to build 
the single biggest piece of government infrastructure in Western Australia—fully paid for and debt free—by 
providing a special purpose account. 

Move forward to today and we all know that general government sector debt is spiralling out of control because 
this government has decided to spend money on projects such as Elizabeth Quay and a new palace for the 
Premier that do not give a return to the state of Western Australia. When we tally it up, we know that 
expenditure that is either directly or indirectly related to the Elizabeth Quay project is closing in on somewhere 
in the order of $600 million; in fact, on a number of occasions both the Premier and the Treasurer have admitted 
that the Elizabeth Quay development will ultimately lead to another tunnel needing to be built in the Perth 
metropolitan area, so I think another $500 million could probably be added on for the construction of that tunnel. 
The Elizabeth Quay development will end up costing the state of Western Australia somewhere in the order of 
$1 billion either now in the construction phase or within the foreseeable future. The Minister for Transport has 
acknowledged that that could happen as early as within the next 10 years. Within the life of this future fund, we 
will need to build another tunnel in Perth as a result of the Perth Waterfront development. Over $1 billion will be 
expended, but we expect to recoup $170 million from land sales. 

Hon Matt Benson-Lidholm: That is a heck of a lot of borrowings. 

Hon KEN TRAVERS: That is a heck of a lot of borrowings, Hon Matt Benson-Lidholm, that this Liberal–
National government will need to fund that project alone. And I could talk about other projects. 

Since 2008, the general government sector debt has gone from $3 billion in surplus to being in deficit and 
climbing to, I think, about the $8 billion mark at the end of the forward estimates; that is an $11 billion 
turnaround. The GTEs—the non-financial public sector—have continued to grow their debt but at nowhere near 
that rate. At the end of the forward estimates period net debt across the general government sector—across the 
whole of the public sector—will go up to in the order of $18 billion. That, I might add, is achieved through a bit 
of trickery in the accounting, because there is about $180 million that the government says has been allocated to 
the road trauma trust fund that has not been spent, and there is about $1 billion of royalties for regions money 
has not been spent. When that money is spent—one would assume that it will be spent, because it has been 
allocated for those purposes—the real debt figure will be close to $19 billion. A large component of that debt is 
debt within the general government sector. That is debt that, at the end of the current forward estimates period, 
will incur an interest payment in the order of $700 million. Before Hon Ed Dermer interrupts me, I want to take 
this one point further. That is on the current low interest rates that we are experiencing. 

Hon Ed Dermer: Which is the point I was going to raise. 

Hon KEN TRAVERS: The problem with Hon Ed Dermer is that he and I both can see the problems of the 
government at the same time, and I understand his sharp mind on these matters and his ability to immediately 
pick up the holes in the government’s logic. 

Hon Michael Mischin: Two minds struggling with the one thought! 

Hon KEN TRAVERS: They laugh on the other side, and I suspect that is how they behave in cabinet. They just 
belittle these matters and do not understand their significance. Tell me now, honourable Attorney General, what 
is the current interest rate, and what is the long-term average interest rate, and where will that go? If we return to 
the sorts of interest rates that we had during the Howard–Costello period, that $700 million will climb. We will 
potentially arrive at a situation in which that interest bill will be the third largest section of government in terms 
of funding. We have health and education; we have police, which is number three; we have prisons, which is 
number four; and we have disability services, which is getting up there all the time, which is good—not good 
that people have disabilities, but good that we are making the resources available to assist those who do. What 
we will see is that that figure of $700 million will go even higher very quickly and become the third largest 
consumer of the state budget on an annual basis, consuming even more than what is being spent on police. 

If we go back to the debate that we had this morning, we have a government that is wasting money in a range of 
areas. The government is not only failing to fund the police today, but is setting up a scenario under which the 
capacity for future governments to fund the police will be reduced because of this government’s wasteful 
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expenditure to date. At the same time, the government is trying to hoodwink people into believing that a future 
fund will be there to protect them. That future fund is predicated on money that will all be borrowed. It is not 
surplus cash at the end of each year that will go into this fund. It is money that will all be borrowed. 

Hon Ed Dermer: It is smoke and mirrors. 

Hon KEN TRAVERS: It is a complete smoke and mirrors. Does WA Labor support a future fund? Yes, we do. 
In fact, we are the only government in recent times that has ever created a future fund. The Fiona Stanley 
Hospital account was a future fund.  

Hon Max Trenorden: Hon Eric Charlton established a road funding trust, which you scrapped. That was a 
future fund. 

Hon KEN TRAVERS: I accept that Hon Max Trenorden’s history goes back further than my time in this place.  

Hon Simon O’Brien: I could go back to Minister MacTiernan, who took all the money that was intended for 
Coalfields highway and places like that and spent it on other things.  

Hon KEN TRAVERS: They debate without knowledge of their portfolio areas! It is embarrassing when they 
throw in comments like that, because that will force me to go and get, during the afternoon tea break, my 
spreadsheet about government funding for road expenditure, and to compare the expenditure of the Labor 
government on roads with that of the Liberal–National government. These members opposite keep bringing new 
elements into the policy of this bill that they want to debate this afternoon. So I am more than happy to go and 
get my spreadsheet, and I will come back and I will quote verbatim to the former Minister for Transport—I do 
not call him the former failed Minister for Transport anymore, because his successor has made him look good in 
the way he performed in that portfolio, compared with the way — 
Hon Simon O’Brien: You guys make us look brilliant! 

Hon KEN TRAVERS: Just in the Pilbara alone, we spent $150 million on the Karratha–Tom Price road. The 
expenditure on road funding under the Labor government was significantly higher that it is under this 
government. We also invested in public transport. I am glad members opposite have brought that up, because it 
gives me the opportunity to explain how, if we are going to borrow money as the state of Western Australia, we 
can better invest that money to get a better return in 20 years’ time. 
Debate interrupted, pursuant to standing orders. 
[Continued on page 7680.] 

Sitting suspended from 4.15 to 4.30 pm 
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