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LOAN BILL 2009 
Committee 

The Chairman of Committees (Hon Matt Benson-Lidholm) in the chair; Hon Norman Moore (Leader of the 
House) in charge of the bill. 

Clause 1: Short title �  

Hon KEN TRAVERS: I have some general questions that could either be dealt with under clause 1 or clause 4, 
the clause that formally authorises the loan. Maybe I will deal with them under clause 1 for the ease of it. They 
are general questions but they also relate to how we arrive at the figure in clause 4. 

The CHAIRMAN: That should be fine.  

Hon KEN TRAVERS: The Treasury officers who were kind enough to brief me provided me with a copy of the 
2009-10 budget projections. This document shows how the figure of $8.3 million was arrived at in terms of 
borrowing needs. Rather than me trying to table my copy of it, could the minister table a copy because I want to 
ask some questions about it? It would be useful if that document was available to all members.  

Hon NORMAN MOORE: I am quite comfortable with tabling that. I understand that this information was 
provided to members during the briefings. I seek leave to table the document.  

Leave granted. [See paper 915.] 

Hon KEN TRAVERS: I refer to the minister�s comments during the second reading debate in response to my 
question about how it was possible for the government to have an operating balance for the general government 
sector in surplus while being negative on a cash basis. He indicated that the operating balance for the general 
government sector was calculated taking into account the fact that operating revenue was offset by operating 
expenses for the general government sector, which was obviously positive. The minister referred to operating 
revenues versus operating expenses. Is that the same as the operating receipts and operating payments referred to 
in the document that has just been tabled, or is there a slight variation? If so, what is the variation? 

Hon NORMAN MOORE: They are the same matters for the consolidated account. 

Hon KEN TRAVERS: I asked that question because these figures show an operational deficit of $61 million for 
2009-10. Operating receipts are $15 008 000 versus $15 069 000. I am trying to understand how we could be in 
that situation if the budget indicates that we should be in surplus next year. 

Hon NORMAN MOORE: That is the situation for the consolidated account, but in the general government 
sector, which is beyond that, we are in surplus. 

Hon KEN TRAVERS: Could the minister provide a brief analysis of the other things outside the consolidated 
account that are included in the general government sector? 

Hon NORMAN MOORE: There are a couple of examples that have popped into my mind, with some 
assistance! They are things such as cost-recovery issues in the Department of Fisheries, for example. 
Approximately $20 million a year or thereabouts comes in from cost recovery. Funds also come to the Fire and 
Emergency Services Authority through the emergency services levy. It is part of general government revenues 
but not within the consolidated account. 

Hon KEN TRAVERS: Would both revenue and expenditure for those areas fall outside these figures? 

Hon Norman Moore: Yes.  

Hon KEN TRAVERS: If that is the case and they are levies that are based on fees�which should be fees for 
services unless they are effectively operating as a tax�how would a surplus be obtained from them to be added 
in to give a surplus? 

Hon NORMAN MOORE: These questions are going to be quite complicated, by the sound of things, and I 
indicate to the member asking the questions that I am not the Treasurer. 

Hon Ken Travers: I know. 

Hon NORMAN MOORE: The member acknowledges that I am not expected to have a very detailed 
knowledge of every aspect of the budget. I am here to handle the budget on behalf of the government in the 
broadest terms in which that can be done. If the member has a series of questions that relate to the technicalities 
of the budget, asking me will not provide him with a quick answer because I have to be briefed before I can give 
an answer. If the aim of the exercise is to cause me discomfort because I cannot answer immediately, that is fine. 
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Hon Ken Travers: No, it�s not.  

Hon NORMAN MOORE: If, however, he wants the information, maybe I can arrange for the member to have a 
very thorough, in-depth briefing from Treasury officials on all of the issues that he is concerned about. I have a 
very strong view that the government should make available as much information as possible to the opposition, 
so that it can make the best judgements about the government�s performance. We could go through this for a 
while if the member wants to, but it will take me a fair while to get across the sorts of questions the member is 
asking now, because it is not part of my expertise. 

Hon KEN TRAVERS: I assure the Leader of the House that it is not about trying to make him uncomfortable; 
that is not my intention. I think it is important that these questions be answered in the house, although I 
understand the complexities. 

Hon Norman Moore: I understand that. 

Hon KEN TRAVERS: It is important that it be done in that way so that other members in this place and anyone 
who wants to read this debate in the future will be able to fully understand the circumstances of the finances of 
this state. I will be quite up-front about it: I am asking these questions because I think the consolidated account is 
operating in deficit. I think it is fair to say that we have already established that to be the case. I accept that 
people say that we have always used the net operating balance, and I understand that, but I also think it is worth 
looking into that. As we go through this, there are some other areas that I want to tease out, because this 
document has items listed as investing payments that are actually going to recurrent expenditure. If we go back 
to the principles of financial management that state that we should not incur expenses for future generations, my 
position is that it is important that we not be borrowing for recurrent purposes. I have absolutely no problem with 
borrowing for investment purposes and for capital works purposes, but I have serious concerns about borrowing 
for recurrent purposes. Before we pass the Loan Bill 2009, we should be aware of the magnitude of what we are 
borrowing for recurrent purposes and the operation of the consolidated account.  

The other point is that there are a lot of situations, as we have seen throughout the past couple of days, whereby 
levies have been added on to and increased to try to present a budget in surplus, when in fact we have now 
discovered that the consolidated account is actually operating in deficit. 

Hon NORMAN MOORE: I direct the member to page 191 of the Economic and Fiscal Outlook, budget paper 
No 3, which outlines how the net operating balance is achieved. It outlines the revenues, expenditures and all the 
rest of the issues that add up to that. I also direct him to page 193, about a third of the way down, and the line 
�Net Cash Flows From Operating Activities�, where he will see the figures that are contained in the budget, 
which do not show it to be in deficit; it is in positive figures. That page shows a range of figures across this year 
and the out years that show it in surplus. We are not borrowing for recurrent expenditure for general government 
operating purposes. 

Hon KEN TRAVERS: Although I thought what the Leader of the House was saying is from the consolidated 
account, the areas that go beyond the consolidated account are those areas that get cost recovery and all the 
examples the Leader of the House gave earlier were levies. I assume when we go into the operating activities 
figures, they include the revenue that has been received from levies and the expenditure as a result of that, so 
what we are actually seeing is a surplus being produced from those levies that are outside of the consolidated 
account. 

Hon NORMAN MOORE: As I indicated to the member, it is taking me a while to get my mind across this, so I 
have to ask the member to repeat the question because he is asking complicated questions at the same time as I 
am trying to answer his previous question. 

Hon KEN TRAVERS: Does the line item �Operating Activities� in the �General Government Cash Flow 
Statement� on page 193 of the Economic and Fiscal Outlook include money that is received through levies? 

Hon NORMAN MOORE: Yes. 

Hon KEN TRAVERS: Therefore, the Leader of the House is saying that the cash flows from operating 
activities give us 1.3�is that billion or million dollars? 

Hon Norman Moore: Billion. 

Hon KEN TRAVERS: Billion�no, it is $1.3 million. 

Hon Norman Moore: It is $1.3 billion. 

Hon Philip Gardiner: It is $1.3 billion. 

Hon NORMAN MOORE: It is $1.3 billion. 
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Hon KEN TRAVERS: Yes; therefore, we are getting a net surplus on the cash flow of $1.3 billion, but, after all 
the investing activities and everything else, we end up with a deficit of $2.3 billion. 

Hon NORMAN MOORE: Yes, that is right. 

Hon KEN TRAVERS: I still want to be clear about this: do those figures include the levies and other fees and 
charges that are brought into agencies? Is it that the actual appropriation side of things from an agency is coming 
out of the consolidated account so we are actually operating in a deficit and then, by adding in the fees and 
charges, we end up with a surplus on the operating side of things�does that not suggest that across the entire 
government sector we are actually making a profit out of fees and charges? Are fees and charges not intended for 
only the purposes of cost recovery? If they are beyond that, they become a tax. 

Hon NORMAN MOORE: I am advised that the extra money is in fact not just from levies, but it is indeed from 
all other revenue that agencies might receive from sources including fees, charges, levies, cost recovery, 
commonwealth grants�a whole range of sources. 

Hon Max Trenorden: Commonwealth grants would be a significant part of it. 

Hon NORMAN MOORE: The member might be able to draw that conclusion if he wants to, but technically 
what I am saying is correct. 

Hon KEN TRAVERS: I accept that we can be in this place all night arguing the point, so I � 

Hon Norman Moore: I do not want to argue with the member because he is not arguing with an expert! If he 
were, it would be more entertaining, I am sure. 

Hon KEN TRAVERS: Maybe one of the issues here is that this is one of the things that the Standing 
Committee on Estimates and Financial Operations can have a bit more detailed analysis of at some point in the 
future.  

Hon Norman Moore: That is the purpose of the committee, as I understand it. 

Hon KEN TRAVERS: I will move on at this stage because I do not want to take up much more time. I want to 
go through the investing activities. I understand this is about where we are making contributions either to equity 
or to capital works, and then contributions on top of that. In fact, I want to confirm that that is a correct analysis. 
I understand that there is an equity contribution to Verve Energy. Do we know how much that is? Are there any 
other equity contributions? I do not want the detail�I just want to know whether there are any; and, if so, what 
they are. 

Hon NORMAN MOORE: The investing payments relate, as the member has said, to equity contributions and 
capital contributions. They are to general government sector agencies across the board with the exception of one 
particular amount, which is $313 million to Verve, of which $260 million is for a high-energy gas turbine. In 
view of Verve�s financial circumstances, it was felt appropriate that the government should provide an injection 
of funds to achieve this outcome. 

Hon KEN TRAVERS: Is there an expectation that we will be making equity contributions to any other agencies 
across the out years, or are they purely capital contributions in the years after 2009-10? 

Hon NORMAN MOORE: I have a chart here that shows all the equity contributions to the various agencies in 
all the out years. Rather than reading it all out now, because it is quite complicated, I am happy to provide a copy 
of it to the member tomorrow. I cannot provide it now, because it is the only one I have. 

Hon KEN TRAVERS: I thank the Leader of the House for that. I appreciate that the Treasurer�s office has 
provided me with a copy of the document that provides the break-up of the financing payments. That indicates to 
me that that is actually where the royalties for regions program is being funded. Basically, the amount in that 
section relates to the figures that are elsewhere in the budget as a contribution to royalties for regions each year. 
Again, I just want to clarify the way in which this operates. The vast majority of the payments to royalties for 
regions are for recurrent expenditure and a lesser amount is for capital works. In the midyear review we got a 
break-up of recurrent and capital works expenditure, but in the documentation for this budget I have not been 
able to find that break-up between recurrent and capital. Because we are now doing it by way of a financing 
payment, does that mean we will no longer be separating it into capital and recurrent? 

Hon NORMAN MOORE: Chapter 8 of budget paper No 3 provides that break-up. Going back to the financing 
payments, the member asked for details about that. I can provide that by tabling this document which indicates 
where the payments are going. The member is quite right; royalties for regions is part of that. The Fiona Stanley 
Hospital appropriation is a significant amount of it. This information can be found on page 186 of budget paper 
No 3.  

[See paper 916.]  
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Hon KEN TRAVERS: Following the comment made by the Leader of the House, I want to get confirmation 
whether the $221 million for the Fiona Stanley Hospital account is a new injection or, effectively, the interest on 
the existing amount being repaid into that account? 

Hon NORMAN MOORE: I am told it is an injection made in July 2008, which was before the election. 

Hon KEN TRAVERS: Will the interest from the Fiona Stanley account go back into the books separately and 
be applied into this account each year?  

Hon NORMAN MOORE: Yes.  

Hon KEN TRAVERS: Why is there no breakdown of the money from interest going into the Fiona Stanley 
account in the out years?  

Hon NORMAN MOORE: These are financing payments and that will be an operating payment.  

Hon KEN TRAVERS: I am looking at the figures to which the Leader of the House has referred me to work out 
how much of the total is recurrent and how much is capital, but it is not apparent  

Hon NORMAN MOORE: I am not sure whether Hon Ken Travers has finished the question. I am advised that 
we can provide the member with that detail tomorrow, as it is a bit hard to find at the moment.  

Hon KEN TRAVERS: Yes. Is it correct that if we did not have the stand-alone account for that, the recurrent 
side would have been incorporated into the operating payments and the capital side into the vesting payments?  

Hon Norman Moore: Yes.  

Hon KEN TRAVERS: I am asking questions based on the figures I had at the time, which were based on the 
midyear review breakdown, and I suspect they are not too dissimilar. In each of the out years, that means the 
balance on the consolidated account will now be in deficit and that would mean we are borrowing money for 
recurrent purposes. I make it clear that this is not an attack on the royalties for regions scheme. It is an attack on 
borrowing money for recurrent purposes. My point is that if the government wants to fund royalties for 
regions�which is fine, and it was elected to do that�it should not slash other recurrent expenditure so that it 
can operate government. I still believe that basically the government is operating a deficit other than by using 
fees and charges and borrowings; and by putting the royalties for regions scheme into this separate financing 
payment the government is hiding how much is recurrent expenditure.  

Hon MAX TRENORDEN: Hon Ken Travers is right, but that has been the case for many years. It is not as if it 
is new today. The Leader of the House gave an indication that in this place we deal with this debate in a different 
way. The budget in the other place is about the life of government; here it is about reviewing the process. I 
understand what Hon Ken Travers is trying to do, but I agree with the Leader of the House that we should look 
around for a different mechanism.  

Hon NORMAN MOORE: In a sense, the member is right, but we could pick any expenditure that will 
contribute to the reason we are borrowing. Royalties for regions expenditure is part of that.  

Hon KEN TRAVERS: I am not trying to suggest that the borrowings are for royalties for regions; that is one of 
the recurrent expenditures we are borrowing for. 

Hon Max Trenorden: Royalties for regions is not recurrent.  

Hon KEN TRAVERS: Royalties for regions is singled out here because it has been taken out of the operating 
payments and put in as a financing payment, when it is really no different from the other $15 billion worth of 
operating payments. The minister is right; it could have been any one of the other $15 billion worth of operating 
payments. But the point I am making is that, from the balance, it looks as though we will be operating a deficit 
this year in the current account of only $61 million. In the out years it goes back into a positive. But, if we factor 
in the recurrent expenditure listed under financing payments, we see that we are in deficit in each of those out 
years. With due respect to Hon Max Trenorden�the Treasury officer might be able to give the minister some 
advice�I am not sure whether that has been the case in previous years or whether the last time it happened was 
about eight years ago. The figures in the operating payments and receipts on the chart provided show that in the 
past two years, 2007-08 and 2008-09, we were in surplus by a reasonably healthy amount; in fact, in one year it 
was about $2.4 billion. That is the issue because, in past years, that is how we have funded our capital works 
budget. Now, in the forward years, we will have to fund our capital works budget by borrowing. As I say, I do 
not have a problem with that, but we are actually funding our capital works budget by borrowing and funding 
our consolidated account by borrowing. This shows that we have to borrow to fund what is effectively our 
consolidated account. By separating out the royalties for regions expenditure and putting it into a separate 
account, the magnitude of that amount of borrowing is disguised to some degree because it becomes a financing 
payment when, in effect, the actual operation of it is no different from the operating payments of any other 
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program. We are therefore actually borrowing to fund our ongoing operations of government. Before we pass the 
Loan Bill, that is something we should all be well aware of and acknowledge.  

Hon PHILIP GARDINER: I refer to appendix 1, the �Operating Statement� on page 191 of budget paper No 3, 
Economic and Fiscal Outlook, which is an accrual-based statement. Under the heading �Net Operating Balance� 
the 2009-10 budget estimate shows a positive of $409 million relating to recurrent revenue and expenditure, as I 
understand it. The line underneath that is �Purchase of non-financial assets�, which relates to the investment into 
the items for which the government is committed and which are outlined elsewhere in the budget papers. There 
is an amount going out there and there are other outgoing amounts. If we combine that expenditure on 
investment and have the surplus on the recurrent expenditure and revenue, which is a positive, there is a net 
borrowing of $2.4 billion for 2009-10. The 2010-11 estimates are similar, except that the surplus on recurrent 
revenue and expenditure is only $23 million. But there is still a big outlay on investments and assets in the state, 
which leads to a net borrowing of $1.6 billion. Hon Ken Travers is right, when we get to the out years of 2011-
12 and 2012-13, there are net deficits on recurrent spending, as I understand the table.  

Hon KEN TRAVERS: I want to try to wind this up. I need to ask the question: where under the �General 
Government Operating Statement� on page 191 would we find the amount of $804 million in 2009-10 for the 
financing payments listed on the sheet that was tabled earlier?  

Hon NORMAN MOORE: This is getting extraordinarily complicated. There are bits and pieces all over the 
place in the budget papers. I am having significant difficulty in being able to track them all down, as the member 
might understand if he were sitting here. I do not have an answer right now on where we would go exactly for all 
the information he wants. Some parts are in the operating budget in respect to recurrent expenditure; capital 
expenditure is elsewhere. Page 191 indicates where the recurrent issues are for royalties for regions. This is the 
sort of detailed questioning that the Standing Committee on Estimates and Financial Operations might pursue, 
particularly as the member clearly wants to understand how the budget papers all work. I regret, with my very 
limited capacity, that I am unable to answer all the questions without sitting down and having a very long and 
detailed briefing from my Treasury officer who, quite frankly, would be better able to give the member a 
briefing through the committee.  

Hon KEN TRAVERS: I note the comments of the Leader of the House. I think we can leave it there. I will take 
it up and we can have the exchange through the Standing Committee on Estimates and Financial Operations. 
Hon Philip Gardiner will be there with us at the time. I am sure we will have an interesting situation. For the 
purpose of tonight, I acknowledge that it is a complex situation. It is important that we try to understand it. I 
hope Hon Max Trenorden comes along to the committee�s hearing, and if Treasury can do some back work on 
when we last faced the situation �  

Hon Max Trenorden: I hope the member supports my argument that we need to get budget papers that are 
readable for us.  

Hon KEN TRAVERS: Hon Max Trenorden, I both have supported that view in the past and will support it in 
the future. In fact, the Leader of the House was correct in his comments that the Standing Committee on 
Estimates and Financial Operations was involved in working on new budget papers. I do not know whether we 
got everything we wanted out of that budget review paper. They were views expressed when I was on the 
government side of the house as well as on the opposition side. I do not disagree. I think that is something we 
can move to.  

For the purposes of tonight, we can wind up the debate. I look forward to having that debate with everybody else 
at the estimates committee. There is still a very strong question mark about whether we are borrowing for 
recurrent purposes. We can have that debate on another day.   

Hon NORMAN MOORE: I thank the member for his forbearance on this matter. Borrowing is not an issue that 
has arisen in recent budgets, because the revenue was in excess of expenditure in those growing revenue periods. 
I am just sad that I was not in government at that time, because the budget would have been a lot easier to 
manage than it is in the circumstances in which we find ourselves now. We have put the argument during the 
second reading debate as to why we need to borrow this money. I think the member�s suggestion that we pursue 
this matter in the estimates committee is the sensible way to go.  

I turn now to the content of the budget papers. When I first came into this place, I could read the budget papers 
quite comfortably. In 1977 the budget documents comprised a couple of A4 sheets of paper, and anyone with 
half a brain could understand what they meant. There were no such things as forward estimates. It was all on a 
cash basis, and everyone knew exactly what was going on. However, the budget papers have become more and 
more complicated over time. I do not know whether the budget papers are designed to make it such that most 
members of Parliament do not understand what is in them � 
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Hon Sue Ellery: That is exactly what it is!  

Hon NORMAN MOORE: � or whether that is what they need to be in the context of modern day 
accountability. I am not sure which is the case. I prefer to think it is the latter rather than the former.  

Hon KEN TRAVERS: One of the things that we do need to recognise is that when people talk about the surplus 
during the time of the former government, it was not actually a surplus. That money was spent.  

Hon Norman Moore: But the revenues were pretty good!  

Hon KEN TRAVERS: Yes. The net operating account was in surplus, but that money went into the investing 
payments and into the capital works and the capital contribution. The difference between the former government 
and this government�this is not an attack on the government in any way�is that this government is borrowing 
to do capital works, and the former government was able to pay off debt and also do capital works without 
borrowing. That leaves the government in the position in which it can borrow $8.3 billion at this time, as it needs 
to do to stimulate the economy.  
Clause put and passed.  
Clauses 2 to 5 put and passed.  
Title put and passed.  

Report 
Bill reported, without amendment, and the report adopted. 

Third Reading 
Bill read a third time, on motion by Hon Norman Moore (Leader of the House), and passed. 
 


