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APPROPRIATION (RECURRENT 2017–18) BILL 2017 
APPROPRIATION (CAPITAL 2017–18) BILL 2017 

Second Reading — Cognate Debate 
Resumed from 12 September. 
DR M.D. NAHAN (Riverton — Leader of the Opposition) [12.55 pm]: It is my pleasure to respond to the 
budget. I am not the leader speaker; the member for Bateman is. This is a very important budget for not only the 
state, but also, of course, the government. It is the new McGowan government’s first budget. The first budget 
traditionally defines a government for the following four years. It has some really negative aspects to it. Firstly, it 
clearly shows that the McGowan Labor Party had a very vigorous plan to get into government but not to govern. 
Indeed, much of it is making it up as it goes along. The real problem with the budget started not when it was framed 
but during the election. The McGowan Labor Party went to the election with a set of commitments that were 
simply not possible, even with the best states of nature and the best outcomes it could hope to meet. It promised 
no increases in taxes. It promised to keep both the wages policy and the previous government’s forward estimates 
on fees and charges the same. It promised, of course, $5 billion of expenditure. It promised to pay down debt like 
a mortgage and put away the deficit to create a budget surplus in 2019–20. That package was not possible. Now, 
this budget is a litany of broken promises. Virtually every one of its promises has been broken. The government 
is giving the excuse that since it came to government, it has had a $5 billion collapse in revenue strength. I have 
a couple of responses. Even in the 2017–18 budget. when most of the declines in revenue take place in the forward 
estimates—the last three years—and when the government does substantially increase expenditure, its revenue 
falls are not significant. However, most importantly, government members would have to have been sleepwalking 
through Parliament for the last four years to not know there was risk to this state’s revenue stream. As Treasurer 
for three and a half years, I saw substantial writedowns each year in our revenue stream, whether it be from iron 
ore royalties or goods and services tax payments. During its time in opposition, the government said that when it 
framed the budget, it knew exactly what its GST stream would be. In this case, the government clearly experienced 
that that was not true because, as I experienced last year and saw in the midyear review, there was a reduction in 
the forecast for population growth. The government went out and promised too much. Now this government is 
trying to scrape together how to deal with its excessive promises, and that is the core of the problem with the 
budget. The government overcooked it. It is affecting the body politics of Western Australia and Australia. If 
members listen to talkback radio or talk to people in the community, they will hear that politicians and the political 
process are on the nose and the major reason is that people simply do not believe politicians. The word with the 
big “L” comes to mind when they talk about a large number of politicians. This budget will reinforce that. 
The budget will have a number of repercussions. Firstly, it fails to address what Treasury identified was one of the 
new government’s major objectives, which is a debt reduction strategy. That is what Treasury stated in the 
Pre-election Financial Projections Statement and it is true. The Labor Party was able to go to the election without 
one. It had one but it lasted for 24 hours. It was tied to the iron ore price and the GST shares, and those two things 
could never meet. The government now has $43.6 billion of debt, which is higher than it was in the 
Pre-election Financial Projections Statement. If the government had put many of its election commitments in the 
budget, the debt would be much higher. If the government is still committed to them, I will go through that, but it 
left them out. The reason is that if the government put them in the budget, the debt would be even higher. The 
Labor Party’s major statement that it took to the campaign was that it had a debt reduction strategy and would pay 
it down like a mortgage, but it knew when it put the totality of its promises together that that was not possible, and 
it has not delivered on that. Just as an aside, the former government did have a debt reduction strategy of selling 
Western Power. One of the issues that this budget highlights is the misinformation that the Labor Party and its 
union mates put forward in the campaign that Western Power is a cash cow. It was expected to earn 
$550 million for the general government sector every year. This budget shows that over the next four years, the 
average total payment to the general government sector from Western Power will be exactly half that. On top of 
that, the state and Western Power will have to invest an additional $3 billion in capital into Western Power. In 
short, the state will have to spend $2 billion more investing in Western Power than it will get back in revenue. This 
budget shows to be false the idea the Labor Party put forward that Western Power could not be sold as a debt 
reduction strategy because Western Power is a cash cow. It also allowed the now government to go out and promise 
excessive levels of expenditure for which it had, in the main, no business plan. We now know that with the 
Ellenbrook line. There were no adequate costings; in fact, almost all the Metronet costings presented during the 
pre-election period have proven to be wrong and low. The government does not have adequate funding for them 
and it never did, even though it claimed it had. 
The classic one, of course, is the Ellenbrook line; it is not in the budget. For eight years the now Minister for 
Transport, the member for West Swan, argued for an Ellenbrook line. She said that it was needed, appropriate and 
a priority and that the government was going to do it. She sent a little rubber train to everyone in her electorate. It 
is not in the budget. She says that it is not in the budget for two major reasons; firstly, there is no business plan for 
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it. She committed to something for eight years without a business plan and costing. Secondly, the government does 
not have the money and hopes that the commonwealth will fund it. In other words, the Labor Party’s approach to 
the election was a lack of scrutiny and a refusal to send costings to Treasury. It did that because it knew they were 
overcooked. Even the best scenario on future revenue led a lot of Labor members to promise excessive levels of 
expenditure that the government cannot and will not meet unless it gets income from some other sources. 

A promise that the Premier repeatedly made was that there would be no new taxes or tax increases on 
Western Australians. He said it off his own bat. The Treasurer, quite rightly, repeatedly stated when asked that 
same question—I think before the Premier mentioned it—“I cannot make that commitment as a Labor Treasurer 
because no-one will believe me.” In other words, he knew it was unbelievable, and he was right. It was truthful. 
There were overcooked promises, and a promise of no new tax increases that I do not believe the government ever 
had any intention of keeping because that is how it will fund its expenditure. There is now a proposed increase in 
the gold royalty and an increase in payroll tax—a tax on jobs—and a special duty on foreign investors and 
properties. That was promised before the election, so that is that. A bank tax has also been mooted. If that passes 
muster in South Australia, the state government here will do that; that is clear. 

I turn to royalties. One of the most cynical exercises in politics in recent times is the Premier’s actions on royalties. 
We considered it in 2014. A review was started many years before that—I think under Hon Christian Porter as 
Treasurer; it took a while to get through. We considered it in 2014–15 when our revenue was in complete freefall. 
We had to write down $14 billion in revenue over the period for a variety of reasons; almost all sources of revenue 
were going down. In fact, our revenue was not just not growing; it went down over three years by over six per 
cent. That was not against forward estimates; it was an absolute decline in revenue of six per cent. What did the 
Leader of the Opposition do then? He went out and joined the campaign, even though we had not decided anything. 
He knew we were considering it. He joined the anti–gold royalty increase campaign and said quite clearly—he 
acknowledges it—“We do not support a gold royalty increase for gold miners.” I quote — 

Mr McGowan also acknowledged that any increase in the gold royalty rate would result in mine closures 
and job losses for Western Australians. 

“Mark McGowan clearly understands the marginal nature of the gold industry and the fact that any 
additional costs imposed by the State Government will result in mine closures and significant job losses,” 
… 

He came to Parliament, joined the protest, wore a hat and promised not only to not support a gold royalty increase, 
but also to direct the Leader of the Opposition in the upper house at that time—Hon Sue Ellery—to vote against it 
to try to block the regulation. That is what he did. That was in the midst of freefalling revenue. We decided not to 
impose a gold royalty increase. Cabinet explicitly decided not to. It came at a cost. We wore that cost and we have 
been condemned for it. We wore it in the form of higher debt, and the opposition condemned us for the debt. 

Mr W.R. Marmion: They wore yellow hats. 

Dr M.D. NAHAN: They wore yellow hats. 

This is now a backflip of huge proportions. Our side will consider our actions on that. There is no commitment 
either way yet. 

Another issue is that in the last term of our government, we increased electricity prices above inflation. We were 
condemned for it. But I can tell members that during the first term of government, our increase in electricity prices 
was below those in the forward estimates we inherited from the Carpenter government. Each year from 2013 to 
2017, our increase in electricity prices was below those in the forward estimates. I repeat: in 2008, when we came 
in, that budget had electricity prices going up by 10 per cent a year every year because of the problems of the failed 
deregulation or reform. This time this government has imposed a massive increase in electricity prices at a time 
when household budgets are struggling like never before. We have not had this level of difficulty in household 
expenditure since the recession we had to have in 1992, and before that in the Whitlam period. Households are 
struggling. They are struggling with all sorts of imposts on income as well as expenditure, and this government 
has hit them with a $3 100 hit over the four years. More importantly, the increase is above those in the forward 
estimates. I repeat that the Premier promised to keep electricity prices and all fees and charges at the level in the 
forward estimates. The Premier has hit each household in Western Australia with, on average, an increase of 
$1 100 per person above level in the forward estimates. That is $1 billion over four years. It is huge at this time. 
We will see the ramifications. 

As to government trading enterprises, the government is basically extracting in the vicinity of $1.6 billion from 
them through $1 billion in additional revenue and $600 million or thereabouts in a reduction of capital. How will 
these businesses, which are to a large extent monopolies, respond? Will they respond by driving costs down, or 
will they basically pass those additional levies on as additional costs in the future? It has all the hallmarks of 
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treating the business enterprises, as happened 20 years ago, as monopolistic taxing mechanisms—that is, extract 
$1 billion more revenue from them that will eventually be passed on in higher fees and charges to consumers. 

I turn to expenditure restraint. There is no doubt that in this budget there is substantial expenditure restraint after 
next year. In fact, almost all the essential services will have no growth in expenditure after 2017–18 to 2020–21—
none. That includes education, health, mental health, agriculture—you name it. If we look at the appropriations 
for what the state spends, we can see that there is absolutely no growth in expenditure in all the major areas. My 
colleague the member for Bateman will mention that. This is really an optimistic set of targets. That is all they are. 
We will look at those and we will support the government when we can, but it has a big task. I have already 
supported the government on the change from 1.5 per cent to $1 000. It is a broken promise but, hell, the 
government is breaking every promise anyway. 

Mr B.S. Wyatt: You didn’t support us. 

Mr W.J. Johnston interjected. 

Dr M.D. NAHAN: No, let me finish. The only one we did not support was for the police, because the government 
broke its promise to them. Just like the fire workers, the police had an active enterprise bargaining agreement under 
negotiation. The government supported the fire workers but reneged on the promise to police. 

Mr W.J. Johnston: That’s fiction! You reneged on your promise. 

Dr M.D. NAHAN: That is what the government did; it reneged on an active deal. 

Mr W.J. Johnston: Rubbish! That is just dishonest. 

Dr M.D. NAHAN: It did. 

The ACTING SPEAKER: Members! 

Dr M.D. NAHAN: Thank you, Madam Acting Speaker. The government has extremely tight expenditure. The 
real question is: how is it going to deliver it? It has a lot of studies underway. It has targets. The questions are: 
Will the government achieve those, and how will it achieve those? Will it achieve them by driving greater 
efficiencies or by cutting frontline services, which it promised not to do? In opposition, Labor railed against the 
very rapid growth in some of the frontline services like health. Admittedly in health, after 2017–18 there is no 
growth in appropriations—none. It is the same in education. There is some capital growth, but the capital spend in 
the budget, over the term, is less than we proposed, so it is tight. 

Job creation was the big issue in the election, according to the Premier. All we can say is that in this budget, 
3 000 public servants will be going through voluntary redundancies. According to the Chamber of Commerce and 
Industry of Western Australia, the payroll tax increase will reduce employment in various sectors, with large 
business to be impacted by 1 800 job cuts. 

[Member’s time extended.] 

Dr M.D. NAHAN: According to Mark McGowan—I will quote him; he is the authority here — 

… any increase in the gold royalty rate would result in mine closures and job losses … 

I could not find any indication of concrete job-creation mechanisms. Also, the capital spend is low. As I mentioned 
yesterday, there are only a few ways in which a government can create jobs. The first is through the public sector; 
its numbers are going down. The second is through capital spend; that will be stationary and then will decline. The 
third is incentives; negative incentives, like tax increases, destroy jobs. There are some studies, some trips overseas 
and some commitments to look at defence and some other things, but there is no concrete sign or policies of job 
creation here. There is some job destruction, but no job creation. If members look through the points which 
Labor promised and which it won an overwhelming victory on, they will see that it is breaking each one of them. 

I will go back for a few minutes to the efficiencies in the government. The government clearly has a mandate to 
reduce the number in the senior executive service by 100 or so and to reduce the number of departments, which it 
is doing in a very chaotic manner. When we went to the last election, we talked to Treasury about having 
3 000 extra redundancies on top of the 5 500 that we had put in place over four years. We were told by Treasury 
that if we wanted a further 3 000 redundancies, Treasury would put a caveat on our costings to say that that could 
not be done without reducing frontline services. We reduced that number to 2 000. Our policy was to have 
2 000 extra redundancies targeting older people in the public service and to replace them with 1 000 new graduates 
in whatever area those redundancies occurred, because we did not want to affect the delivery of frontline services—
they are stretched in this state as it is. Treasury might have told the Treasurer the same thing; I do not know. It is 
a huge challenge because of the excessive costs in our general government sector. Those costs are high relative to 
the other states—they are probably the highest of any state per capita—but the excessive expenditure is not in the 
overall administration. It is not poorly measured. Indeed, our administrative costs are generally amongst the lowest 
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of the states. Our high costs in government services is actually in the frontline services—health, education and 
police. We pay our staff more, we give them better conditions and we have had much more support. The task of 
restraining the growth in expenditure, which is in this budget, will necessarily have to focus on restraining 
expenditure in frontline services. There are studies that indicate that. Large amounts of money are being booked 
in the forward estimates. The art will be to drive an unheralded pace of efficiency in the delivery of frontline 
services. For a government that is owned lock, stock and barrel by the union movement, and particularly by 
United Voice, which has a large number of people working for the public sector particularly in health and as 
education assistants, that is a heroic state of assessments. If the Treasurer can do this, he will get our support. If he 
goes ahead and undermines essential services, he will not. Indeed, I think the member for Victoria Park, at least in 
here, will have more supporters for his objectives on our side than on his side. That is a challenge that he faces. 

I would now like to propose something. One of the problems we have had—it is not unique to this government, 
although I think it did it worse than most—is that Labor went into the election as an opposition without access to 
the resources of Treasury or any comparable assessment and made promises or commitments that were largely 
politically driven. The Ellenbrook line is a classic example of that. Ellenbrook used to be a satellite area very far 
from the main part of the city. It was at the edge of urban development at that time, so it was a defining part of 
urban sprawl in Western Australia. It is not easy to get from Ellenbrook and back. It takes quite a while, but that 
is one reason the area was cheaper and one reason people live there—they do not go into the city. Nonetheless, it 
was clearly pushed by the local member from 2008 to have a line to Ellenbrook. We followed the then Carpenter 
government’s promise for the Ellenbrook line. Remember that that election was called on very quickly and we had 
very little time to ruminate on this. We followed Labor’s line. We won government but, surprisingly, we found 
that there was no business case for it. A back-of-the-envelope business case said, “Does not compute. Don’t do 
any of this. This is purely insane.” If the Ellenbrook line existed now, the Public Transport Authority would be 
recommending that we mothball it. So we dropped it. We got pilloried for it by members opposite. In 2013 we 
refused to match Labor’s commitment to Ellenbrook, and we did the same in 2017—we did not match the 
Ellenbrook line. We know without a shadow of a doubt, because the minister and the local member said it, that 
there is still no business case for Ellenbrook. Labor committed to over a billion dollars of expenditure with not 
even a rudimentary business case. The business case was to win the seats of Swan Hills and West Swan. That was 
the business case. 

Mr W.R. Marmion: The community supports bus services still. 

Dr M.D. NAHAN: Labor ripped out bus services. We had a rapid bus service. That has been dropped. The 
transport contribution to the people of Ellenbrook over at least the next three years will be diminished. An amount 
of $20 million or so will be spent on planning, while about $40 million to $50 million has been pulled out of the 
development of the rapid bus service. I use that as an example of something an opposition committed to, but should 
not have, and there was nothing to restrain it from doing so. 

In 2013 a McGowan-led Labor Party argued that whether or not it won the election, it would argue the case for 
establishing an independent parliamentary budget office that would undertake a range of measures. It would 
particularly help the opposition’s policy costings and try to avoid the opposition’s failure to vet its costings 
separately. The then Leader of the Opposition suggested there be a parliamentary budget office. They exist in 
many Parliaments in Australia and the world, including the United States—many of the states have them. It is 
independent of the executive and Treasury, and functions under the same realm as the Auditor General functions. 
It prepares costings of election commitments during the caretaker period and prepares costings for policy proposals 
by members of Parliament outside election periods. If the member for West Swan, as a backbencher or shadow 
minister, came up with the Ellenbrook rail line policy, it would have necessarily been submitted to the 
parliamentary budget office and the costings would have been delivered publicly. The parliamentary budget office 
would have said, “Do not go there.” A range of other expenditures would have been submitted. It would provide 
independent, economic and financial advice to members of Parliament. This is particularly important for 
crossbenchers, who do not have the staff or the institutions to examine policies. Crossbenchers are increasingly 
important, particularly in upper houses. It would also make the election commitment costings and the state budget 
process more transparent. That is the objective. I urge the government to take it on; if not, we will put forward 
a private member’s bill. We should establish a parliamentary budget office. During the election campaign, the 
shadow Treasurer, now the Treasurer, argued the case for a parliamentary budget office and stated that we needed 
one. He refused to submit his costings to Treasury at the time because of his concern for political oversight — 

Mr B.S. Wyatt: A lone voice, I seem to recall. 

Dr M.D. NAHAN: No; I supported it too. 

Mr B.S. Wyatt interjected. 

Dr M.D. NAHAN: I did. I can show the Treasurer the transcript. 
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Mr B.S. Wyatt: You were obviously in your own home. 

Dr M.D. NAHAN: I was in my home, but I was on Gareth Parker’s radio show. I will send the Treasurer the 
transcript. 

The then shadow Treasurer refused to submit his costings to Treasury. I know why he did not—he knew they did 
not add up. His reason was that there would be political interference or the Liberal–National government would 
learn some of the Labor Party’s secrets. Given that the then shadow Treasurer made an announcement about highly 
secret commitments at the time, he could have put them together in the last week. One of his problems was that 
I think it was a specifically designed package of programs that never added up. To get around that, both before 
and during the election period, our recommendation was to put forward a private member’s bill to establish 
a parliamentary budget office. We will pursue it if the Treasurer does not. It will impact the opposition more than 
the government, which is us. It will impact us more than members opposite, so the government will lose no skin 
in this game. That is what the Premier recommended in 2013 and what the Treasurer recommended during the 
election campaign—namely, to establish a parliamentary budget office to assess pre-election campaign 
commitments on both sides; to provide economic assessment advice before the election; and to provide economic 
updates to parliamentarians, individuals or otherwise. I cannot see how the government could do nothing more 
than support this and I expect it to do so. 

This budget will go down as creating a period in which the public’s confidence in body politics is significantly 
undermined. The promises were never believable, were not heavily scrutinised and were not assessed 
independently. It was never possible to put them together, and the government knew it. The government did the 
usual thing—shock, horror; the world has caved in; we have to throw everything up in the air. That was always 
part of the plan, but failure to meet those commitments made six short months ago will undermine the body politic 
and reinforce the prevailing view of negativity towards politicians. 

MR D.C. NALDER (Bateman) [1.25 pm]: I stand as the lead speaker for the opposition on the review, if you 
like, of the government’s first budget. 

Mr B.S. Wyatt interjected. 

Mr D.C. NALDER: That is all right, Treasurer, I am more than comfortable. 

By way of review, I will attempt to look at the budget objectively and assess certain areas that we would say we 
would support. There are areas that we would say that funds have been shifted in and out and designed to 
manufacture a certain outcome. And then there are certain areas within the budget about which we believe the 
people of Western Australia have been misled and there are elements that are deceptive by nature. We will argue 
that elements are deceptive by nature. When I look at these three elements and I talk specifically of support, we 
would stand in this chamber and agree with cuts to public services in a drive for efficiency of frontline services. 
But our fear is that this will go deeper and impact on frontline services. We look particularly at the health, 
agriculture and police budgets in which, over the forward estimates, we see zero expense growth. We have 
concerns about areas such as health in which we know a hospital is commissioned. When we look at agriculture, 
which is considered a priority of this government to broaden our economy, we see flatlining expense growth. We 
wonder what initiatives will be driven through the department to benefit the agriculture sector in Western Australia. 
When we move from areas of the budget that we might support to areas about which we are concerned, it highlights, 
for example, the growth of the Western Australian economy. We flag as a serious concern shifting from 0.25 per 
cent growth in the last financial year to three per cent growth in the next financial year. We extend that further, 
knowing how concerned the Western Australian residential property market is, to look at underlying economic 
assumptions around dwelling investment that next financial year we will see a five per cent lift. From discussions 
I have had with players within that industry, they are concerned that the residential market may be depressed for 
two to three years. 

We are concerned that some of these assumptions applied by Treasury—I understand they are Treasury 
assumptions—could have a negative impact on future budgets. We continue to remain sceptical of zero cost growth 
in the departments I mentioned. When we talk about implementing the delivery of this budget, it is not so much 
that the government will deliver these outcomes, but it will be held to account on delivering them. The government 
will be assessed on how it delivers them. The processes it uses to deliver the budget measures are what it will be 
ultimately judged on. Although, in principle, we support the need to seek efficiencies in public service delivery 
into the community of Western Australia, we remain concerned at the government’s ability to implement it in such 
a way that it does not impact on frontline services. 

We would say that the government has a history of not implementing well. I use the creation of the Office of 
Shared Services as an example. That office was, in principle, something that a lot of members from this side of the 
chamber would not necessarily argue against; however, it failed the state of Western Australia dismally and it cost 
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it dearly. I would argue that a lot of the failings of the Office of Shared Services were due to the implementation 
of the policy, rather than the strategic intent of the policy. 

Moving forward to look at certain outcomes in this budget, it concerned me when I looked through particularly 
budget paper No 3 that I started to see line items that suggest that funding has been shifted to deliver certain 
outcomes within the budget that, at best, may be construed as delivering a particular outcome. I would say that the 
outcome is designed to make Western Australia’s financial situation look worse in the early years and then slowly 
to show that debt is not growing as quickly as it was and that the level of deficit in each year is being reduced. 
I will touch on some of the numbers that contribute to this argument. We have seen revenue shifted out of the 
2016–17 budget—that is, the dividend payments for utilities and the ports. A total of $300 million has been 
reallocated into this financial year. Net debt is zero, but it does give a starting position that is slightly better on 
a revenue or cash deficit perspective than would otherwise be the case. It also increases the net debt accumulation 
that can be attributed to the previous government. In addition to that, page 212 of budget paper No 3 outlines 
slippage provisions. I find the term “slippage” quite interesting when we are talking about the reallocation of 
predominantly, I assume, commonwealth funding for particular products. I understand that certain asset 
investment programs will see delays in capital programs; however, this is heavily geared to removing capital from 
the first couple of years and attributing it to the final years. That will affect the overall impact on the books and 
provide a view to some that the state’s bottom line may be improving, when it is just shuffling funds around in the 
book. Looking at those numbers, I think that is pretty clear, because in the final year when a surplus is created for 
the first time, there is a credit of revenue of $650 million in federal funding that has been reallocated from earlier 
years. When that funding is added to the $1.75 billion National Disability Insurance Scheme payment—the 
majority of which is a one-off payment for the state budget—the thought process that Western Australia’s 
financials are actually improving starts to unravel. 

What really concerns us, though, is that the opposition stood up at the election and said that it would tackle debt; 
it would reduce debt. Pre-election, the then shadow Treasurer said “all spending decisions will be offset by savings, 
revenue decisions or reallocations of money within the existing budget”. The government committed that all its 
commitments would be funded within the budget, but we see in this budget an increase in net debt provisions for 
$600 million of commitments, yet the government has left out a number of the commitments that it made during 
the election campaign. That can only lead me to deduce that the debt provision would need to be far higher if the 
government had put all its election commitments in the budget. The Ellenbrook rail line is a classic example of 
that; it is something that the Labor Party has been committed to since the last time it was in government, in 2008, 
and to suggest there is no business case or a better understanding of the financial requirements is, I think, quite 
misleading. 

Looking at the debt provisions, the Labor Party said during the election campaign that it would deliver a net debt 
position of $39.8 billion by the end of the forward estimates. The government has since claimed $5 billion of 
revenue writedowns that would ultimately contribute to a greater net debt position. Not necessarily all the 
commitments the government promised during the election campaign are in the budget. We have to start to wonder 
what the debt will be now that the government is projecting a debt of $43.6 billion. I wonder where that will 
ultimately lead the state, given that the government has not inputted all the promises it made to the people of 
Western Australia, which was the basis on which it won a mandate to govern. The figure of $39.8 billion will 
increase to $43.6 billion. The government claims there are $5 billion in writedowns, but it has not included all its 
election commitments. The Labor Party has added and broken promises that it made during the election campaign, 
which will supposedly generate revenue and improve the bottom line. Looking at just payroll tax and additions to 
the goldmining royalty, supposedly they would have added another $827 million over the forward estimates. 
Again, that was not an election commitment; in fact, the Labor Party promised the opposite—that there would be 
no new taxes or no tax increases. The Premier was categorical about that. But, again, that would point to net debt 
being a lot worse than what has been currently projected if the government were to fulfil the promises it made to 
the people of Western Australia during the election campaign. 

The government talks about everyone needing to experience the pain; everybody has to contribute to the 
improvement of the bottom line. The government claims that everyone is happy to do this because of the faults of 
the previous government. The government says that it is only breaking its promises in increasing or introducing 
new charges because of the previous government’s financial mismanagement. 

[Quorum formed.] 

Mr D.C. NALDER: Despite assurances from the Labor Party that it would reduce debt, we will see a 34 per cent 
increase in the state’s net debt over this term of government. The Liberal Party went to the election on the basis 
that debt needed to be tackled. The Under Treasurer had made that clear, and the Liberal Party went to the election 
stating that debt needed to be tackled. The Liberal Party made a series of commitments that included the partial 
sale of Western Power, which we know about, and Treasury costed those commitments and said that by the end 
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of this term net debt would be at $28.8 billion. I understand that the government would argue that there have been 
revenue writedowns, and that that has changed things. My point is this government made assurances that it would 
pay down debt, but it has broken promises and breached the trust of Western Australians by increasing existing 
taxes and royalty rates on gold on the basis that everybody has to contribute to paying off the debt created by the 
previous government. I said earlier that the current government is planning and budgeting to increase net debt by 
34 per cent over the next four years. The budget states that the bond rate for borrowing, which is currently sitting 
at three per cent, will be 3.1 per cent next year, 3.2 per cent the following year and 3.4 per cent in the final year of 
the forward estimates. 

The increases in net debt over the next four years of this government will shift it from $32.5 billion to $43.6 billion. 
The interest alone on the increased debt will be in excess of $1 billion. The interest that the state will pay in the 
final year—2020–21—on the increase in debt because of this government’s commitments will be $380 million, 
which is based on an interest rate of 3.4 per cent. The government has introduced new charges for, supposedly, 
budget repair. My argument is that there is no budget repair and that these policies are to fulfil and cover the 
unfunded commitments that this government has made. If members look at page 8 of budget paper No 3, they will 
see that the combined revenue that will be generated from the payroll tax increases, the gold royalty increases, the 
increases to household fees and charges, and the revenue that will be generated from reducing the rebate to 
self-funded retirees will not cover the interest charge on the increased debt that this government will levy on the 
people of Western Australia. 

My point is that this government is trying to deceive the people of Western Australia—households and the business 
community that employs Western Australians—into believing that they need to contribute to the repair of the 
budget of the former government, when, in reality, the measures that it is putting in place will not even cover the 
interest costs of the debt that it will create over this four years. We went to the election committed to reducing debt 
and to a partial sale of Western Power. It is fascinating that those opposite talked about the sale of Western Power 
as being a sugar hit. They said that we would lose the dividends that we get from Western Power. As the 
Leader of the Opposition pointed out in his previous speech, the dividends that the state will receive over the next 
four years will be $2 billion less than the capital contributions that need to be made to Western Power to meet its 
maintenance requirements. My other point is that the government will increase debt by $11.1 billion—that is, 
34 per cent. The proceeds of the sale of Western Power, if applied to the infrastructure and the debt position, would 
reduce the debt to the order of $11 billion. The state government will increase debt by $11 billion. Its budget papers 
show that the total cost of the interest for the extra $11 billion in debt will be over $1 billion, and $380 million in 
the fourth year. That is an indication of the interest that would be saved if Western Power were sold—or 51 per cent 
of it. The other side has argued that it would be a sugar hit if we sold Western Power, but if the funds were utilised 
in a way in which the debt that sits in Western Power was taken off the balance sheet and the net provision of 
$3 billion was applied against the infrastructure so that the state was not increasing borrowings — 

Mr W.J. Johnston: Member, can I ask you a question? 

Mr D.C. NALDER: No. 

The ACTING SPEAKER: Minister for Mines and Petroleum, I call you to order for the first time. 

Mr D.C. NALDER: I will go back over my point. The sale of Western Power would bring $11 billion. Around 
$8 billion of that is sitting as debt inside Western Power, which applies to the net debt position. By selling 
51 per cent of Western Power, that $8 billion could be shifted off the balance sheet. If the other $3 billion was 
applied against the infrastructure spending in Western Australia, it would save on net debt for Western Australia. 
That $11 billion of saved net debt would save the state of Western Australia just over $1 billion in interest charges 
over the next four years. 

Dr M.D. Nahan: And, Dean, you get half the dividends. 

Mr D.C. NALDER: Yes. The state still receives half the dividends. 

I am happy to sit down with the member for Cannington later and walk him through how interest works and is 
charged on debt. I used one assumption and that was that the debt in the budget papers would apply and grow on 
a straight-line basis. I used the interest rate supplied in the budget papers of three per cent for the current year, 
3.1 per cent for next year, 3.2 per cent for the following year and 3.4 per cent in the final year of the budget 
estimates as per volume 3 of the budget papers. It is pretty clear that the people have been misled and that the debt 
will be larger than promised. The debt is the elephant in the room, and this government has failed to deal with it. 
It has talked about needing to cut expenses and has said that by cutting expenses and fixing the cash surplus, it can 
ultimately deal with the debt. I spent a long time in the financial services sector. One of my old bosses, John Liu, 
often used to lecture me saying, “Dean, you must learn to walk and chew gum.” This government is failing to 
address the issue of net debt for this state. I have looked at the $1.75 billion from the National Disability Insurance 
Scheme and the $300 million of utilities money that has been shifted in. The utilities’ cookie jars are being raided 
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with the additional dividends that the government is looking to take out of them by increasing the dividend rate up 
to 85 per cent. That money is required for maintenance and to ensure that the capital remains up to date. While 
I am on that point, I remind members opposite of the issue with Western Power that this state faced back in the 
early 2000s. There were never enough funds left for it to maintain its asset base. Who fixed it up? 

Mr D.T. Punch interjected. 

Mr D.C. NALDER: I thank the member for Bunbury for that interjection. 

One of the major contributors to net debt over the previous two terms of government was the requirement to fix 
Western Power’s poles. If members look at the energy assets, the water assets and the infrastructure that has been 
required for the state, particularly with the growing population, they will see that the majority of capital spending 
has been on energy and water. It was the government before the Liberal–National government—I seek to hear who 
that previous government was—that did not spend enough on capital to maintain the assets of those important 
utilities. What are we seeing this current government doing? It is increasing the dividend ratio and reducing the 
utilities’ ability to maintain their existing assets. The government can argue that it will do that for a period of time, 
but all it will be doing is kicking the ball down the road of ongoing annual maintenance for existing utilities. It is 
going to leave it in the same way as previous Labor governments did. When the Liberal–National government 
came into power in 2008, it had to deal with Western Power’s rotten poles and it cost the state a fortune. We cannot 
simply continue to take extra dividends from utilities and defer the problem for future generations. We must be 
very conscious of that, because at the end of the day it is simply creative accounting. Additional dividend payments, 
the slippage factor that shifts capital to the outer years and the one-off payment for the NDIS make it look as 
though the budget is improving. I cannot help but think that the budget is not as good as the government is making 
it out to be. I am afraid that the government will be unable to tackle debt because, based on the Labor Party’s 
previous track record, there are question marks over its ability to implement change and over whether it can arrest 
the growth of debt in this state. That is my primary concern and it should be a major concern for the people of 
Western Australia. 

I now want to look at some of the commitments made during the election campaign. We admit that we intended 
to build the Metro Area Express light rail, but we did not. There should be criticism of that, and we would deserve 
it. We wore that as a consequence going into the last election. As a government, we made mistakes, and we are 
wearing the consequences of that because we are now in opposition. However, I would like to touch on a few of 
the government’s broken, unfunded and under-funded promises—the Ellenbrook line, at least $863 million; the 
Byford extension, at least $291 million; Karnup station; a rail car manufacturing facility; and three of the four 
dangerous level crossings. I recall what was being said in the local media about 18 months to two years ago when 
the current transport minister and current Treasurer talked about how a Labor government would remove all level 
crossing issues in the Perth metropolitan area. I stood up as the then Minister for Transport and said that there were 
31 level crossings in the Perth metropolitan area on public transport lines and another 72 on freight lines around 
the Perth and Peel areas. That is more than 100 crossings. If we were to apply to them an average cost of 
$50 million, we would be looking at an excess of $5 billion to fix them. At the time of the election, that suddenly 
changed from fixing more than 100 level crossings to fixing one. The government is complaining about the 
previous government not doing enough to fix level crossings. That is interesting, because the Lloyd Street level 
crossing that is connected to the Midland Public Hospital has been done and the Nicholson Road level crossing is 
currently under construction. The previous government actually has a better track record on level crossings than 
what is being projected in the budget, yet that is not the mantra of the Labor Party. 

We are asking where in the budget is the $40.4 million commitment for Royal Perth Hospital, the $52.2 million 
commitment for Joondalup Hospital and the $21.2 million commitment for Osborne Park Hospital, and the 
commitments made for Geraldton Hospital, Collie Hospital and medihotels? There is only $28.2 million in the 
budget for the Midland station extension, which is at the planning stage only now. The government also talked 
about extensions to Bellevue and Midland train stations. A deliberate commitment was made by the government 
to shift the Midland station to be located near the Midland Public Hospital, and I am wondering where that is. 
People should be asking those questions. 

No new prison and no new water supply has been provided for in the budget, and will the commitment for 
a biomass plant in Collie proceed? We do not know whether a solar farm for Collie will proceed. A raft of promises 
were made to the people of Western Australia, and those promises form the foundation of mandates that 
governments win to form government. 

Mr D.J. Kelly: And four years to deliver them. 

Mr D.C. NALDER: I thank the minister for his interjection. Is he saying that the government is going to deliver 
these things within four years? Is he telling us that we should not believe the numbers in the budget because they 
are going to change? 
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Mr D.J. Kelly: Unless there are new sources of revenue. 

Mr D.C. NALDER: Does that mean that the government is going to change the numbers in the budget? Secondly, 
does the government believe that it will get 100 per cent funding from the federal government for those missing 
items in the budget? I actually believe that the federal government and the federal opposition will throw money at 
this state. I think that will happen; we are ripe for a one-off opportunity. 

Several members interjected. 

The ACTING SPEAKER: Members! 

Mr D.C. NALDER: The reality is that any project the government undertakes will require increased state funding. 
When the minister stands in this place today and says that those things are still going to be delivered and delivered 
in this term, is he telling us that we should not be paying any attention to this budget because it does not mean 
anything; it is all going to change? If he is, that strikes at the credibility of the numbers the government is putting 
to the people of Western Australia. 

Mr J.E. McGrath: Smoke and mirrors. 

Mr D.C. NALDER: “Smoke and mirrors” is a good term. Thank you, member for South Perth. 

I have said that state debt is the elephant in the room. Before the election, the now Treasurer was forthright when 
he made the commitment to reduce debt. I want to read something that Mark McGowan has said; I probably should 
not have revealed who had said it. 

Ms R. Saffioti: Do you mean the Premier? 

Mr D.C. NALDER: I stand corrected; I apologise—the Premier. It states — 

After the election the Premier and the Treasurer were arguing that something had changed that had given 
the Premier the licence to break his promises to the people of Western Australia. The financial 
circumstances of the state, due to royalties, goods and services tax and the like, were somehow massively 
different from the finances of the state in December and February when the midyear review and the 
Pre-election Financial Projections Statement were released respectively, and different from when the last 
budget was released … The Premier made his promises to the people of Western Australia under the same 
economic conditions that exist today; indeed, economic and budgetary conditions that are not as good as 
they currently are. He knew the impact of population growth on the budget and he knew what the 
government’s share of GST would be. He has no excuse for breaking his promises other than that he 
misled the people of Western Australia when he said he had a fully funded and fully costed plan in the 
lead-up to the election. 

That is a quote of the now Premier; I could say the same today. It shows the hypocritical nature of this Premier 
when he stands up and tells people — 

Point of Order 

Mr W.J. JOHNSTON: The member has made a specific accusation about the Premier, which he is not able to do 
under standing order 92. He has made a specific reflection on the Premier; he is not able to do that in accordance 
with the standing orders. 

Mr D.C. NALDER: I was reading something the Premier said in the budget debate on 14 August 2013. 

Mr D.A. TEMPLEMAN: Madam Acting Speaker — 

The ACTING SPEAKER (Ms S.E. Winton): Can I deal with the first point of order. That was not a point of 
order. 

Mr D.A. TEMPLEMAN: According to standing order 92, the accusation using the word “hypocrite” has been 
previously ruled as unparliamentary. 

Several members interjected. 

Mr D.A. TEMPLEMAN: It is my point of order, not the opposition member’s. If he wants to make a point of 
order, he can stand up. Therefore, as per custom, the member for Cannington has highlighted that. The request is 
that the member withdraw. 

The ACTING SPEAKER: Thank you, member. It is not a point of order. I believe it is just a case of semantics. 
I will let the member continue. 

Debate Resumed 
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Mr D.C. NALDER: Thank you, Madam Acting Speaker. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 3960.] 
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