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APPROPRIATION (RECURRENT 2016–17) SUPPLEMENTARY BILL 2017 
APPROPRIATION (CAPITAL 2016–17) SUPPLEMENTARY BILL 2017 

Cognate Debate 
Leave granted for the Appropriation (Recurrent 2016–17) Supplementary Bill 2017 and the Appropriation (Capital 
2016–17) Supplementary Bill 2017 to be considered cognately, and for the Appropriation (Recurrent 2016–17) 
Supplementary Bill 2017 to be the principal bill. 

Second Reading — Cognate Debate 
Resumed from 29 November 2017. 

MR D.C. NALDER (Bateman) [12.18 pm]: I stand to discuss the Appropriation (Recurrent 2016–17) 
Supplementary Bill 2017 and the Appropriation (Capital 2016–17) Supplementary Bill 2017. I would first like to 
highlight the outcome of the 2016–17 financial year. The final outcomes for which we are ultimately putting these 
bills through were a lot better than had been forecast prior to the end of the financial year. It was fantastic to see 
that the deficit was a lot smaller and the net debt position of the state was less than had been forecast earlier. It 
reflected positive signals that the bottom of the economic cycle that the state had found itself in had been reached. 
That economic cycle was exacerbated on a couple of fronts. The first was that the Western Australian mining 
sector was shifting from construction to production, particularly the expansion of iron ore developments in the 
north west and the development of our offshore gas fields with Chevron at Barrow Island and Woodside at 
Wheatstone LNG. Moving from construction to production caused significant structural changes in the 
Western Australian workforce. The challenge for Western Australia during that economic cycle, and the budgetary 
cycle that the state faced, was that at the same time the bottom fell out of iron ore prices globally, which disrupted 
the level of iron ore royalties. Forecasts from Treasury, at a federal level or globally—no-one foresaw the drastic 
changes in commodity prices in that period, particularly for iron ore. The effect it had on the budget bottom line, 
and the speed with which it flowed through to the budget bottom line was unprecedented, placing an enormous 
amount of strain on the government of the day, much to the delight of the opposition at the time, which could poke 
the finger at the government for the challenges it was facing. It was a real challenge, and we do not shy away from 
that fact. As part of that process, when structural change is occurring in employment in the mining sector, and at 
a time when the government was finding it very difficult financially, it is even more important and more prudent 
for the government to be cognisant of what is happening in the economy and in households, and how that broader 
economy is being impacted. Throughout this period there were large impacts on retail spending, which was flowing 
right through the retail economy, and impacts on household expenditure as well as household investment. Other 
elements of the economy were being adversely affected, which in turn flowed further into the revenues being 
generated by the state. 

Suffice it to say that the final outcome of the 2016–17 financial year was better than we had been forecasting six 
months earlier. That was a great outcome, and as at 30 June 2017 the final audited accounts showed net debt at 
$31.96 billion, three months after the present government was elected. Six months earlier it had been forecast to 
be in the vicinity of $33 billion at one point, and then the Pre-election Financial Projections Statement started 
pointing to about $32.5 billion, but we ended up at $31.96 billion. That is what we say is effectively the number 
that was handed over to the current government. We hear the Premier jump up and talk about an inherited debt of 
$40 billion, but we know $31.96 billion was in the audited accounts. The Premier is trying to use estimates 
developed and prepared by Treasury to take a specific point in time about where the financials are heading. The 
government was using the Pre-election Financial Projections Statement, which suggested that the net debt, left 
unchecked, would grow to $41.1 billion by the end of the forward estimates. That is where I believe the current 
government is using the numbers of the forward estimates, but if it uses those in isolation, that means it does not 
take any responsibility for the budgets it is bringing down itself. As I said, the forward estimates are established 
by Treasury, but if we are looking at the estimates developed by Treasury, the reality is that we should look at the 
last estimates that were developed by Treasury before this government took over. The government is using the 
Pre-election Financial Projections Statement, but another assessment undertaken by Treasury during the election 
stated that if the Liberal Party had been successful at the election, the net debt position would be $28.8 billion by 
the end of the forward estimates, not $41.1 billion. 

I reinforce this because the recurrent and capital appropriations for 2016–17 flow through to the debt and deficit 
position of the state, and as at 30 June 2017 the debt position of the state was $31.96 billion. If we use the argument 
that the Premier and the Treasurer have been using, that it has been based on forward estimates, and that is what 
is in future budgets, and therefore that is what they are inheriting, we should look at the final estimates that Treasury 
put out, which was during the election, forecasting that that if a Liberal government had been returned, the net 
debt position of the state would be at $28.8 billion. What is important about that is not just the fact that the Premier 
is misleading the people of Western Australia and misleading the people in this house, it is that the difference 
between a $40 billion debt and a $29 billion debt, with an interest rate that is forecast to grow in the forward 
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estimates to around 3.4 per cent, is in excess of $300 million of additional interest charges that the current 
government is growing. Although at 30 June 2017 the state’s net debt position was $31.96 billion, by the end of 
the next financial year the state’s net debt position will be up over $39 billion. 

This government talks about spending in the past, but is continuing to spend at a rate equal to or greater than the 
former government, despite some of the benefits that are now flowing back through to the state. I will touch briefly 
on those. Firstly, the goods and services tax payments that the state was receiving the 2016–17 year, and the year 
before that, bottomed out at 30 cents in the dollar. In the next 12 months, income from the increase in GST alone 
will be up 50 per cent. We are shifting towards 47.5 per cent, which is still too low and still not right, but it is 
50 per cent higher than what it was. We are shifting from around $2.2 billion to $3.3 billion in revenue flowing 
through in GST receipts for the state. In fact, the majority of the improvement in the bottom line of the state budget 
is coming from commonwealth grants and from the GST improvement, which is considered part of commonwealth 
grants. We are getting money from the federal government for infrastructure projects and we are getting an 
improved bottom line in GST. This is nothing to do with the actions of the current government. That is where the 
majority of the improvement in our deficit and, ultimately, our debt position is coming from. 

The government continually putting the onus on the previous administration for the financial position of the state 
is factually incorrect and misleading. This government knows better. It is playing politics with the budget, and that 
in itself is disappointing. I would like to take that to another point in considering the recurrent and capital spending 
for the 2016–17 financial year and compare it with what we are seeing now and in the two following financial 
years, 2017–18 and 2018–19. In 2016–17, the government was cognisant of the financial position of the state, but 
at the same time was aware of how the rest of the economy was travelling. Although there has been a debate for 
a long time about moving towards cost reflectivity on household charges such as electricity, the government was 
acutely aware of the impact increases in household charges were having on homes and families. Although we had 
higher forecasts of increases in household charges in the forward estimates, in the whole term of the previous 
government, it never exercised any of those in any individual budget, because of the downturn in the economy. 

Mr D.T. Punch interjected. 

Mr D.C. NALDER: I beg your pardon, member for Bunbury. Would you like to make comment? 

Mr D.T. Punch: I didn’t say a word. 

Mr D.C. NALDER: The government had forecast increases of the magnitude of six per cent to seven per cent in 
electricity prices, but on average delivered increases of around only four per cent. In the final year of this budget, 
in the appropriation of recurrent expenditure that we are talking about for the 2016–17 year, electricity prices were 
increased by three per cent. That is because we knew that we had to try to move towards cost reflectivity, but we 
were, as I said, acutely aware that households could not tolerate that level of increase, given the state of the 
economy. I reinforce that the state of the economy was driven by a couple of factors. One of them was this shift 
from construction to production that created a structural change in employment conditions in Western Australia. 
The other one was the downturn in commodity prices putting pressure on existing mines and on mining companies 
to drive efficiencies through that, leading to job shedding in the mining sector and putting a lot of fly in, fly out 
workers out of work, and therefore putting pressure on families. We were very conscious of it at the time we put 
the three per cent increase in in 2016–17. The now Premier said it was mean-spirited for the government to put 
through a three per cent increase in electricity charges in 2016–17, yet what did he do when he came into 
government? What changed in the economy when he came into government? Not a lot has changed. Households 
out there are still hurting. But what did we see in the first budget following the Labor government coming into 
power? We saw a 10.9 per cent increase in electricity charges. According to the now Premier, the former 
government was mean-spirited for increasing electricity charges by three per cent, but he had no qualms about 
increasing household charges on average by 10.9 per cent. It was not just by 10.9 per cent, because the government 
increased fixed household charges for electricity. Through freedom of information we became aware of advice 
provided to the Treasurer that stated that for single pensioners this was equivalent to an increase in electricity 
charges of close to 30 per cent. The increase in electricity charges was 30 per cent in one year at a time when the 
economy was hurting. What is really interesting about this is that the Labor Party in opposition called us 
mean-spirited for an increase of three per cent, but in government it did not mind hitting single pensioners with 
a 30 per cent increase 12 months later, when the economy had not improved. If I were to share anything from the 
feedback through the polling and everything else in the Darling Range by-election, it would be that household 
charges are hurting people. 

The Labor government did this by playing politics. This is interesting for new members: historically, governments 
have to go hard on charges in the first two years of their term and then back off in the second two years, hoping 
people will forget. Let me assure the government that we will continue to remind it about what it did and when it 
did it. The government says that this is all in the name of budget repair, yet we have still watched debt grow from 
$32 billion to $39 billion in two years, and that in itself is fairly disappointing. The feedback we have got from the 
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broader community over these last couple of weeks is that households have been hurting as a result of the 
government’s increased charges. That was mean-spirited and I think the current government has exhibited political 
opportunism, believing that if it goes hard early, it can get away with it in the second two years of its term and 
take the pressure off. A three per cent increase in electricity charges in 2016–17 went up to 10.9 per cent in the 
following year, and there has been another increase in 2018–19. If I compare the year 2016–17, which is what we 
are debating today, with the relativity of today, household charges continue to go up. If we look at household 
charges more broadly, we have seen a 13 per cent increase for the average Western Australian home in one day 
over 12 months. In a 12-month period, we have seen household charges increased by 13 per cent. 

Relating this back to the economy so that members can understand the second and third-order consequences of 
what is going on, what is more important is that the Premier likes to refer to the period 2008–09 when comparing 
electricity charge increases to justify why he has whacked up household charges at this time, trying to say that 
they have been by less. I have talked about the fact that that is compounded, but the most important thing is that 
we are in totally different economic circumstances than we were in 2008–09. It is interesting that the electricity 
charges that were increased in 2008–09 date from before that time. If any new Labor members are interested in 
this, those large increases in electricity were built into the forward estimates of the Carpenter Labor administration. 
The next government may have gone a bit further, but they were built in by the previous administration. I am 
coming back to my main point here about the state of the economy. If we look at the state of the economy and 
what has been happening with the discretionary income of households — 

Mr D.T. Punch interjected. 
Mr D.C. NALDER: The member for Bunbury does not like this debate; he does not like being told the truth. 
Mr D.T. Punch interjected. 
Mr D.C. NALDER: Sorry, can the member please repeat that? 
Mr D.T. Punch: I am just referring to the play on words about how you say you may have gone a little further. 
Mr D.C. NALDER: We take responsibility for the budgets we set. 
The ACTING SPEAKER: Member, can you address the Chair. It is disorderly to bait other members and then 
not expect them to reply. 
Mr D.C. NALDER: We take responsibility for the budgets we set. I am giving the background of how they came 
about. It would be prudent for the member for Bunbury to take note of some of the ramifications flowing through 
the broader community and the concerns it has with what this government is doing. As I said, not only did we see 
an increase in household charges of 13 per cent, which works out to 13 times the rate of inflation, at the same time 
household wages growth remained stagnant at roughly the rate of inflation. Putting up household charges in excess 
of the rate of inflation eats into discretionary income. If there is a flat economy when this is done, the government 
is only flattening the economy further and negatively impacting upon the ability of people to spend. If the 
government is looking for the economy to turn around to drive other things such as productivity improvements 
and increased spend, and it is forecasting increased retail spend, it cannot whack households excessively, greater 
than the rate of inflation, and expect those things to occur. They cannot occur. That is what we see happening in 
the economy. We have almost created a two-speed economy in Western Australia. I think it has been pretty 
disappointing. It has been interesting to hear the feedback that the community has made quite clear in the last two 
weeks. If this Labor government wants to understand the swing away from it in the primary vote, I suggest it has 
a close look at this issue and apologises to the people of Western Australia for the pain they have been put through. 
In the 2016–17 capital appropriations, the previous administration’s plan of what it would spend on infrastructure 
and its capital spend were all laid out. Rightfully, there was criticism because we did not proceed with an 
infrastructure project called Metro Area Express—we rightly accept the criticism—but the budget was there. What 
is fascinating about the 2016–17 capital appropriations is that everything that we were going to undertake was all 
laid out. If I compare the capital appropriations of 2016–17 with the current appropriations, it gets very confusing 
to understand what this government has committed to spend. I have never before heard a government make an 
announcement to undertake a project, put out a press release with the Prime Minister about a shared agreement 
and how it will be funded, book the share of funding from the commonwealth as revenue—therefore improving 
the appearance of the state’s deficit position so it shows up as revenue—and expensing the commonwealth on the 
capital side, but not putting in the state’s equivalent share that was announced in the press release as an agreement 
from the Premier. It is dodgy. It makes these numbers in the budget presented to this house and the people of 
Western Australia questionable at best. Again, as a government, it has misled the people of Western Australia. It 
is inappropriate and irresponsible financial management. Despite hearing from the Treasurer nine times in his 
budget speech about responsible financial management, the fact that the government put out a joint press release 
from the Premier and the Prime Minister of Australia committing to an infrastructure project, stating that it is 
a 50 per cent shared arrangement for the new projects—I am talking just rail at the moment at Ellenbrook, the 
Midland station and the Byford rail extension—and to book that commonwealth funding and not include the 
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commensurate state funding is totally inappropriate. The initial argument from the transport minister when 
questioned in the estimates hearing was that the business case had not been concluded; that is why the state has 
not been expensed. If that is the correct approach, why did the minister book the commonwealth funds? The 
commonwealth has not given over the money at this point, but the state has booked it and the business case has 
not been finalised. The only reason the state government has done that is to manipulate the financial outcomes in 
this current budget. 
The 2016–17 budget compared with the 2017–18 budget was very transparent about what was being undertaken. 
That is a fact that cannot be denied. The other fascinating thing about comparing the 2016–17 budget year with  
the current financial year are the expense lines. At first glance, we could say, “Wow! The government has been 
able to keep a lid on expense growth”, and give it a full tick for that. Looking at the expense lines within the 
departments, we could say, “Yes, it has, and the state government has achieved a great result with the expense 
lines in the department.” We have concerns about what has been booked in the forward estimates because there 
are reductions, yet the government has committed to no reduction in frontline services. We question its ability to 
deliver on that given the reductions in the forward estimates across the majority of departments. If I were to put 
a focus on anywhere, it would be health, education, corrective services, police and agriculture. It will be a massive 
challenge for the government to deliver on the zero or negative growth shown in the expense lines over the forward 
estimates. I say that again, taking into consideration what Treasury has built into the forward estimates as its 
assumptions around the state of the economy. 

The ACTING SPEAKER (Ms M.M. Quirk): Member for Vasse! 

Mr D.C. NALDER: It is showing a marked improvement in the state of the economy with growth in real wages. 
We are seeing a marked improvement, supposedly, in dwelling investments and in the business community. If we 
are to realise those effects, we will see improvements in real wage growth and inflation, which are forecast. If 
those are to come into effect, how the state government will keep the expense line of these departments at zero or 
negative growth is yet to be seen. That is a massive challenge for the state government moving through. Coming 
back to these expense lines, it was fascinating to see that a major contributor to the low growth in expense this 
year and over the forward estimates is a cost-shifting exercise between the state and the commonwealth whereby 
we have moved to the National Disability Insurance Scheme. Interestingly, from a revenue and expense position, 
it is essentially a zero cost gain, because the reduction in revenue is commensurate with the reduction in expenses. 
However, if we peel back expense growth, it gives the perception that in the 2018–19 year, the expense growth is 
a lot lower than it is in the 2016–17 year in delivering a 0.92 per cent growth. However, that is not the real 
underlying expense growth for the state budget. Although I acknowledge it is an accurate way of portraying it, 
responsible financial management would highlight that it is not the real underlying expense growth. There should 
be a footnote to acknowledge that it has been impacted by the transfer or cost shifting of the NDIS to the 
commonwealth government. As I said, this has an impact in the vicinity of 0.8 per cent over 2018–19 and greater 
beyond that. These are some of the reasons the opposition is concerned and some of the additional issues that also 
are a concern compared with the relativity of 2016–17. 

It is fascinating that Labor would have us believe it is the only true party for the regions. 

Mr D.A. Templeman interjected. 

Mr D.C. NALDER: We take from that that it is the only party truly committed to royalties for regions. 

Mr D.A. Templeman interjected. 

Mr D.C. NALDER: I will highlight what the government has done to royalties for regions — 

Mr D.A. Templeman interjected. 

The ACTING SPEAKER : Minister; you are waking us up! 

Mr D.C. NALDER: — in the current budget and the forward estimates from this government’s activities. I will 
highlight in these last three minutes before I get sat down what this government has done. Although it is telling 
the people of Western Australia that it is committed to the regions and it is the only party committed to royalties 
for regions, it has effectively slashed and burnt the royalties for regions budget, but it has done it by stealth. It has 
transferred costs that are historically paid for out of the consolidated account. There is one argument about whether 
it is right or wrong to do that, but the bigger issue is that it is being done sneakily. The government is not being 
transparent and open with the people of Western Australia. By the end of the forward estimates, 58 per cent of the 
royalties for regions budget will have been taken up, out of expenses that were historically paid for out of the 
consolidated account. 

The ACTING SPEAKER: Member for Cottesloe, the only person who should be standing is the person speaking; 
thank you. 
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Mr D.C. NALDER: Fifty-eight per cent of what has historically been paid from the consolidated account is now 
being paid for by royalties for regions. That has effectively reduced the royalties for regions budget by 58 per cent. 
The key point here is the flow-on effect on the expenses bottom line. When I take into account the NDIS and the 
cost shifting between the consolidated account and the royalties for regions budget, the government is portraying 
a much larger reduction. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 4200.] 
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