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BUDGET MANAGEMENT 
Matter of Public Interest 

THE SPEAKER (Mr M.W. Sutherland) informed the Assembly that he was in receipt within the prescribed 
time of a letter from the Leader of the Opposition seeking to debate a matter of public interest. 

[In compliance with standing orders, at least five members rose in their places.] 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [2.56 pm]: I move — 

That the house condemns the Premier and Treasurer for their dishonest budget management and for 
misleading the people of Western Australia in the lead-up to the 2013 state election. 

This is a very serious charge against the government. The reason it is so serious is that it is our belief that the 
Premier and the Treasurer went to the state election knowing they would not deliver on the promises they took to 
the people of Western Australia at that election. There is nothing more serious in the minds of the electors than 
that they were duped by the government and the Premier through the promises they made to the people of 
Western Australia in the lead-up to the election. They were duped, misled and deceived by the master of 
deception in the lead-up to that election. That election was fought on specific issues, and we will continue to 
keep talking about the specific issues upon which the government was elected. Those issues are the major 
infrastructure programs and cost-of-living issues and also the issue which sat there the entire time and which we 
thought the government was going to deliver upon—a major tax cut for small businesses across Western 
Australia. The specific issues are major infrastructure, cost of living and tax cuts. 
The most amazing thing about all this is that the government was re-elected on the back of those promises. We 
often find after an election that a new government comes to power and says, “We had no idea of the state of the 
books because the former government deceived. They put trickery and chicanery into the books before the 
election. They came up with subterfuges. They cooked the books before the election.” That is often the case 
when a new government comes to power and succeeds an old government. The amazing thing about this 
government winning the election is that it is complaining about the former government and its chicanery and that 
it was cooking the books, but it forgot one thing: it was the former government! The Treasurer is saying, “Look 
at the budget; it’s just terrible. Look at all these things we’ve now discovered that are in the budget. Aren’t they 
shocking, the things we have found in the budget?” The government found that the iron ore price and the 
methodology for predicting the future revenues from iron ore royalties was all wrong, according to the Treasurer, 
and the government only discovered it since the election. The question is: whose fault is it? Who put in the 
budget those ways for predicting the forecast of the iron ore price? The government did. The government is 
complaining about itself and its budget management. So when the government gets upset about the way the 
budget is constructed and the numbers in the budget, the only parties to blame are the Liberal–National Parties.  

Mr T.R. Buswell: We are not blaming anyone.  

Mr M. McGOWAN: The Treasurer should be, because he belongs to the party that put into the budget the ways 
of predicting future revenue and the party that has blown out the state’s debt so grievously in the past four years. 
The government did it. Now it is complaining about the budget management that prevents it from putting in 
place the promises made at the election; but the government did it. A strange case of amnesia has overcome the 
Premier, Treasurer and all members of the government: “It’s not our fault; it is the former government’s fault.” 
You are the former government, you are the current government, and the senior people responsible for this 
situation hold exactly the same positions now as they did in the lead-up to the state election. 

During question time the Premier referred to iron ore royalties: it is nothing to do with us; it is all Treasury. 
That is denial of the Westminster system. The Under Treasurer is not the Ombudsman; he is not the Auditor 
General; he is not a judge; and he is not independent of the government. He is your public servant. The rules he 
put in place to forecast iron ore revenue in particular are your rules. He is not independent of you. They are your 
rules. You allowed those forecasts, and those forecasting methodologies allowed you to make your election 
promises. You allowed that to happen. The Treasurer is the one because he is the minister. If he cannot accept 
responsibility for this, he should not be the responsible minister. Public servants are answerable to their ministers 
and ministers are answerable to Parliament for the decisions made by their departments. They are not judges. 
There is no separation of powers here. They are not independent statutory officeholders. 

Let me explain so everyone understands what has happened here. In the lead-up to the state election, in the 
midyear review, the government changed the way iron ore royalties would be predicted for future years, in 
particular the forward estimates, and by so doing, it generated another $3.5 billion in revenue. The government 
then used that $3.5 billion to fund its election promises. In the period since 9 March, the government changed the 
methodology for forecasting iron ore revenues and is now saying that a huge decline has occurred from those 
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figures presented to the public in the midyear review in December and in the Pre-election Financial Projections 
Statement in February; those figures were wrong. That is what has happened. But it is all the government’s 
doing. The government put it in place, and the government does not have the excuse that it was someone else’s 
doing because members opposite were in government before the election. If there had been a different 
government, that argument might have held some water as a reason and excuse. But the current government is 
made up of the same people who occupied the Treasury bench before the election.  

The government is now saying, amazingly, the party is over. I saw the headline the other day. The party is over; 
the economy is not as strong as it was; all these things have happened to prevent the government from delivering 
on its election promises. Ministers like the Minister for Health have to cut back spending. The Minister for 
Education has to cut back his spending. The government is saying that it has to deliver savings across the board 
in its portfolios. We can see the glumness on the faces of the ministers who must generate those savings. We saw 
the health minister last night, unhappy—in fact, confrontational—about the Treasurer’s directive. The 
government is out there saying, “The party is over. We need to cut back on spending.” But what do we find? We 
find two things. A press release was issued by the Treasurer on 24 April with the headline, “WA’s economy goes 
from strength to strength”. That was a month ago, and today it is all doom and gloom and we cannot afford our 
promises. I have not seen a crash in the New York stock market, a crash around the world, a GFC, an Asian 
financial crisis or an oil shock. None of those things has taken place, yet a mere month ago the Treasurer was 
claiming that the strength of the economy was such—and I quote from a media statement, under the Treasurer’s 
smiley face — 

Western Australia’s economy is a standout performer, growing at a rapid pace, according to a number 
of recent reports. 

A month ago the Treasurer was saying that the economy was going gangbusters.  

Mr T.R. Buswell: I still am.  

Mr M. McGOWAN: That is the Treasurer’s claim, yet he is telling government ministers that they have to pull 
in expenditure because things have changed. He cannot actually explain to us what has changed. The only thing 
that has changed is that on 9 March the Liberal and National Parties were successful at the election, and now the 
government has to try to find ways to justify not delivering its election promises. That is exactly what has 
happened. That was a deception—a subterfuge. If I were Russian, I would say it was a maskirovka. The 
government cannot justify its non-delivery of important election promises, such as light rail, rail, major 
highways and roads, electricity costs, tax cuts, and we will see the rest of them roll out. The Premier said last 
week that he may even consider raising taxes from the public of Western Australia, and that the government 
would look at cutting back on jobs across the public sector. At the same time these threats and innuendo are 
directed at the Western Australian public, the government is saying that the economy is strong.  

The other thing the Premier has done when he revealed on Thursday the big pay rises for his personal staff is set 
an example for the public sector. They were not modest pay rises, but massive pay rises for his personal staff. 
The budget can afford it, but the Premier set an example—and the Premier has to lead by example. The example 
the Premier has shown is: I will give my own personal staff big pay rises after the election, not before the 
election. There was no science, no justification and no tribunal to justify them. No work–benefit analysis was 
done. Nothing. The Premier sent a letter to his so-called merit panel, which I assume is chaired by the Premier’s 
director general—perhaps the Premier will reveal who is on that merit panel—saying, “This is the pay rise I want 
for my own personal staff”, and they got that pay rise. It was a pay rise of $82 000, or 52 per cent or thereabouts. 
The Premier quibbles at the edges, but it is thereabouts. There was a 32 per cent pay rise for his political adviser, 
and other very significant pay rises across all those positions. It was not five per cent, not four per cent, or 
something that people may have said was reasonable. It was a 52 per cent pay rise and a 32 per cent pay rise. All 
that does is cause the entire public sector work force to say, “What about us?”  

I went to a meeting on Sunday at which a woman who works with special needs children in schools said to me—
she is a member of the Labor Party, by the way—that the pay rise issued to the Premier’s director of media is 
double what she is paid. The pay rise itself, $82 000, is double what she is paid per annum. The Premier thinks 
that he is going to go into pay negotiations with all these people who lift kids out of wheelchairs, escort disabled 
people around schools and feed kids with disabilities, and say to people like the woman I met on Sunday, “You 
get a three or four per cent pay rise while I give a 52 per cent pay rise to the director of media in the Premier’s 
office.” Good luck. I will be saying to those people exactly this: there is one standard for the Premier and his 
personal staff and there is another standard for the rest of the people in the public sector, including those who do 
such difficult, demanding, and at times emotional jobs, such as the one I have just outlined to the house. Good 
luck with that, Premier. Good luck when he goes to those people and says, “You need to constrain your pay rises 
to three or four per cent.”  
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Mr C.J. Barnett: Do you remember the salary rises you gave to the GTE heads? 

Mr M. McGOWAN: The Premier can say whatever he wants, but this is an exact pay rise to his personal and 
political staff. This will hang around the Premier’s neck, like an albatross, for the remaining time he is Premier. 
Every time he tells people that the cost of living needs to be put up or that public servants cannot have a decent 
pay rise, or he cuts back on jobs, puts up taxes or puts up cost-of-living pressures, we will remind people that the 
Premier personally gave massive pay rises to those people that he sees in front of his face every day, his own 
personal staff, of 52 per cent! We will remind people. 

Mr C.J. Barnett: They are not my personal staff.  

Mr M. McGOWAN: They are your personal staff.   

We will remind people of exactly that, because the Premier has set a bad example. That is why we condemn the 
Premier. He has deceived the people of Western Australia in the lead-up to the election. He is blaming others, 
when it happens to be themselves, for the financial state of the budget, and he has set an extremely bad example 
to the remainder of the public sector and the people of Western Australia by his behaviour in relation to his own 
staff.  

MR B.S. WYATT (Victoria Park) [3.10 pm]: I, too, rise to speak to the matter of public interest in respect of 
the Barnett government’s dishonest budget management. I will begin by introducing the Premier and the 
Treasurer to these documents otherwise known as their budgets! I know they have forgotten about these. They 
have come in now, with a fresh mandate, “Previous budgets; news to us; the economy has changed; the finances 
have changed” and that is, as the Leader of the Opposition has already pointed out, despite the fact that less than 
a month ago the Treasurer was gushing about how wonderful the economy is and about the fact that recent 
reports highlighted the performance of Western Australia’s economy was head and shoulders above other states 
and that our growth is the envy of the nation. I want to focus on a couple of things. I want to go through the 
change in methodology for iron ore. The reason we are talking about this, for members who may not be aware, is 
that iron ore makes up the vast majority—90-odd per cent—of our royalty revenue.  

Over the past 10 years royalties have risen from 5.8 per cent of our entire revenue to 20 per cent of our entire 
revenue now. When we play around with the methodology of how iron ore is assessed and how it is forecast 
across the forward estimates, that will certainly have a significant impact on whether we are running projected 
surpluses or deficits, whether we can afford particular projects and what the projected debt outcomes will be. As 
the Leader of the Opposition pointed out, over the entire term of the Barnett government there was no significant 
change to iron ore forecasting. In 2009 we saw an exchange rate change. Do members know what happened 
then? Treasury released a discussion paper. It consulted; it went through a process in which people — 
Mr T.R. Buswell interjected.  

Mr B.S. WYATT: Yes, that is right. It went through a process, Treasurer, in which everybody — 

Mr T.R. Buswell: I offered you a briefing; you didn’t go.  

Mr B.S. WYATT: I did not want one; I did not need one.  

Because Treasury went through a process, the discussion paper it released was very good. The 2012–13 budget 
was struck on the basis of how it assessed, and has traditionally assessed, the iron ore forecasts across the 
forward estimates. A couple of months out from election day, in the midyear review, there is a change. There is 
no discussion paper. There is no process by which the opposition and Western Australians are made aware of 
this upcoming change. What does that change do? I will quote from page 60 of the midyear review — 

At budget-time, the quarterly effective price was assumed to revert to the long-run average in the final 
month of the budget outyear (i.e. June 2016).  

It goes on to state — 

In this mid-year review, the prevailing quarterly effective price is still assumed to revert to the long-run 
average price of $US85/tonne but over a period of 10 years …  

Instead of it declining out to a three-year period—out to the end of the forward estimates—it has now been 
moved out to a 10-year period. Of course that had the effect of increasing the iron ore price across the forward 
estimates. At the time of the midyear review, that improved the forecast iron ore revenue by $1.1 billion.  

Mr T.R. Buswell: Were there any other changes at that time that affected royalty income?  

Mr B.S. WYATT: I am talking about royalties. Then, Mr Treasurer, we all remember that the midyear review 
also forecast a deficit position from this government. In the Pre-election Financial Projections Statement we got 
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an extra component that this change brings about. At page 2 of the Pre-election Financial Projections Statement, 
the change that was brought in in the midyear review—halfway through the budget; not at the beginning of the 
budget so we can compare the entire year—adds a further $2 billion. Funnily enough, it wipes out any projected 
deficits. It conveniently brings in another $2 billion in mining royalty revenue in the lead-up to the 2013 
election. On the basis of that document, everybody—including the opposition and the government—went about 
making election promises across the forward estimates. When the opposition announced savings measures to 
help fund its election promises, I remember the Treasurer saying, “They’ve lost their minds; we’re just going to 
borrow more!” That is all we need to do; we will just borrow more! I remember standing at the Western 
Australia Business News debate—the Treasurer will recall this—with a room full of 700 people itching for 
payroll tax cuts. I remember the Treasurer announcing his lifting of the threshold and the not-so-warm reception 
his promise met. When put to me, I said, “I don’t think it’s economically responsible to fund a tax cut from 
debt.” Did I hear then, at the Western Australia Business News debate, the Treasurer say, “We’re actually going 
to increase taxes”? I do not recall hearing that! When the questions were specifically put to the Treasurer around 
tax rates and tax cuts, I do not recall the Treasurer saying, “By the way, we’re going to increase taxes.” 
Ultimately, to forgive the Treasurer of course, these now no longer exist; everything has changed because what 
we now know, according to reports in the media yesterday, is that we will have another change to how iron ore 
revenue is forecast. 

Mr T.R. Buswell: That was reported last week.  

Mr B.S. WYATT: No, no; it was yesterday. On the front page of yesterday’s paper I saw “$2 billion”. The 
government is going to change it again. Instead of the two month or quarterly lead-up to strike the price at 
budget time, it will now adopt a 12-month average—again different from the PFPS; that kind of flag that said 
there may be an alternative or suggested an alternative —  

Mr T.R. Buswell: “Kind of”.  

Mr B.S. WYATT: It did not say it was going to change; it just said, “An alternative, for example, could be a six-
month average.” So again, that is different from what we will probably end up with come budget time. It 
conveniently reduces the iron ore forecast across the forwards estimates, to give the Premier the excuse he has 
been looking for to walk away from the promises we all know he had no intention to meet. We all know he had 
no intention! I think that has been starkly shown in respect of the Swan Valley bypass. That is where it has been 
starkly shown. In August last year the government wrote to the federal government to say, “We want you to pay 
for half of the Swan Valley bypass and then we can get on and do it.” I heard the Premier, during the election 
campaign, promise to do it: “We’re going to get this done.” The federal government, incredibly, duly offered 
$400 million for its 50 per cent and then the Premier contorts himself in every way possible to get out of having 
to put up his $400 million to deliver on that promise! I think we know that out of $4 billion in promises around 
public transport and roads, there was never any intention to deliver.  
Where there has been real dishonesty from this Premier and this government is around the GST argument. It is as 
though there is a suggestion that when the budget is struck each year, the GST fundamentally changes from the 
budget forecast. I went back to look at what the budget was predicated on in terms of GST revenue and what was 
actually delivered. In 2008–09 there was a reduction of $428 million. In 2009–10 there was an increase of 
$258 million. In 2010–11 there was a decrease of $216 million. In 2011–12 there was a decrease of 
$163 million. In 2012–13, according to the PFPS, it looks as though it is an increase of $169 million. That net 
difference over five financial years is a $380 million reduction over revenue of about $120 billion. That is the 
budget reality. Everyone knows that distribution is a problem. Everybody knows we are not getting our fair share 
of the GST. When the government strikes its budget it knows what it will get. The problem we have had is the 
Premier has been out there spending according to the income he wished he had; not the income he actually has! 
Therein are the structural issues that the government complains about—that is, when it increases expenditure by 
40 per cent over the time it has been in government, but revenue increases by 28 per cent, there is a structural 
problem. Yes, I agree, but that has been the very creation of the man who sits to the Treasurer’s right.  

I want to make one other point. I go back to look at some of the Treasurer’s commentary when he was shadow 
Treasurer, and I quote him briefly from a debate in 2006. I recall that the current Treasurer would often complain 
that expense growth was greater than population plus inflation et cetera. This is what he had to say on 8 March 
2006 —  

The real villain in the sound fiscal management of this state has been the complete and absolute failure 
of the Treasurer and his ministers to rein in the growth of recurrent expenditure in Western Australia. 
The unfortunate fact is that this explosion in recurrent expenditure, which is now growing at a rate of 
almost $1 billion a year — 

Dreaming — 
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is, I believe, developing a structural imbalance in the finances of the state of Western Australia, … 

The Treasurer said that then. I thought I would look at how the government has got on with its spending growth. 
How had it gone? For the budget expense growth in 2008–09, the forecast was 7.5 per cent and the actual was 
13.5 per cent; for 2009–10, forecast 6.6 per cent, and actual 10.9 per cent; for 2010–2011, forecast, 3.9 per cent, 
and actual, 5.2 per cent; and for 2011–2012, the forecast was 7.9 per cent and the actual was 8.8 per cent. The 
villain, to quote the Treasurer, is the fact that this government has spent $2 billion above and beyond the budget 
process; that is, some $2 billion simply outside the mechanisms of our budget. That is a result of the fact that the 
Premier has gone about spending far more money than we make in Western Australia. As I said, the GST return 
does not change much from what we expect in the budget.  

Mr Premier, Western Australians expect you to manage the financial circumstances in which you find yourself. 
That is what we expect; it is what Western Australian’s expect. The Premier cannot complain any more about the 
GST fall and nor can he complain any more about a sudden change in iron ore revenue because ultimately there 
is no global financial crisis, as said by the Treasurer last night. The reality is that this is an accounting financial 
crisis. The Treasurer has changed the way he accounts for his forecast and that is the problem he faces, and the 
government will use this to walk away from its election commitments.  
MR T.R. BUSWELL (Vasse — Treasurer) [3.22 pm]: I remember a film that came out in 1993 I think it 
was — 

A member: Tell a joke! 

Mr T.R. BUSWELL: I am not telling a joke at all.  

The SPEAKER: Members!  

Mr T.R. BUSWELL: It starred Bill Murray as weatherman Phil Connors and he went to a place called 
Punxsutawney — 
Mr B.S. Wyatt: You are not using Groundhog Day again! You keep using that joke. 

Mr T.R. BUSWELL: I am using it again, and I will tell the member why: the arguments that both the Leader of 
the Opposition and the shadow Treasurer raised today are exactly the same arguments that the opposition put in 
this place last Thursday. Opposition members have had five sleeps and have come back into this place with 
exactly the same argument. I am going to work through — 
Several members interjected. 

The SPEAKER: Sit down, please, Treasurer. I call the member for Butler to order for the first time. People on 
the government side listened to opposition members with some interest, and I would expect the same courtesy to 
be extended the other way. 

Mr T.R. BUSWELL: The reason I am standing over here, member for Butler, is that we won the election. If we 
had lost, I would be sitting over there. 
Several members interjected. 
The SPEAKER: Members! 
Mr T.R. BUSWELL: I am going to work through the arguments again, perhaps spending a little more time 
talking about the Pre-election Financial Projections Statement. I point out to the house, as the Under Treasurer 
pointed out in his introductory comments to the foreword to the Pre-election Financial Projections Statement, 
that the Government Financial Responsibility Act requires the Under Treasurer to release a pre-election financial 
projection statement within 10 days of the dissolution of the Legislative Assembly. It is produced by the Under 
Treasurer independent of the government, in particular in relation to—I will get to this point a little later—the 
methodologies used for iron ore and exchange rate forecasting. That has also been the case when previous 
changes were made to that particular instrument. Previous changes were made by Treasury for good reason—I 
will get to that in a second—and incorporated into these documents.  

The PFPS is effectively the base point from which both sides fought the election campaign. I should point out 
that if members have a read through the PFPS, the Under Treasurer does raise a whole range of issues. In the risk 
section—it is quite a long risk section, I should add—he talks about issues around revenue estimates. He talks 
about the important issues around royalty income and about pressure on government spending from both student 
enrolment growth and the health system. Therefore, a lot of issues that the government is now dealing with in a 
material sense were identified by the Under Treasurer as risks. Of course, I use the word “material sense” 
because the government is now heavily into the budget cycle.  
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The Under Treasurer does another thing. I did highlight this point last week. Page 3 of the Pre-election Financial 
Projections Statement is quite close to the front; it is actually the second page. Page 3 consists of only a highlight 
box that says “forecasting iron ore prices”. This document goes into some detail as to why Treasury had 
concerns about the existing iron ore price forecasting methodology at that time. Now these were Treasury’s 
concerns. 

Ms R. Saffioti: A month before? 

Mr T.R. BUSWELL: The interesting thing is that I understand that the opposition had a much publicised 
briefing from Treasury in relation to the Pre-election Financial Projections Statement as part of the budget 
process.  
Mr B.S. Wyatt: Your staff were there; you know that!   

Mr T.R. BUSWELL: I know that—and so would the member for Victoria Park at the start because he had been 
in attendance at other briefings with Hon Ken Travers. I will excuse him for overlooking the fact that he met the 
individual a number of times before. I am not aware that the member asked questions relating to that issue at that 
time.  
Mr B.S. Wyatt: Did you get a briefing on our meeting with Treasury during the caretaker period?  

Mr T.R. BUSWELL: I am entitled to a get a briefing — 

Mr B.S. Wyatt: Did you? 

Mr T.R. BUSWELL: Read the caretaker conventions. I adopted and followed the caretaker convention to the 
nth degree in relation to a couple of briefings that were given to the opposition—as I am sure opposition 
members will when they are in government operating with the same caretaker conventions that we operated with 
at the last election when we were in government. No problem whatsoever with that.  

But at that time, as I understand it, the opposition was not interested with those particular issues. It was not 
interested.  

Several members interjected.  

The SPEAKER: Members! 

Mr T.R. BUSWELL: The issue is this. At the time of the PFPS, those issues were highlighted independently by 
the Under Treasurer. One of the things that interest me is the way in which opposition members come in here 
claiming to be virtuous when it comes to financial responsibility. This was the base that both sides batted from 
when it came to the election campaign. The Liberal Party election commitments total net debt impact of 
$1.2 billion — 
Ms R. Saffioti: No, they didn’t! 

Mr T.R. BUSWELL: Yes, they did! They did so! It is on the website! I checked this morning. I went on 
dts.wa.gov.au, and there it was—the Liberals $1.2 billion; Labor, $1.7 billion. The other difference is that we 
had ours costed. The Labor Party had one costed, and the one it had costed was wrong. Its election campaign 
went off the rails!  
Several members interjected. 

The SPEAKER: I am not going to allow this debate to degenerate to the extent that the Speaker cannot be 
heard. I ask the Treasurer to please address his comments to the Chair and continue.  

Mr T.R. BUSWELL: Thank you, Mr Speaker. I will move off the topic, although I am sure there will be plenty 
of time to discuss the metro-thingo at some stage. 
Several members interjected. 

The SPEAKER: I call the member for Butler to order for the second time.  

Mr T.R. BUSWELL: I now get to the more substantive matters raised by the Leader of the Opposition and 
subsequently by the member for Victoria Park. I will read from a transcript of an interview that he gave 
yesterday evening. The Leader of the Opposition on 720 ABC at about 5.12 pm said —  
Mr M. McGowan: That was the one you refused to go on! 
Mr T.R. BUSWELL: I was pretty busy yesterday afternoon.  
Several members interjected. 

The SPEAKER: Members! 
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Mr T.R. BUSWELL: I was not hiding from the media at all. Leader of the Opposition, I actually did a doorstop 
yesterday. Before the election, the government changed the forecast—it changed the way of determining the 
state’s iron ore royalties in order to put it way up by $1.9 billion. That is what the Leader of the Opposition said 
yesterday. He then went on to say that before the election, the government put revenue up—this is the 
argument—so that after the election, it can predict that revenues will come down; therefore, that is an excuse for 
not doing things. That is the premise of the Leader of the Opposition’s argument. The $1.9 billion needs a full 
explanation. I will try to give members one. I go to the midyear review, which is the document, I believe, the 
Leader of the Opposition is talking about. I will work through the technical reasons for and the technical 
outcome of Treasury changing not only the iron ore price forecasting methodology, but also the exchange rate 
forecasting methodology. That is the bit the member for Victoria Park forgot to mention. 
Mr B.S. Wyatt: No, because I wasn’t talking about the exchange rate. 

Mr T.R. BUSWELL: No, but the member was talking about royalties. 

Mr B.S. Wyatt: I would have thought they would do the same thing with the exchange rate that they do with 
iron ore. 

The SPEAKER: Member for Victoria Park! 

Mr T.R. BUSWELL: The fact is that royalty income in Australian dollars as rerecorded is a function of three 
things—the price of iron ore, the volume shift and the exchange rate. If members opposite are going to talk about 
revenue incomes, they have to reflect on assumptions that affect both of those. Treasury has two sets of 
assumptions—one is around the iron ore price and the other is around the exchange rate. 

Mr P. Papalia interjected. 

Mr T.R. BUSWELL: It has happened, member for Warnbro. There was a change to the exchange rate 
forecasting methodology at the time of the midyear review in 2009, which I think the member for Victoria Park 
pointed out. At that particular time, the exchange rate forecasting methodology was changed in the following 
way. Treasury had always said that it would take the last six weeks of the exchange rate and assume that that 
would become the exchange rate for the whole of the forward estimates. That, I think, is not accurate. At that 
time Treasury changed it so that the exchange rate was assumed over the four years of the forward estimates to 
return to the long-term average. That was the exchange rate forecasting methodology at the time of the midyear 
review last year. A feature box on pages 58 to 60 of the midyear review last year refers to the need to modify the 
way Treasury forecasts exchange rates. One of the reasons it felt compelled to make those changes was that 
when the ratings agencies—in particular, Standard and Poor’s—assessed the budget, they used exchange rate 
and iron ore price assumptions that were not consistent with what Treasury had produced in the budget. So 
Treasury attempted to develop alternatives for the exchange rate and iron ore price that were more reflective of 
reality. The midyear review states, “As of November 2012, Treasury has adopted a revised market-based 
approach” to the exchange rate. Treasury adopted it. We in government were not part of that process. Treasury 
adopted an alternative mechanism to work out what would happen to the exchange rate. Without going into the 
details, at that time Treasury moved to a market-based approach for the exchange rate that basically used spot 
prices over an extended period to deliver the exchange rate. The exchange rate affected this in December last 
year. 
Mr M. McGowan: There was no consultation with you? 
Mrs M.H. Roberts: They would’ve talked to you last year. 
Mr T.R. BUSWELL: Treasury did not seek my approval, let me assure members of that. 
Several members interjected. 
The SPEAKER: Members! 
Mr T.R. BUSWELL: I am aware of a lot of things. 

Secondly, Treasury made a change in relation to the iron ore price that effectively did not change the way the 
starting point was forecast, but it changed the rate at which the exchange rate returned to the long-term average. 
It went from a four-year to a 10-year estimation. That had the effect of inflating royalty revenues over the 
forward estimates, which is what the member for Victoria Park alluded to, and I think that is what the Leader of 
the Opposition talked about yesterday on the radio. But that was more than offset by the exchange rate change. 
In fact, the iron ore pricing assumptions change added $1.14 billion to the forward estimates. The exchange rate 
change took $1.334 billion off the forward estimates. So, actually, Leader of the Opposition, the net impact of 
the changes made in the lead-up to the midyear review was a decrease in royalty revenue of $193.5 million 
across the forward estimates. We make changes that decrease royalty revenue by $193.5 million and the Leader 
of the Opposition goes on radio — 
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Several members interjected. 

Mr T.R. BUSWELL: I am talking about what the Leader of the Opposition said yesterday. He said on radio that 
before the election we cooked the books and we put royalty revenue up by $1.9 billion, when in actual fact it 
went down by $300 million, and after the election we changed it. His argument is flawed. His argument about 
royalty revenue forecasting is completely and absolutely wrong. Yes, as I pointed out last week, subsequent to 
the Pre-election Financial Projections Statement Treasury has made changes to the way in which it forecasts 
iron ore royalty revenue because of the issues it outlined in the highlight box on page 3 of the PFPS. As I 
outlined to the house last week, those changes will have a further impact on revenue relative to the revenue that 
was reported at the time of the PFPS. It will cost in excess of $1.1 billion. I saw that the Under Treasurer was 
quoted in the paper the other day as saying that he now believes it could be up to $1.5 billion. Treasury will also 
make some changes to the way in which it applies a discount for fines. There has been a massive decline in 
forecast royalty revenue since the time of the PFPS. That is a fact. That is not a concoction of the government’s 
making. That is a fact that we have to deal with as part of the budget process. 

Mr W.J. Johnston: There have been four methodologies in 12 months; is that what you’re saying? 

Mr T.R. BUSWELL: No, not at all. 

Ms R. Saffioti: How many? 
Mr T.R. BUSWELL: There was a change ahead of the midyear review in terms of methodology — 

Several members interjected. 

The SPEAKER: Members! 

Mr T.R. BUSWELL: There was no change in methodology in the budget. 

Several members interjected. 

The SPEAKER: Member for West Swan, I call you to order for the first time. Treasurer, can you please direct 
your comments to the Chair. If you take an interjection, it is one interjection and that is it. 

Mr T.R. BUSWELL: I am very happy to arrange for the Under Treasurer to meet with opposition members to 
go through this. I think it may help bring some clarity to their understanding of the issue. I do not say that to be 
mean or nasty, because I am not like that. But we do have a serious problem with state finances. We have a 
revenue impact through royalties and we have a revenue impact through GST. The fact of the matter is that GST 
revenue is now lower than that forecast by Treasury at the time of the PFPS as a result of the outcomes handed 
down in the federal budget last week. 
Ms R. Saffioti: Can you explain that? 

Mr T.R. BUSWELL: I explained to the house that Treasury’s revised forecast will see the total GST paid until 
2015–16 decline by around $480 million to $500 million across the forward estimates. 

Mr B.S. Wyatt: Across about $100 billion. 

Mr T.R. BUSWELL: It is still a decline that we have to deal with. 

Mr B.S. Wyatt: But you know that, don’t you? 

Mr T.R. BUSWELL: I know it now because I was told last week. 

Mr B.S. Wyatt: You know that. So, as you’re going through your budget process, you know that. 

Mr T.R. BUSWELL: Exactly, which is why we are dealing with a whole range of challenges — 

Ms R. Saffioti interjected. 

Mr T.R. BUSWELL: I have moved on, member; sorry. 

A couple of other issues to do with revenue have arisen subsequent to the PFPS. For example, Treasury’s advice 
to me is that payroll tax estimates across the next few years will decline by about $280 million and land tax will 
decline by about $145 million. The point I am simply trying to make is that royalty revenue forecasts are down, 
GST receipt forecasts are down, payroll tax estimates are down and land tax estimates are down. There is 
significant pressure on state finances. 
Mr M. McGowan: You’re putting the Premier to sleep! 

Mr T.R. BUSWELL: I do not care. I am trying to put on the record some very important principles that 
members opposite need to understand. We have to deal with declining revenues at the same time that we have to 
deal with increased demand on services, particularly in education and health.  
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I want to touch on one other thing before I sit down because I understand that some of my colleagues wish to 
make a contribution to the debate. It relates to some comments about the goods and services tax that were made 
in WA yesterday by the federal Treasurer, the member for Lilley, Mr Swan. He was looking at the Gateway WA 
project, which the federal government is very generously partnering with the state to deliver. It will be a great 
transport outcome. If we want to talk about budget accuracy, I recall that Mr Swan forecast the introduction of 
the minerals resource rent tax to generate $10.5 billion this year and next year. In last week’s federal budget, the 
federal government finally ’fessed up: $900 million. That is a bit of a challenge for Mr Swan, and it does have an 
impact on us as well. While he was in WA, he made a couple of interesting observations about our GST 
distribution in WA. He basically said that we have to get over it and we have to get on with life. 

Mr B.S. Wyatt: That’s what Tony Abbott says. 

Mr T.R. BUSWELL: I do not care. Our message will be the same whoever makes those sorts of comments in 
the federal election. As I said in the house last Thursday—I am sorry to go over old ground—Treasury’s 
estimates now have our relativity across the forward estimates on the back of the commonwealth budget 
declining from 71.7 per cent to 16.2 per cent. On top of that, our total GST payment would decline from 
$3.4 billion to $1.08 billion—a $2.3 billion decline in royalty income. As I said last week, in two years the 
Northern Territory will receive more in GST revenues than the state of Western Australia. Member for West 
Swan, I am not going to work through the detail of the grants commission processes and Treasury’s 
interpretation. 

Ms R. Saffioti interjected. 

Mr T.R. BUSWELL: I gave the member a chance. It is too late.  

That is the circumstance that this state is confronted with. 

Mr P. Papalia: You’re scared of the member for West Swan. 

Mr T.R. BUSWELL: I am not scared of the member for West Swan. I was merely going to offer her a Treasury 
briefing so she can understand it. She has lost interest. 

This is the circumstance—a decline in GST grants for Western Australia from $3.4 billion to $1.08 billion. That 
is $2.3 billion less in GST per annum over a four-year period. My message to Wayne Swan is that that is a bad 
deal for WA and we are not going to get over it. 

Mr D.J. Kelly interjected. 

Mr T.R. BUSWELL: I will wait to see.  

Mr M. McGowan: Where do you get the billion-dollar figure from?  

Mr T.R. BUSWELL: As I said last week, it was information provided to me by Treasury following its analysis 
of the federal budget last Tuesday night.  

Ms R. Saffioti interjected. 

The SPEAKER: Member for West Swan, I call you to order for the second time.  

Mr T.R. BUSWELL: I just want to close with one last observation and another message for any federal MP 
about the significance of Western Australia to the finances of the Federation. Under a former Treasurer, a former 
member for Belmont, Treasury did some really good work understanding the total value of Western Australia’s 
contribution to the Federation. It looked at all the things we pay across and took off all the things that come back. 
We pay across income tax, company tax, fuel excise, GST, personal benefit payments, taxes on petroleum et 
cetera. When we add up what we pay over versus what we get back, the total Western Australian net contribution 
to the commonwealth—this was in 2010–11, so it would have gone up—is $14.9 billion. The state of Western 
Australia under this analysis by Treasury, using a framework developed by Treasury when Hon Eric Ripper was 
Treasurer, and it is a very good framework, contributed $15 billion to federal finances in 2010–11. 

Mr B.S. Wyatt: Send a copy of that to Tony Abbott.  

Mr T.R. BUSWELL: I have sent it to a lot of people. I think it is one of the reasons Norman Moore is retiring. 
He is going to go to the border and start digging a trench. I think he wants to keep that $15 billion in WA. 
Mr W.J. Johnston interjected. 

Mr T.R. BUSWELL: Fair point. At least we will not have to pay him for his efforts. 

I want to quickly put that into perspective. On a per capita basis, in terms of total resources, New South Wales 
contributed $301 per capita to the Federation; Victoria contributed $235 per capita to the Federation; Queensland 
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received $1 325 per capita in 2010–11; South Australia received $3 087 per capita; Tasmania received $6 706 
per capita; the Northern Territory received $17 058 per capita; and the good folk of Western Australia, who 
Wayne Swan and others are happy to come over and criticise, contributed $6 447 per capita to the greater good 
of the nation. When people of any political persuasion want to come over here and tell us to get over it, we are 
not going to get over it; we are going to keep doing our job, and that has been to prop up the national economy.  

DR M.D. NAHAN (Riverton — Minister for Energy) [3.46 pm]: As people say, this is a bit of deja vu. One of 
the important things to learn is that good government means that when things change, we need to change 
policies. If we do not, we do not lead to good government and we do not remain in government very long—and 
we intend to remain here a long time. 

Mr P. Papalia: Tell a lie before the election and then change your mind. 

The SPEAKER: Member for Warnbro, I call you to order for the second time.  

Withdrawal of Remark 
Mr J.H.D. DAY: I think the language used by the member for Warnbro was unparliamentary.  

The SPEAKER: I do not want people going down the path of intimating that people are liars or calling other 
people liars. 
Mr R.H. Cook: Don’t talk about standards. 

The SPEAKER: Member for Kwinana, I call you to order for the first time. I will just repeat what I said. We 
have had a reasonable debate. Can we just keep it on a reasonable level?  

Debate Resumed 
Dr M.D. NAHAN: There is no doubt that things have changed. Members opposite might want to be in denial 
but we are in government and we cannot be in denial of it. There is absolutely no doubt that the share of the 
grants — 

Ms R. Saffioti: What has changed?  

Dr M.D. NAHAN: That is the same. We were elected before that. The grant share has declined. It has been 
steadily declining for a number of years. 

Mr B.S. Wyatt: What a shock. 

The SPEAKER: Member for Victoria Park, I call you to order for the first time. Can we please let the debate 
continue.  
Dr M.D. NAHAN: The rate of decline has increased. In fact, the last Commonwealth Grants Commission report, 
which came out in March this year, after the election, indicated that it had adjusted the relativities, and Western 
Australia lost $150 per capita relative to the previous relativities, from a total of $396 million. That is on top of 
cuts in previous years and cuts we increased in future years. This is a major structural change in our funding 
base.  

Mr R.H. Cook: When is that?  

Dr M.D. NAHAN: Members opposite might deny it, but that is the case. Also, there have been changes in iron 
ore prices. In October or November last year, there was a large drop in iron ore prices; it went down to about 
$80 per tonne and then it went back up to $135 or thereabouts. In terms of its responsibility for long-term 
forecasting, Treasury had to look at this issue and find out what is a sustainable, rational way to forecast iron ore 
prices. The importance of iron ore prices is that as grants plummet and decline not just in nominal terms but in 
real terms, we get less per capita. We now rely on iron ore prices for about 20 per cent of our total revenue, and 
it is highly volatile. 

Ms R. Saffioti: You increased royalties. 

Dr M.D. NAHAN: If we did not increase royalties, we would be struggling to provide the services that members 
opposite screamed for us to increase on a daily basis. I have yet to hear someone from the other side ask to cut a 
single program. 

Several members interjected. 

The SPEAKER: Member for Butler, you have been called to order on two occasions. Can you let the debate 
continue? 

Dr M.D. NAHAN: Treasury had a responsibility, given our reliance on iron ore royalties and the huge changes 
and fluctuations in those royalties—in the vicinity of 70 per cent over a short time—to look at how it predicts 
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this, and that is what it has done. We have done the right thing in allowing Treasury to go out and forecast this. It 
is not easy; there is no real de rigueur science in it, but that is what we have done. People on the opposite side 
have to realise that things have changed and we have had to change. The economy has not slowed, but in 
Western Australia and nationwide, it is struggling from the Gillard effect, which is stifling all economic activity. 
Several members interjected. 

MS R. SAFFIOTI (West Swan) [3.51 pm]: I am surprised the minister sat down so quickly! In the last five 
minutes I would just like to go through what the government has said over the last 27 minutes. We still have not 
had any real explanation as to what significant changes have happened over the last two months. Again, the key 
point—as we raised last week—is: what is the GFC-style economic disaster that has hit Western Australia over 
the past three months that has resulted in this government walking away from its election commitments and 
making these cuts to the public service? There has been no GFC. As I said last week, this is a government that 
has been trying to recreate the GFC, and last night we actually heard the Treasurer say that this situation is worse 
than the GFC! I would like to remind everybody that the GFC was the greatest economic shock to global 
finances in 75 years. Unless we have been busy and have not noticed, we have not seen a GFC over the past 
three months. There has been no GFC shock; the government is simply trying to re-create a GFC-type situation 
so that it can walk away from its election commitments. 

Let us go through it again. In December, the Treasury in conjunction with the government revised its 
methodology in relation to iron ore forecasts. This meant that there was a $2 billion increase in iron ore royalties 
in the Pre-election Financial Projections Statement, so the deficits that had been there disappeared and the 
government got to present a surplus budget in the forward estimates. That happened, and that is what was 
produced in the PFPS. There was a massive increase, but now there is a $1.5 billion writedown in revenue. Why? 
Because two Treasury officials went to China then came back and said, “Hang on, this iron ore price is quite 
volatile.” That is the explanation so far. Years ago, when the government wrote down billions of dollars in 
revenue because of the GFC, we could understand why; there was a GFC. But the reason given for this so far is 
that two Treasury officials went to China, came back and changed it again, and we are wiping $1.5 billion from 
revenue as a result and using it as an excuse to make cuts and not deliver election commitments. 

There are no excuses. For 27 minutes we heard nothing; we heard no real excuse for why there has been this 
massive deterioration. The only explanation is that the government changed its forecast before Christmas; it was 
too optimistic, and as a result it has had to redo its forecast and now it is in a spot of bother. 

The point I was trying to make in relation to the GST was: if Treasury is undertaking a $1.5 billion writedown in 
royalties, it will have an impact on GST royalties; however, that is the reverse of what has been said by the 
government. I do not believe the $500 million figure that is out there has been taken into account with the 
$1.5 billion writedown. That was the question I asked the Treasurer: has that $1.5 billion been factored into the 
GST forecasts that were tabled last week? I do not think so. 

Let us just go through this again. There has been no GFC shock. The government wrote the books; it inherited in 
2008 an operating surplus of more than $2 billion, net debt of $3.6 billion, and a system of strong expenditure 
control. In four and a half years, it has absolutely abandoned that. We have a Treasurer who spends more time 
being the clown of the Parliament and telling jokes than being serious about the financial management of the 
state; a Premier who does not understand forward estimates and does not believe in them; and a Minister for 
Regional Development who is an independent spending authority and who does not account to the rest of the 
government. We all know what happened.  
The government cannot come in here and try to blame somebody else. It inherited the best set of books in this 
state’s history, it has blown it, and nobody is going to let it off the hook this time. There is no GFC; the 
government created this unsustainable budget position, it created the structural problems, and it will be held to 
account. It will be held to account, because nothing external has happened. The government redid the forecasts 
in December and redid them again after a couple of Treasury officials came back from China. There is no global 
financial disaster; the government wanted to redo the books and take off $1.5 billion as an excuse for not 
delivering on its promises. Well, people hold governments to account on promises, Premier. They held the 
government to account on the Ellenbrook rail promise and they will hold it to account on all the rest of its 
promises. 

MR C.J. BARNETT (Cottesloe — Premier) [3.56 pm]: Today we have had a repeat of last week’s matter of 
public interest. One would think that the opposition would at least have been original and have done some work 
over the last seven days. 

Mr P. Papalia: Good defence. 



Extract from Hansard 
[ASSEMBLY — Tuesday, 21 May 2013] 

 p816c-827a 
Speaker; Mr Mark McGowan; Mr Ben Wyatt; Mr Troy Buswell; Dr Mike Nahan; Mr John Day; Ms Rita 

Saffioti; Mr Colin Barnett 

 [12] 

Mr C.J. BARNETT: Well, it is true. The opposition just repeats the same old stuff, same old junk, day in, day 
out. It does not do any work. It was humiliated in the election campaign and it actually does not do any work. It 
has come in with the same old rubbish as last week. 

Things have changed and are changing. Commodity prices have come off the top; Chinese growth has slowed; 
Europe has slid into debt; the GST has dropped $600 million for the coming year; there has been a turn-off of 
investment expectations in this state; and population growth is beyond expectations. 

Several members interjected. 

The SPEAKER: Member for Victoria Park, I call you to order for the second time.  

Mr C.J. BARNETT: There are six or seven things that have changed, and are changing quicker than anyone 
anticipated. 

Yesterday we had to put up with the world’s greatest Treasurer, Wayne Swan, asking: “Why is Barnett going on 
about 45c in the dollar, because Western Australia gets 79c in the dollar?” The opposition supported him. On 
page 115 of the budget paper of the world’s greatest Treasurer, Wayne Swan, under table 3.6, the GST 
relativities for Western Australia for 2013–14 are listed as 44.5 per cent. So, the world’s greatest Treasurer does 
not even read his own Treasury papers, yet today the opposition came in here and defended the federal 
government every step of the way. Julia Gillard’s messengers; one by one they came in here and — 

Several members interjected. 

The SPEAKER: Members!  

Mr C.J. BARNETT: I have just told the opposition seven things that are changing more quickly than anyone 
anticipated, but it does not read the economy; it just takes its instructions from Julia and Wayne and off it goes, 
blindly, into oblivion. 

I would just like to observe that today is 21 May 2013 and that the election was held on 9 March. It takes 
roughly two weeks to establish a government these days in respect of election results and swearing in. We are six 
or seven weeks into a four-year term, yet all the opposition can talk about is broken promises. Does it not think it 
is making that call just a little early? Six weeks into a four-year term! We have 200 weeks in which to deliver 
our promises, and we will. The opposition is far too early to cry wolf. It does not understand what is happening 
in the economy and it does not do the hard work. 
This is totally unrelated, but the opposition has been going on about lies from members opposite. Yesterday, I 
heard the Leader of the Opposition on the radio. I have heard him say this before — 

Several members interjected. 

The SPEAKER: Order! The question is that the motion be agreed to.  

Division 
Question put and a division taken with the following result — 

Ayes (20) 

Ms L.L. Baker Mr W.J. Johnston Mr M.P. Murray Mr C.J. Tallentire 
Dr A.D. Buti Mr D.J. Kelly Mr P. Papalia Mr P.C. Tinley 
Mr R.H. Cook Mr F.M. Logan Mr J.R. Quigley Mr P.B. Watson 
Ms J. Farrer Mr M. McGowan Mrs M.H. Roberts Mr B.S. Wyatt 
Ms J.M. Freeman Ms S.F. McGurk Ms R. Saffioti Mr D.A. Templeman (Teller) 

Noes (36) 

Mr P. Abetz Ms M.J. Davies Mr C.D. Hatton Mr N.W. Morton 
Mr F.A. Alban Mr J.H.D. Day Mr A.P. Jacob Dr M.D. Nahan 
Mr C.J. Barnett Ms W.M. Duncan Dr G.G. Jacobs Mr D.C. Nalder 
Mr I.C. Blayney Ms E. Evangel Mr R.F. Johnson Mr J. Norberger 
Mr I.M. Britza Mr J.M. Francis Mr S.K. L’Estrange Mr D.T. Redman 
Mr T.R. Buswell Mrs G.J. Godfrey Mr R.S. Love Mr A.J. Simpson 
Mr G.M. Castrilli Mr B.J. Grylls Mr W.R. Marmion Mr M.H. Taylor 
Mr V.A. Catania Dr K.D. Hames Mr P.T. Miles Mr T.K. Waldron 
Mr M.J. Cowper Mrs L.M. Harvey Ms A.R. Mitchell Mr A. Krsticevic (Teller) 

            

Pair 
 Ms M.M. Quirk Mr J.E. McGrath 

Question thus negatived. 
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