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Division 5:  Office of Shared Services, $52 777 000 - 
Mr A.P. O’Gorman, Chairman. 

Mr A.J. Carpenter, Premier. 

Mr R. V. Mance, Executive Director. 

Mr G. R. Baker, Project Manager. 

The CHAIRMAN:  Will the member for Vasse ask his first question, please? 

Mr T. BUSWELL:  As I understand it, the savings that will be generated from the operation of the Office of 
Shared Services will be $55 million per annum, which is very good.  That is incorporated into the forward 
estimates, as I read the budget papers.  I am interested in understanding the cost of generating those savings; in 
other words, the cost of running the Office of Shared Services.  In the income statement on page 145, the 
expenses are quite significant.  For example, in 2008-09, they are $54 million.  Some of those expenses will be 
offset by user charges, which I assume is money that the departments will pay to the Office of Shared Services to 
provide the shared services.  I am interested in getting an overview of the true value of the gain - that is, the 
$55 million in savings - that will be generated and the extent to which that will be offset by the costs of running 
the office. 

Mr A.J. CARPENTER:  I will do my best.  I may require some assistance from Mr Mance.  The employee 
benefits expenses in 2005-06 are $3 million, in 2006-07 they are $12.9 million, in 2007-08 they are $26 million, 
in 2008-09 they are $28 million, and in 2009-10 they are $29.7 million.  That includes payroll costs, 
superannuation expenses, workers’ compensation premiums and changes in leave entitlements.  The increase in 
expenses reflects the increase in staff numbers as agencies roll into the shared services arrangements.  The 
appointment of permanent Office of Shared Services staff commenced in 2005-06, in readiness for the first 
agencies to roll in in mid-2006.  It is estimated that 110 full-time equivalents will be employed by 30 June.  
During 2006-07, additional staff will be appointed as agencies roll in, and it is estimated that the number of FTEs 
at 30 June 2007 will be 304.  Full staffing of the office will be completed in 2007-08, when it is estimated that 
440 FTEs will be employed by the office.  The growth between 2008-09 and 2009-10 relates to an allowance for 
wage increases.  The cost will be $29 million by 2009-10.  By 2009-10, supplies and services -  

Mr T. BUSWELL:  To cut the pain for me, can the Premier skip down to the total cost of services of 
$54 million in 2008-09.  What will be the total savings generated? 

Mr R. V. Mance:  The cash savings are $55 million.  However, the savings to government are actually greater 
than that, because a number of agencies are not funded directly out of the consolidated fund.  Therefore, 
$55 million is the cash saving for consolidated fund agencies.  The actual savings in the business case were 
something like $63 million or $64 million recurrent in a full year from 2008-09, and the project cost - I think that 
was the relationship the member was looking at regarding project funding - was $120 million.  We will start to 
receive income from agencies as they pay for their services.  Therefore, there will be project funding, and money 
will also come from agencies once they roll into the new service. 

Mr T. BUSWELL:  I want to clarify this.  I understand the repayment of money.  I can see it in the statement as 
a user charge. 

Mr R. V. Mance:  Yes. 

Mr T. BUSWELL:  However, inevitably, the difference between the cost of providing the service and the user 
charge nets off to a degree.  In 2008-09, the estimated expenditure is $54 million for the total cost of services 
delivered in order to generate a saving that Mr Mance is now telling me is $63 million. 

Mr R. V. Mance:  Recurrent, yes.   

The CHAIRMAN:  I am sorry, Mr Mance, but you need to answer through the Premier. 

Mr R. V. Mance:  I am sorry. 

Mr T. BUSWELL:  My apologies.  We locked eyes.  I apologise for misleading Mr Mance.   

[5.10 pm] 

Mr A.J. CARPENTER:  The Deputy Leader of the Opposition can still do that; he can lock eyes and just say 
“Premier”! 

Mr T. BUSWELL:  It just does not seem the same! 

Mr A.J. CARPENTER:  I know. 
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Mr T. BUSWELL:  Just to clarify, there is a $63 million saving in recurrent expenditure. 

Mr A.J. CARPENTER:  Yes. 

Mr T. BUSWELL:  Offset by a $54 million recurrent cost; in other words, a net saving to government of 
$9 million? 

Mr A.J. CARPENTER:  No, the saving is $55 million. 

Mr R. V. Mance:  The savings are already in the forward estimates.  The $55 million saving is already factored 
into the forward estimates.  So these are our costs and our revenues, but the $55 million is actually factored into 
the forward estimates.  This is not actually for the business case; it is for the cost of operating plus the expenses 
we have been given to set up the business. 

Mr A.J. CARPENTER:  Maybe Mr Baker would like to comment. 

Mr G. R. Baker:  The $55 million has already been adjusted from 82 budgets, so that is already locked in for the 
following number of years from 2008-09 when the full $55 million cuts in.  The income statement that the 
member is referring to is actual expenses and the revenue link coming in from agencies to run the Office of 
Shared Services centre from an operational viewpoint.  The $55 million is totally separate from this income 
statement.  In 2008-09, which is the year member quoted, the actual office will cost $54 million to run; it will get 
$38 million a year from agency charges and there will be a net appropriation of about $16 million for items such 
as depreciation and capital user charges, which are non-cash appropriations.  The whole Office of Shared 
Services centre, when it is fully operational, will be cost neutral to government; it will not cost anything to run.  
The $55 million is already in the forward estimates; it has already come out. 

Mr T. BUSWELL:  I know I am a pain, but I am just trying to get a grasp on the concept and I am sure it will 
click shortly.  If, for argument’s sake, I am government department X and I save $1 million through using the 
Office of Shared Services and my expenses drop to $49 million, do I then have to pay back my user charge?  If 
my user charge is half a million dollars, do my costs of operation become $49.5 million? 

Mr A.J. CARPENTER:  Mr Mance will answer that. 

Mr R. V. Mance:  Maybe a good way to look at it is, for example, with an agency with four staff members 
processing something in accounts payable or accounts receivable.  Because of all the agencies aggregating onto a 
new system, the centre might require only one person for that task, so the cost of the three additional staff would 
be the inefficiency.  It is that inefficiency that contributes to the savings.  The adjustment to the agency’s budget 
is in two components.  One component is the saving and the other is receiving the service, which should be no 
greater than what it costs now.  It is, in fact, much less for the majority of cases. 

Mr T. BUSWELL:  I might have to get a briefing on that. 

Mr J.N. HYDE:  I refer to the fifth bullet point on page 142 under the section entitled “Major Achievements For 
2005-06”.  Will the Premier explain “The whole-of-government Oracle Business Solution for finance, human 
resources and payroll services” referred to there?  Perhaps reference to 500 employees is confusing members. 

Dr J.M. EDWARDS:  Or spinning. 

Mr J.N. HYDE:  Or spinning.  That may be where the 500 spinning jennys are. 

Mr A.J. CARPENTER:  I am getting there. 

Mr C.J. BARNETT:  You should watch the news; the government has 500 spin doctors. 

Mr T. BUSWELL:  We have one of those in the 500 Club. 

Ms J.A. RADISICH:  Who are they all?  Who would know who they are? 

Mr J.N. HYDE:  They have located them. 

The CHAIRMAN:  Members, there are still a number of divisions to go. 

Mr J.N. HYDE:  I am seeking guidance from the oracle. 

Ms J.A. RADISICH:  That is a very good question.  Does the member know which movie I have in my head?  
It is The NeverEnding Story! 

Mr P.D. OMODEI:  I have one in my head: Dumb and Dumber! 

Mr T. BUSWELL:  I would have gone for Blazing Saddles! 

The CHAIRMAN:  Members, the Premier is trying to answer the question.  While these comments are going 
on, members get fewer questions answered. 
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Mr A.J. CARPENTER:  The whole-of-government Oracle business solution for finance, human resources and 
payroll service has been designed, built and tested for implementation in mid-2006.  Release 1 of the business 
system is currently being completed in readiness for the Office of Shared Services and the Department of 
Fisheries to roll out in July 2006.  These two agencies will initially receive finance services, with the operation 
of human resources and payroll services scheduled to commence in August or September 2006.  Data collected 
in 2003 demonstrated that the sector was maintaining separate and disparate business systems.  For example, 21 
different business finance systems - 

Mr J.N. HYDE:  In 2003? 

Mr A.J. CARPENTER:  There was an analysis of the system in 2003 that indicated that there were 21 different 
finance systems and 12 different payroll systems in 49 of the largest agencies.  There were many more across the 
121 agencies of the state.  One agency, the health system, had three different finance systems and 22 independent 
and customised operations of one HR product.  So, effectively, we had an aggregation of lots of disparate 
systems, which we are bringing together in what we would call, not customising - 

Mr T. BUSWELL:  You had better tell the member for Perth that it is computer software. 

Mr A.J. CARPENTER:  Yes, we are bringing in a unitary system.  Mr Mance may be able to explain it in more 
detail. 

Mr J.N. HYDE:  I just say to the member for Vasse that, being the only member who has ever advocated for 
open-source software, I believe we are finally being open to open-source software.  Has that been included in our 
new Oracle approach? 

Mr A.J. CARPENTER:  I ask Mr Mance to answer that. 

Mr R. V. Mance:  Oracle is heading that way in terms of the state government.  The Office of e-Government is 
developing a policy and a protocol for the use of open-source across government.  A number of agencies are now 
piloting that but, yes, it lends itself to the way these products are going. 

Mr A.J. CARPENTER:  I have just come across some more information for the member for Perth.  He will 
recall that I mentioned the example of the health system that has three different finance systems and 22 
independent and customised operations of one HR product. 

Mr J.N. HYDE:  Yes. 

Mr A.J. CARPENTER:  The health system has already reduced the number of individual types of HR forms 
used across the state from around 2 000 to approximately 100.  The reform provides one new business solution 
for use across the sector for more than 100 agencies.  That system has now been designed and built, and is 
undergoing final testing at present.  The sector will finally have an effective whole-of-government reporting 
capability with this solution in place and much lower information technology costs.  One licence agreement has 
been achieved across the sector for corporate services; previously more than 60 different arrangements had been 
in place.  The contract with Oracle provides for annual maintenance support costs of 18 per cent per year for the 
first five years, and after that Oracle can increase the cost annually only by the consumer price index rate.  No 
other government agency pays less than 22 per cent a year at present.  In many cases the percentage being paid is 
much higher, as over the years agency contracts have been in place.  The percentage has gone up each year by 
the CPI rate to a number in excess of 30 per cent.  So we are already seeing some improvement with those 
reforms. 

Mr J.N. HYDE:  Further to that - 

The CHAIRMAN:  A further question from the member for Perth. 

Mr J.N. HYDE:  Is there a global position on the savings?  That is huge, coming from 2 000 down to 100. 

Mr A.J. CARPENTER:  The overall saving is $55 million per annum. 

Mr J.N. HYDE:  It is worth repeating. 

Mr A.J. CARPENTER:  It is. 

Mr T. BUSWELL:  Yes, $55 million. 

Mr A.J. CARPENTER:  In answer to the member for Vasse, the current annual spend is $317 million; the 
number of current full-time equivalent staff is 5 400; the savings by 2008-09 will be $55 million; it costs 
$26 million to run the three centres; and $136 million will remain in the agencies.  So there are significant 
savings to be made. 

Mr J.N. HYDE:  That is huge. 
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Mr A.J. CARPENTER:  It is a big undertaking. 

Mr T. BUSWELL:  I was simply trying to understand the process.  I want to ask a follow-up question to this 
Oracle business system, which I note had a budget last year and this year of $55.6 million.  I am assuming that is 
for software development. 

The CHAIRMAN:  Can the member for Vasse point to a page? 

[5.20 pm] 

Mr T. BUSWELL:  Certainly; I have my finger right on it.  It is page 144 under “Capital Works Program”.  Can 
the Premier give an indication of the size of the total budget for the computer software system?  Is this budget 
the original budget?  Is there any capacity in the contract for the development costs of the system to slip out?  I 
am not talking about the ongoing maintenance of the system.  I am reminded of the computer system in the 
licensing system and how the costs of that somehow escalated over the years. 

Mr A.J. CARPENTER:  There is a 10-year contract that is valued at $66.8 million to supply, implement and 
support the whole-of-government business solution.  It was awarded to Oracle Corporation (Australia) Pty Ltd 
and ASG (Asia Pacific) Pty Ltd.  The contract comprises two components.  One is the costs associated with the 
design and build of the Oracle business system.  This cost, including the licensing cost of $14.96 million, is 
currently estimated to be $36.5 million.  Other ongoing costs over 10 years, such as maintenance costs, are 
approximately $2.7 million per annum.  The costs will be split between the three shared service centres.  The 
one-off costs associated with the design and build of the business system are being met from the project funding 
allocated to the reform while the ongoing costs will be recovered from agencies as part of the charging 
arrangements. 

Mr T. BUSWELL:  I thank the Premier for that wonderful answer. 

Mr A.J. CARPENTER:  I thank the member; that is much appreciated. 

Mr T. BUSWELL:  Are the maintenance and establishment costs part of a fixed-price contract? 

Mr A.J. CARPENTER:  We dealt with the percentages through which it ranged earlier. 

Mr R. V. Mance:  Of the $66.8 million, $50.43 million is fixed price and $16.4 million is for time and materials.  
The time and materials relate to areas that are difficult to specify in regard to information technology structures 
and agencies and their architectures.  One can imagine that there are 100-odd agencies that are to be linked to the 
common system.  The build will interface and integrate with their key core business systems.  There is an 
estimate of $16.4 million as a provisional sum for time and materials.  An amount of $50.43 million of the 
$66.8 million is fixed price. 

Mr P.D. OMODEI:  I refer to the “Major Achievements For 2005-06” at page 142.  One dot point refers to the 
refurbishment of the Cannington premises of the Office of Shared Services for $6.2 million.  Are those premises 
currently occupied?  If they are, by how many people? 
Mr R. V. Mance:  Yes, they are.  It was previously the Australian Taxation Office.  It already had existing 
tenants.  Part of it is a district office of the Department of Education and Training.  There is also a district office 
of the Department for Community Development.  We lease three floors as a group for government.  We will 
occupy one and two-thirds floors.  The Department of Consumer and Employment Protection will occupy one 
and one-third floors.  As such, it will be fully occupied. 
Mr T. BUSWELL:  I have a question concerning net appropriations shown at page 139.  The budget figure will 
jump next year by approximately $26 million from $14.192 million to $40.316 million.  Can the Premier explain 
the nature of that?  Where are most of the costs incurred?  Why does it then decline by approximately 
$20 million in the following year? 
Mr A.J. CARPENTER:  The initial part is capital, which then drops off as recurrent costs increase.  The 
recurrent budget for 2006-07 is $40.316 million compared with the estimated actual for 2005-06 of 
$14.192 million.  It is a $26 million increase.  The increase is due to the Office of Shared Services becoming 
operational and commencing the delivery of corporate services to client agencies from mid-2006.  This has 
resulted in 2006-07 estimated payments increasing substantially in a number of areas and because of a number of 
new expense items.  Employee expenses increase from $3 million to $12.9 million, which reflects an increase in 
permanent Office of Shared Services operational staff.  Supplies and services increase from $5 million to 
$13.2 million, which reflect full-year costs, mainly for outsource services to operate the business system.  
Accommodation costs increase from $3.6 million to $3.622 million, which I assume is due to a slight adjustment 
in rents.  The capital user charge is $4.4 million and applies only from 2006-07.  Depreciation is $5.3 million, 
which reflects full-year depreciation of the business system asset.  There are other expenses of $1.6 million for 
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consumables and telephones etc.  The funding source for 2006-07 is a recurrent appropriation of 
$40.316 million.  Project funding for 2006-07 is $90.9 million.  Accommodation and executive position funding 
is $5.2 million.  Efficiency funding is $5.2 million.  Depreciation is $5.3 million.  Recurrent funding for the 
Office of Shared Services comprises project funding included in the original project funding of $117 million, and 
funding for accommodation services and new executive positions in the office, which are offset against reform 
savings and therefore do not represent new or additional funding.  Efficiency funding is $5.29 million for 2006-
07 only.  That is also an offset against reform savings.  This amount represents 50 per cent of the savings for the 
first year of operation of the Office of Shared Services and it will be used for the initial set-up costs.  The 
treatment was as documented in the deliverable business case.  Funding exists for the capital user charge and 
depreciation as well.  There is a raft of other information.  There is a comparison between the 2005-06 estimated 
actual - do we need that?  Perhaps Mr Mance, in the interests of brevity and clarity, will complete the task. 

Mr T. BUSWELL:  As part of that, I refer to the “Income Statement” at page 145.  I will ask my question to 
Mr Mance through the Premier through fear of making eye contact again! 

One element of interest to me is the relative increase in the employee expenses component from $12.995 million 
to $26.861 million in one year in which the number of employees increases from 304 to 440.  In other words, 
there is an estimated increase of 136 employees, which is not in keeping in relative proportion with the increase 
in the size of the salary costs.  I also have one further question.  Concerning the 440 employees, what happens to 
the employees in the department who are effectively displaced?  What mechanisms are available to audit the 
extent to which the $55 million in savings is realised? 

Mr R. V. Mance:  The recurrent funding relates to the ramp-up of full-time equivalent positions.  The member 
is correct.  Over the two years, because we are rolling in gradually some 100 agencies, the numbers build and 
build so they aggregate.  They do not come in large chunks.  That makes it ramp-up and aggregate.  As such, 
there will be 440-odd employees at 30 June 2008.  The numbers affected by the reform lead to a major part of 
the savings.  It was estimated in 2003 that it would affect 740 FTEs.  That and the information technology 
savings are the two major components of the savings.  Agencies have now had three years, and by the time the 
last ones roll in, five years, to manage their work force.  For instance, a lot of agencies have brought in casual or 
short-term employment numbers so that displaced employees’ positions are not replaced with permanent jobs.  
We have been working with the CSA-CPSU.  We have been meeting fortnightly for the past three years.  We are 
putting a lot of money into training.  The attrition rate for corporate services staff tends to run at six or seven per 
cent.  In fact, it has increased recently due to labour market issues.  We are having trouble attracting personnel-
payroll clerks.  One of the benefits of having these people in one spot - or three spots in three centres - is that it is 
a bit easier to manage.  There should not be any large pockets of displaced people.  There will be a number 
around the sector.  However, over a three to five year period, which has been the lead-up so far, none of the 
agencies has lost major pockets of people.  A lot of them will actually move into the centre itself -  

[5.30 pm] 

Mr T. BUSWELL:  Is that out of the agencies? 

Mr R. V. Mance:  Yes.  All the positions for those staff were first advertised at the existing levels, so the 
existing staff had priority of placement.  We have created pools for all those positions.  In the meantime, some 
people have been promoted, and others have left and gone to the resources sector, or whatever.  We are putting a 
lot of time and effort into that.  I think it will be managed pretty well. 

Mr T. BUSWELL:  What about the post-project audit procedure to understand whether the cost savings are 
realised, or, indeed, exceeded?   

Mr A.J. CARPENTER:  I think I am right in saying this.  If I am not, I would be delighted.  I know - as a 
minister who was subject to some of this analysis - that the money is taken out of those budgets.  The savings are 
calculated and extracted out of the forward estimates for those budgets, and the money is reinvested into our 
priority areas. 

The CHAIRMAN:  I remind members that we still have three divisions to go after this one.  

The appropriation was recommended. 
 


