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THE PRESIDENT (Hon Clive Griffiuhs) took the Chair at 2.30 pm, and read prayers.

QUESTIONS WITHOUT NOTICE
Direction: Statement by President

THE PRESIDENT: I wish to clarify the ruling I gave yesterday on a point of order raised
by Hon Neil Oliver relating to questions without notice.
Standing Orders pennit questions to be addressed to Ministers and members in relation to
business of the House of which the Ministers or members have charge. Where the question
to be asked is one of which no notice has been given, I have ruled on several occasions since
I have been the President that a question, where Ministers are concerned, must be one that
falls within their respective portfolios. Put another way, such a question cannot be asked of a
Minister in relation to a portfolio actually held by another Minister in the Assembly. The
only qualification to that is where the member asking the question of a Legislative Council
Minister in a representative capacity infonnally notifies the Minister in advance.

Yesterday, Hon Neil Oliver asked the Leader of the House a question without notice about a
Government committee report which has some beaing on a Bill on the Council's Notice
Paper. On objection being taken by the Leader of the House that he had nothing to do with
the report, I upheld the objection and ruled that the question had to be put on notice.

[ want to explain carefully the basis of that ruling. The Leader of the House is responsible for
the passage of the Bill in this House, and it would be quite proper for a member to ask him a
question either dealing with the content of the Bill or the timetable that he intended to adopt
in putting the Bill through its various stages. it is quite a different matter to ask him, in a
representative capacity, about the content or publication of a report that may have caused, in
some way, the preparation of the legislation. The institutions covered by the Bill fall within
the ministerial responsibility of a Minister in the Assembly and the content or availability of a
report is, properly, a question that ought to be addressed aon notice to that Minister through
the Leader of the House. If such a question is to be without notice, the ruling stands that
informal notice must be given so as to enable the Minister in this House to obtain the
information from the Minister actually responsible.

I make that statement in view of several approaches that I received subsequent to my giving
that off-the-cuff ruling yesterday. I place it on record so that everybody can digest it.

ACTS AMENDMENT (LEGAL PRACTITIONERS, COSTS AND TAXATION) BILL

Third Reading
Bill read a third time, on motion by Hon J.M. Berinson (Attorney General), and transmitted
to the Assembly.

BLOOD DONATION (LIMITATION OF LIABILITY) AMENDMENT BILL

Second Reading
Debate resumed from 14 October.

HON JOHN WILLIAMS (Metropolitan) (2.41 pm]: This very small Bill is necessary
because of an omission in the drafting of the original Bill which was presented to the
Parliament recently. The intention of the original Bill was to protect, as it were, the Red
Cross Society and similar organisations which coiledt blood from any risk of being sued by
persons who contract AIDS in the process of a blood donation or a blood transfusion.

AIDS is a topical subject and, if one wanted to, he could wax eloquent for a number of hours
on it. However, that is not the point of this Bill, which deals with workers who are engaged
in duties associated with blood or blood products and who use needles and things of that
nature in their work. The Act was found to be defective because provision for workers'



compensation was omitted from it. This B ill corrects that anomaly and allows workers
placed in jeopardy in that way to be eligible, under normal circumstances, to seek workers'
compensation.

I support the Bill arid commend it to my colleagues..

HON KAY HALLAHAN (South East Metropolitan -- Minister for Community Services)
[2.44 pm]: I welcome die fact that we have a consensus in this House on this small but very
important, amendment. We have said all that is to be said about the need to rectf the fact
that in the original Bil workers were excluded from the right to receive workers'
compensation in relation to AIDS-related matters. I commend the Bill to the House.

Question put and passed.

Bill read a second time.

In Committee, etc
Bill passed through Committee without debate, reported without amendment, and the report
adapted.

Third Reading

Bill read a third time, on motion by Hon Kay Hallahan (Minister for Community Services),
and passed.

CONSTITUTION AMENDMENT BILL

Second Reading

Debate resumed from 14 October.

HON JOHN WILLIAMS (Metropolitan) [2.46 pm]: This is probably one of the most
unusual Bills that has ever come before this House. It deals not with anything outside this
House, but in fact it is about the control of this House. In other words, it is an amendment to
the Standing Orders -- if it is not an amendment to the Standing Orders, it is a different
method of dealing with Standing Orders.

Members are aware that when Standing Orders are amended it is necessary for his Excellency
the Governor to approve those amendments. Consequently, the material goes to the
Governor-in-Executive-Council. The Clerk whispers to the Minister in charge of the piece of
paper about what should be said and, if it is so recommended, in next to no time the
Governor's signature appears on that piece of paper.
It is interesting to note that initially I would have vigorously opposed this Bill because I felt
that there was something sinister about it and about all the things that could and could not
occur and those things that may or may not occur. However, I was assured that there was
nothing sinister about the Bill because the Clerk of the Legislative Council is well versed in
these matters and he has expressed the view that the Governor's involvement is anachronistic.
The Governor's view made me feel more comfortable about the legislation.
Obviously, there are other inbuilt safeguards to protect the Standing Orders, so [ will not
make a meal of a Bill of this nature, even though it is quite historical. I have searched the
records and 1 cannot find a similar Bill that has been before this House since its inception.

I give my support to the Bill and I hope I have persuaded some of my colleagues that it is a
Bill that should be passed, perhaps for the better working of the House. I commend the Bill
to my colleagues.

HON D.J. WORDSWORTH (South) (2.48 pmJ: This Bill amends section 34 of the
Constitution Act which requires that amendments to the Standing Orders of either House be
assented to by the Governor. Until the Governor's assent is given, no Standing Order is
effective. The Minister's second reading speech stated that the Clerk of the Legislative
Council has expressed the view that the Governor's involvement is anachronistic.

I am somewhat surprised to find that the Clerk's view was stated in the Minister's second
reading speech. Mr President, should a member in this House repeat an opinion that the
Clerk has given to him on any subject. I think you would very quickly call him to order.
Indeed, the Clerk is available to give advice and help to members on either side of the House.
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For a Minister to suddenly use this as a reason that something should be done staggers me. It
staggered me even more when the Minister implied, in his second reading speech, what the
Governor thinks about the laws of the land. The second reading speech states --

The Governor agrees that it would be entirely appropriate for the Constitution Act to
be amended ...

I would like to think that he does not think that. Perhaps he midght have an opinion on capital
punishment and other matters which are discussed around the countryside. I believe that
under the Constitution the Governor is an independent person who must ensure that there is
fair play at all times. He has numerous responsibilities under our parliamentary system. It is
argued that the requirement that the Executive Council should approve our Standing Orders is
from another age. I suppose one may say that about anything done in the Executive Council.
I have been many times the blotter boy in the Executive Council. For those who have not
been there, there are two ministerial positions. The senior one reads the contents of the
Executive Order, the Governor having signed it, and the other blots it and files it.

Nevertheless, I do not believe we have reached the stage yet where we should throw all these
things away. It requires the Government at least to go through the formalities. In many cases
it could affect an individual greatly. At least he knows it has gone through a formal process.

[ remember one occasion when the Shooters Association of Albany wrote to the Governor
and many others complaining about the administration of the gun laws. The Governor asked
to see the Premier of the day to discuss this matter with him, I think the Governor might have
got his ears chewed a little. He might have been told that that was not his duty at all. The
Parliament makes the laws and the Governor signs them. The Governor of the day, an Air
Vice Marshall, did not think that at all. lHe thought he had a responsibility in the role of
Governor. I believe the Governor has a responsibility, and a very important one. I wonder
whether, if we go the same way as Fiji and decide not to have a Governor General but a
President, what the view will then be. Will we still consider this as an anachronism --
someone who is not really necessary except to sign the odd form presented to him in the
Executive Council and pat babies on the head? I do not think so. I think the Governor has an
important role to play as the Chairman of the Executive Council.

It comes down to the question of whether our Standing Orders should be one of those things
which is presented there. At least in one of the Houses the Government has the numbers. It
is perhaps slightly different in this Chamber, certainly at this time, but because the party in
Government has the numbers, and each House is its own master, those Standing Orders can
literally be changed to the degree that Oppositions speak for five minutes and Governments
speak for an hour. Ft is easy to pass that measure through the House; the numbers are there,
certainly in the other place.

Hon Torn Helm: That is sensible.

Hon D.J. WORDSWORTH: The suggestion obviously has support.

Hon A.A. Lewis: The Government backbenchers do not talk now.

Several members interjected.

The PRESIDENT: Order!

Hon D.J. WORDSWORTH: This democratic institution has a very fine balance. I would
like to think that we will always see fair play and we will not change the rules to suit the
Goverrnent which has the numbers. However, last night we saw this happen at 10.30.
Suddenly the Standing Orders were suspended for the night; they were set aside so that we
could debate until 2 o'clock. Indeed that created a little debate =in %the House. Because we
must take our Standing Orders to the Governor, we have a greater chance of feeling a
responsibility that everything should be fair and in order for both sides. The formality of the
Governor having to sign any changes is not a very arduous one. How often do we change the
Standing Orders?

Hon Robert Hetherington: Not often enough.

Hon D.J. WORDSWORTH: Quite right. Hon Bob Hetherington was on the Standing
Commrittee which recommuended changes. I would be interested to see how often this has
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happened. When we do make a change, it is often far only a short period, and then we accept
chose temporary Standing Orders which [ doubt ever go to the Governor anyway. On very
few occasions would he have ever been troubled to sign the Standing Orders of this House.
If he did, it would take him only a moment.

We are nitpicking when such minor issues are debated. We could go round and say, "Look
at the great thing this Government has done; it has amended the Constitution." If that gives
anyone any satisfaction, it certainly does not give me any. The Governor is an important pan
of our parliamentary system, and I for one feel there is no harm in asking him to sign the
authority for the Standing Orders of this House on the few occasions it is necessary.

HON A.A. LEWIS (Lower Central) [2.57 pin]: I am stunned that the ALP, which has for
years told us that it supported minorities, brings this sort of thing into the House. As the only
person who has sat as an Independent in this House, if Standing Orders had been changed at
that time, my only avenue would have been to appeal to the Governor before they were
signed. I am not going to repeat what Mr Wordsworth said, but I wonder what will happen if
a minority party -- take the National Party --

Hon Mark Nevill: Are you thinking of defecting?

Several members interjected.

Hon A.A, LEWIS: We noticed that. Not often. The National Party, by virtue of the
kindness of the Liberal Party, has members on the Standing Orders Committee, If the Liberal
Party said no, I bet the Labor Party would not sacrifice one of its members. We have not
noticed that happen in this House very often. The position is a little different from the days
when we were in government, when we often sacrificed a position to the National Party. This
Governm-ent does not do chat. It is not interested, except when it needs their votes. It is not
interested in minorities. When members of the Government need one's vote, they are like
flies around a honey pot. I have experienced that myself.

Several members interjected.

Hon A.A. LEWIS: Maybe just Pooh Bear. Seriously, though, this is a mistake. With due
deference to all the Clerks. I do not really think the Clerk knows what is the position of an
Independent in this place, nor a minority party. I happen to think they are a little bit above all
that, probably not mentally but because of their job. It is practising politicians who should be
making these decisions, and members of this place should have a final appeal to the Governor
about Standing Orders.

Hon 0DT Wordsworth mentioned what happened last night, and we could hear it again
tonight at 10.30 or 11I o'clock as we debate, say, the size of the ballot paper -- which we will
probably be doing. The Leader of the House will say, "I want to go on working for another
hour or two.' Maybe the Leader of the House does not get up in the mornings as early as I
do, but I am afraid late nights make me a little bad tempered.

Hon John Halden interjected.

Hon A.A. LEWIS: Some of us are, usually travelling. That is something a city member
would not understand.

I join Hon D.J. Wordsworth in opposing this Bill. For the rights of this House it is a
retrograde step and I do not believe we should take it.

HON J.M. BERINSON (North Central Metropol~itan -- Leader of the House) 13.02 pmn]: I
have been in this game long enough not to be surprised at anything: nonetheless I must
confess I amn surprised about both the length of this debate and the direction it has taken.

Hon G.E. Masters: You said exactly the same thing last night about a clause in the Electoral
(Procedures) Amendment Bill.
Hon J.M. BERINSON: In that case [ have been surprised twice in 24 hours, and that is twice
as surprising as I expected to be.

This is a small Bill. No-one has claimed that it is of major constitutional significance but at
the same time it is something worth doing. Quite contrary to the impress ion that might have
been given by some speakers in this debate, this is not a measure which detracts from the
status or powers of members of Parliament. If anything. it adds to them.
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All members will be aware -- including H-on Sandy Lewis. though he shakes his head to
indicate in advance of what I am going to say that he is not aware -- that by well-established
and well-understood convention the Governor acts on the advice of the Executive. In other
words, we are moving in this case away from a position where a decision of the Parliament
itself in relation to its own proceedings theoretically can be overcome by a contrary view by
the Executive to one where the Parliament, and each House of Parliament, is in fact the
master of its own destiny in relation to its proceedings. That is the only difference involved
here.

There is no enormous constitutional impact in that;, nonetheless it is a change which int the
Government's view is worth making and I believe that Hon John Williams was closer to the
mark in respect of the merits of this Bill than other speakers who have contributed.

I commend the Bill to the House.

Question put and passed.

Bill read a second time.

(In Committee, etc
Bill passed through Commnittee without debate, reported without amendment, and the report
adapted.

Third Reading

Bill read a third time, on motion by Hon J.M. Berinson (Leader of the House), and passed.

APPROPRIATION (CONSOLIDATED REVENUE FUND) BILL

Consideration of Tabled Paper

Debate resumed from 14 October.

HON J.NI. BROWN (South East) [3.07 pm]: I am pleased to make some brief comments in
relation to the finances and welfare of the State, and in doing so I will make special reference
to the electorate of South East Province, which covers the core of the activities in the
goldfields stretching down to E-sperance on the coastal plain.

I must admit that both the goldfields and the Esperance-Dundas region are looking very
prosperous at the moment and the initiatives of the Government which have enabled that
prosperity are appreciated by the people living within the region. I ant very appreciative of
the actions of the Treasurer and his Cabinet and the support they have seen fit to give to the
Esperance and goldfields regions. As well. I know the work of the local people, and
especially the local government organisations within those regions, is always to the fore to
ensure they are able to get their rightful revenue returns for the contribution they make to the
welfare of the State.

Having said that, I want to touch on a matter concerning the report of a Select Committee into
a Committee system, of which I was co-chairman. It was mentioned by the Leader of the
Opposition in another debate concerning the recommendations of the committee,. but one
cannot take pieces of the quotations out of the interim report and give a satisfactory overview
in a debate of what the report really meant. I want to make a clear statement about the report
of the Select Committee. The commuittee comprised two members of the Liberal Party; my
colleague, Hon Mark Nevill, and me from the Government party; and former member Mr Vic
Ferry was co-chairman with me.

It was, specifically spelt out in the first instance that the committee's recommendations were
subject to a qualification, which was that the reform of this House was essential for the
commiittee system to function in a proper manner. The report has been well received both
within this Chamber and throughout Australia. Its contents have opened wide horizons for
the improved operations of Government, and particularly the Government in the upper
Houses of Parliament, and we used the Senate's operations as an example of what can be
achieved with a commnittee system. But I want to clear up any misapprehension that members
might have about the operations of a committee system by reading out a paragraph from the
introduction of the interim report. Paragraph 1.4 deals with the role of the Council as a
second Chamber, and [ quote as follows --
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In our interim report we said:

...the preservation of the bicameral system lies in defining with some
precision the functions a second chamber may usefully perform without being
seen as a threat to the government of the day. ... Your committee accepts
the constitutional role of an upper house as being one of revision and
investigation.

That recommendation has two pants, and it is very important that I spell out to members that
the recommendation that the functions a second Chamber may usefully perform without
being seen as a threat to the Government of the day, was a prerequisite to the overall report of
the committee. We said other things, but it is quite unfair to quote selectively from the report
without indicating the full context of the repon. I do not think anyone would have any
objection to accepting that the constitutional role of an upper House is one of revision arid
investigation. I foresee that note will be taken of the report in this place, particularly as we
have already passed major electoral reform legislation. The committee's recommendations
could become a blueprint for the activities of this Chamber in pursuing a worthwhile function
as a House of Review and investigation.

I am pleased the report was mentioned the other day because [ was rather anxious to be able
to highlight its contents and bring them to the attention of members of this Chamber and
perhaps especially to some of the newer members who might not as yet have read the report.
Many hours of work were put into producing this report not only by the committee members
but also by their very competent staff; and the Clerk of the Parliament, Mr Marquet, was a
tower of strength in assisting us with the presentation of the report. Our investigations took
us all over Australia to visit other Houses of Parliament, and we believe we came up with
final recommendations worthy of study by all members of this Chamber.

An important financial matter is the recent announcement by the Western Australian
Government concerning the Grants Commission, which has changed the formula for local
governiment gramts very significantly. While a population needs base is still being used, an
action base of local authorities is also being used; in other words, if a local authority cannot
perform in a manner which satisfies the Grants Commission it will probably be
disadvantaged by way of the amount of grant it receives from the commission. This will
mean a great deal to local authorities when they consider their activities in administering the
third arm of Governiment.

It should be clearly noted that local authorities would not be able to survive without the funds
they receive from the Grants Commission, which currently amount to in excess of $56
million. This is a notional grant from the Commonwealth which was originally fixed at two
per cent of Commonwealth revenue above the line of income tax that the Commonwealth
received. This has been fixed at a graduated increase and not in line with the increase in
Commonwealth taxation. That measure was introduced when everyone in the nation was
asked to exercise restraint in expenditure, and local government had to play its part in the
overall curtailment of expenditure. But the figure is still a hefty amount contributing towards
the activities of local government in Western Australia. I am sure the 119 local authorities in
this State acknowledge as acceptable the efforts of the Federal Labor Government in
introducing such a measure to enable them to perform their duties and functions which are so
necessary for the well being of the people within their boundaries, Members will be aware
that the greater number of local authorities are situated outside the metropolitan area, so the
country is receiving its rightful share again thanks to the initiative of the Grants Commission.
I pay tribute to members of the commission, particularly Dr Michael Wood, who is the
Secretary of the Local Government Association and Chairman of the Grants Commission,
and also to Mayor Ray Finlayson of Kalgoorlie. They have been able to explain to local
authorities what is required by the commission to ensure they get their rightful share of the
revenue derived from the Commonwealth's funds and directed to the States through the
Gramis Commission. So this arrangement is certainly of great benefit to local authorities and
to country people particularly.

I could not let this occasion pass without making reference to the recent sudden and dramatic
fall in share market prices. Although this fall might not have any great impact on the
majority of members here the fact is that all citizens of this nation will be in some way
affected by the fall. The ramifications of the fall could be quite significant in the overall
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activities of the financial structure of the world. While all Governments throughout the world
are quick to say that their economies are on the right track, the collapse on Wall Street had a
snowballing effect throughout the world. Many Western Australians have lost, nationally,
thousands of dollars following the loss in one day of $600 000 million on the US share
market. It is hard to imagine such a huge sum of money. While it is paper money it certainly
has a dramatic and snowballing effect. No-one has been able to give a full account of why
the share market collapsed so dramatically. Some have suggested it had something to do with
the fighting in the Persian Gulf, while others have commented on the explosion of the US
deficit. Whatever the reason, the fall has affected all nations throughout the world. Of note
is the fact that the Hong Kong exchange has closed for a week.
A suggestion has been made that small investors should not panic. I can say without any fear
of contradiction that the small investor has usually had fairly shabby treatment from the
broking industry over the last 12 months. Because of the heavy pressure on brokers and the
large volumes of business being done they have not had time for the small shareholder.
These can be people from all walks of life, and it is a sad reflection on the broking industry
that it should adopt such an attitude in the past and is now prevailing upon the small investor
to be considerate and not to rush and do anything dramatic in relation to his investments.

I hope the sharebroking firms will realise the important and continuing role of the small
investor because we know the pant he plays in the industry. Not so many years ago brokers
were opening up the Stock Exchange and inviting prospective investors to see how it
operated. However, when one went to buy a small parcel of shares in recent months one
found the brokers did not have time to deal with the order. This is the disgraceful part of the
activities of broking firns. I hope this salutary lesson of a dramatic fall in the market will
make them realise the importance of all investors, irrespective of the size of their
contribution. When all is said and done there is a minimum charge on braking activities and
the small investor is entitled to consideration as much as the large investor.

I believe the share market is going to have several more weeks of dramatic ups and downs; it
is not going to stabilise overnight. It has been on an upward trend for the last five years -- I
think it is called a bull run -- and now it is very bearish as far as the returns to the investor are
concerned. The share market and the braking industry have a significant role to play in the
financial structure of our nation, particularly in this State with its booming gold resources. I
believe the goldmining industry will offer equitable returns for those with a long-term view.

The Federal Government's move to the imputation system whereby dividends issued to
shareholders are no longer taxable within the hands of shareholders is to be commended. A
company pays its company tax at 49c in the dollar, and when the funds are distributed to the
shareholders they receive those funds without being liable for tax. Indeed, if a taxpayer's
income is below the 49c in the dollar tax level he can claim a credit for that part of the tax
within his dividends. That is of significant importance to retired persons and investors in all
walks of life in that they are now not hit with a double taxation burden as they were in the
past. This is a revolutionary change. We all know companies issue bonus shares to give
shareholders the benefits of profits in lieu of dividends. They have postponed their dividends
until the 1987-88 year, but now because of the imputation system the performance of
companies will be under a great deal of scrutiny and their balance sheets will certainly be
closely examined-within the broking industry and financial world.

Our sharebrokers must have consideration for the small shareholder and the small investor in
the future as they did some years ago when they encouraged such people to participate in the
industry. I feel sure the market will bottom out and the stability it has always shown will
return. When that happens I trust sharebrokers will look for the small investor.

Hon G.E. Masters: The sooner the better.

Hon J.M. BROWN: That is exactly right. They should never have neglected those investors,
but they turned their backs on them because they said they were too busy. I know brokers are
working very long hours -- 6.00 am to 10.00 pm. -- and it is the top management as well as
the employees. I acknowledge the hours they put in and the pressures. they are under but that
should not entitle them to neglect the small investor. As Hon Gordon Masters rightly said,
the sooner they react to that responsibility the better. That is the major theme in my
comments concerning the share market at the moment.
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I refer now to a matter which I raised in a Press release which appeared in the Kalgoorlie
Miner recently. It related to one of our most precious commodities, water. No-one is more
mindful of the importance of water than country members, but it is true of members of
Parliament generally. While people take for granted being able to turn on a tap they
acknowledge that we could not do without water, particularly in the drier inland areas and the
goldfields. What a blessing the water supply has been there.
The Institution of Engineers of Austraa recently recognised the construction of the
Coolgardie goldfields pipeline of 1898-1903 as a historical as well as an engineering feat.
The institution comprises the engineering fraternity throughout Australia and includes
members from all fields of activity. They recognised the feat of establishing the pipeline
from Mundaring to Kalgoorlie and gave an award to mark that achievement. Only one other
such award has been given, and chat was to a bridge in New South Wales which was built in
1848 by convict labour. It was the largest bridge outside Sydney, and it was the first
recipient of such an award. The goldfields pipeline received the merit award only this month,
and I had the opportunity to acknowledge on behalf of the people of the goldfields the
importance of the scheme to that area. It is of great significance not only to the people of the
gold!fields, but also to the people of Western Australia generally.
A history of the Public Works Department titled, "Building a State", and written by John
Le Page has recently been published. John Le Page is retired from the Public Works
Department and he wrote an excellent history about the building of Western Australia since
the inception of the Public Works Department and up to its demise in 1986. The publication
certainly gives a vivid description of the goldfields water supply.
It is interesting to note that many Select Committees of inquiry were conducted. Some funny
business took place in Cunderdin involving one of the engineers who purchased the land
where the pumping station was to be built. He also purchased the land where the township
was to be built. Interestingly, instead of the pumping station being built at Taznrin, which
was considered the appropriate place for it, it was built at Cunderdin. Someone was hauled
over the coals for the engineer's activities. Nevertheless the township, the pumping station
and the pipeline were built.
C.Y. O'Connor's feat is of great significance and no-one will ever tire of talking about his
activities and the activities of his engineering staff in building the pipeline. It demonstrates
what great confidence they had in this State. C.Y. O'Connor was not only the engineer in
charge of the Public Works Department, but also he was Commissioner for Railways. While
there are certain suggestions now that someone did away with C.Y. O'Connor's life instead
of his committing suicide, he will be revered by all Australians, particularly the country
people of Western Australia, for his great contribution as engineer in charge of that feat.
I conclude my remarks with the comment that as member for the South East Province I am
most appreciative of the Government's activities within the country region and trust that the
State will continue to prosper in the way in which it has done in the past.
HON C.J. BELL (Lower West) [3.33 pm]: On this occasion I will bring to the attention of
members in this House the problems confronting the agricultural industry in Western
Australia. First, I will spend a little time on one problem, in particular, because many people
are of the opinion that this problem has disappeared or is under control. I refer to the
pesticide residues that have been found in beef.
The problem has not disappeared; the problem is not under control; the problem will not go
away. In fact, by Christmas this problem is likely to reach disc ;ter proportions in our
agricultural areas. I will go through the history of this problem. On 25 May the Amnerican
Government indicated to Australian exporters that it had found a number of samples of beef
that contained unacceptable levels of pesticide residues. This sent shockwaves through the
beef industry in this country and Ministers were advised of the problem and a new testing
regime was instituted. People were satisfied with the action that had been taken and thought
that the problem had gone away. In many ways this State's Minister for Agriculture aided
and abetted that understanding.
At the end of May or early June I was called to a meeting of meat exporters and they advised
me that they were not happy with the progress and that they were very concerned that the
problem would erupt again. They were of the opinion that not enough was being done and
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that it was inevitable that other samples of beef would be found with levels of pesticide
residues that were unacceptable. They had had several meetings with the Minister with
whom they had been amicable and cooperative. However, they felt that their warnings were
nor being taken seriously.

The testing mechanism that had been instituted continued until the next crisis occurred in the
middle of August. Again, unacceptable levels of pesticide residues were found in a number
of beef samples. Emotions began to run high and some Australians, including the Minister,
accused the Americans of being unfair. Perhaps they were unfair but it is their market and
they are entitled to place whatever demands they like on the marketplace. They know what is
acceptable.

The response to this crisis was that $600 000 would be allocated to protect the beef industry
in Western Australia. It sounds a lot of money, but $200 000 was to be funded by the Federal
Government for the purpose of buying back pesticides. I applaud that because the sooner the
pesticides are bought back and destroyed the better it will be for the industry. The salaries of
the field officers took care of $140 000, leaving an amount of $260 000. It would have been
good had the amount been sufficient, but I had been advised earlier that it was unlikely to be
sufficient.

Currently we have a situation where there are three units of testing machinery. I understand
that only one of them is in operation and that it is a slow process to get them functioning.
Another unit is waiting for pants. One machine has the capacity of testing 75 samples per
day. I understand that two weeks ago 800 soil samples were awaiting testing at Bunbury.
The field officers are working very hard and they understand the problem. I have no
criticism whatsoever of the Department of Agriculture's staff. Their endeavours to identify
the problem have been admirable. Quite frankly, they have not been given sufficient
resources with which to work.

I understand that the machine that is in operation is automated and can be loaded with 50
samples. At the end of a working day the machine is loaded up and the testing of the samples
is completed by 3.00 am. However, no provision has been made for the machine to be
reloaded at that time and for five hours it is left idle; that is, 20 per cent of the machine's
capacity is being wasted- As I have already said, the other two machines are not functioning
and are waiting pants. They are delicate machines and it takes a long time to calibrate them in
order to obtain an accurate reading. It is a serious situation and people who are not involved
in the industry are not aware of what is happening. They do not understand that there are
beef producers hanging on by their fingemnails trying to exist.

Even when these machines are operating they will not warrant peak requirements. E.G.
Green & Sons kills about 600 beasts a day. That company is currently refusing to buy lots of
less than 10 head because it tests one animal out of each lot. That means one machine is tied
up with that abattoir alone and there is no capacity for testing contaminated farms.
E.G. Green & Sons kills about half Western Australia's beef, so that means a machine is tied
up with the kill, with none available for the massive requirement for soil analysis.

Then along comes the problem of the SEC poles. This has thrown all calculations straight
out the window. There is a massive problem to identify contaminated ground, and there is no
doubt that certain properties in the State have identified levels of contamination where the
only logical explanation appears to be the SEC poles.

I would like to talk about the producers and the dilemma many of them face. My latest
information is that the properties of some 90-odd producers are quarantined; they cannot sell
an animal. One thing about being in quarantine is that advice by officers is guaranteed. They
are out there. every day. These fellows are working without any possible criticism of their
efforts.

The fellows with the major problem are those who are on the blacklist. I understand there are
around 300 of them. The export abattoirs will not buy livestock from any property which has
had any level of chemical residue detected. About 100 properties are under quarantine; they
will not get their stock bought by anybody; they are finished. Another 200 -- and the number
is likely to rise -- are on this theoretical blacklist. It is not really a blacklist; the abattoirs are
being very cautious, and they should be, because any trace found at the other end will be
dynamite. It does not help those producers on the blacklist; they are not getting
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the sampling because all the resources are allocated. No export abattoir will have their stack
on dhe premises, so they cannot sell, except at a huge discount.
Through various subterfuges, and in roundabout ways, these cattle are being killed for the
local market. There is no way that this level of contamination is any way, shape or form
likely to harm anyone. It is a long way from that. But the abattoirs cannot possibly take the
risk of having contaminated livestock detected.
Hon S.M. Piantadosi: How did they get contaminated?
Hon C.J. BELL: Generally it is the vegetable growers who put heptachlor and dicidrin on
vegetables and potatoes, but not solely. The SEC is a major contaminating factor.
Hon S.M. Piantadosi: Are they nor the same farmers?
Hon CiJ. BELL: Sometimes. Sometimes they are not.. Sometimes they are a little further on.
I do not think they should be criticised because every vegetable and potato grower has been
using these compounds legally and properly, as I understand it. Very few have been accused
at any stage of using these compounds illegally or improperly. I want that clearly understood
by Hon Sam Piantadosi. We are not accusing anybody of doing anything illegal. What we
are trying to establish is a scenario for a number of people caught in a situation which will
quite likely send some of them bankrupt, through no fault of their own, with no possibility of
any manoeuvre.

Sitting suspended from 3.45 to 4.00 pm
Hon C.J. BELL: As the season runs to its close, in about six weeks' time the vast majority of
properties will have to quit livestock desperately. While the spring growth has been
occurring it has been possible for many farmers to carry cattle they might otherwise have quit
into the marketplace for slaughter.

The suggested method of controlling the problem is that the Department of Agriculture will
go to the properties and provide them with a certificate saying that their livestock have
certain levels of contamination and that, if the cattle are taken from that property onto a
property with no level of contamination, after a certain period those cattle will have levels
below the violated level and therefore could be killed. The first problem, of course, is that at
this stage the export abattoirs are not at all interested in cattle with any level of pesticide
residue. There is no point whatsoever in certifying that the cattle are below the violated
level -- the abattoirs simply do not want them. There are plenty of cattle to choose from and
they are niot interested. That means the only possible buyers for these cattle are either the
domestic abattoirs -- which are buying some of them -- or those which are prepared to take
them on their properties with the intention of holding them for a long time, probably one or
perhaps even two years for some stock.

That livestock will reduce in value, especially baby beef which currently has a value of
perhaps $400. Itris likely to have a store value of less than $200 and perhaps as low as $130
to $150. When a farmer's income for the year is more than halved it really puts major strains
on his cash position. It is quite clear that it is no use seeking the goodwill of every producer.
While some might give it, some are going to look for other ways around the situation.
Desperate people will do desperate things and already they have started to do them. [ know
of producers who have sought to sell their livestock through various subterfuges -- there are a
whole range of them and they will not be able to be stopped; they are running the gauntlet.

If the problem were contaminated ground only, that would be one thing; but the contaminated
SEC poles have added a new dimension to the problem because the cattle are not uniformnly
contaminated, An instance was brought to my attention of a farmer who sold a pen of cattle
and one animal was picked up as having a level of pesticide residue while the others were
totally clean. Very quickly -- within days -- the Department of Agriculture went to the
property and took a random sample of that herd. They rounded up 30 animals at various
stages and fat-tested them by making an incision at the head of the tail. Of that samnple of 30,
28 were tested clean and two had serious levels of pesticide residue.
Quite clearly the contamination was not uniform. Obviously some of the cattle had a liking
for licking the SEC poles or eating around their bases, because there was no other possible
source of contamination. This puts a very different perspective on the problem, because
people just do not know whether they are affected. Virtually every property in the south
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west of Western Australia has SEC poles on it and no-one can be certain who has a problem
and who does not. I must say that I am worried about my own farm. I am sending some
livestock away next week. [ do not think I have a problem, but I have about 15 SEC poles on
the property and I guess I will know by the end of next week whether I have a problem or
not.
The farmers do not know, and they cannot know unless something is done to enable, firstly,
soil testing on the properties, and secondly, live sampling of the livestock before they go to
the abattoir. It is a very expensive process but if we do not get on top of it, it will be a dashed
sight more expensive for Western Australia. The beef industry is a multi-million dollar
industry for the south west. It was showing every sign of being a very valuable industry, the
farmers were coming into reasonably good times, and suddenly this has put a big black cloud
over the industry.

The other problem relates to the people whose properties are in quarantine. What do they do?
An example was drawn to my attention of a potato grower who had 2 000 crossbred lambs
ready for market. Their value today would probably be -- I will ask Hon Jim Brown,

Hon J.M. Brown: About $24.

Hon CiJ. BELL: Between $25 and $30 was the figure 1 was given, so lion Jim Brown
obviously does not disagree with me that that is a fair value.

Hon J.M. Brown: I said $24.

Hon CTJ BELL: That is pretty close. When that grower went to nominate the lambs to the
Lamb Board, the board said, "Your property is at risk." A major part of the property was
used for cropping potatoes over the years. There the fan-ner was with 2 000 lambs valued at
$50 000.
Hon J.M. Brown: When I said $24, I was speaking as a buyer.

Hon CJ. BELL: That is right. His likely alternative, however, is to sell the lambs as store
lambs. That would mean selling them to someone who would put them on green property for
a year. As store lambs, I would not expect them to get a price in excess of $10 a head. Thus
$15 a head is lost -- $30 000 from that farmer's income for the year is lost. Very few farms
could suffer a $30 000 loss of income on a continuing basis. That farmer will be in the same
cart next year as this year and many Camers in a similar situation would run very quickly into
bankruptcy. Fortunately that individual is an honourable man who would not do anything to
place other producers in jeopardy. However, other producers may be in mare dire
circumstances and may seek to do something which would not be in the interests of the
industry.

There must be a mechanism available for those farmers who are placed in this very serious
position to make sure that they are not bankrupted. If the Government makes them carry the
total cost alone, there will be a minority who will seek to circumvent the system, to break it
down and place at risk the whole industry. There are two messages of which I would like the
Government to take heed: Firstly, the Government should not ignore the needs of those who
are placed in a very difficult situation by the residue problem; secondly, for goodness sake,
the Government should not restrict aid to $600 000. [f it costs $2 million, it would still be
cheap. It has been suggested that more vets are required to take on-farm samples from live
animals. Let us do it; the situation is desperate. IC we do not, we will place the entire
industry in jeopardy. This is a matter of vital importance to the south west.

I support the Budget.

Debate adjourned, on motion by Hon Neil Oliver.

ELECTORAL (PROCEDURES) AMENDMENT BILL
In Committee

Resumed from 20 October. The Deputy Chairman of Committees (Hon John Williams) in
the Chair; Hon J.M. Berinson (Leader of the House) in charge of the Bill.

Clause 80: Schedule 3 substituted --

Progress was reported on the clause after the following amendment had been moved --
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Page 40 -- To delete the form of ballot paper included in proposed Form A and
substitute the following --

[See appendix A, p.4824.1
Hon G.E. MASTERS: We are considering the Government's proposal to amend schedule 3
of the Act1 which was previously approved after lengthy debate in the Legislative Council
when dealing with electoral changes some months ago. My understanding is that clause 80 is
to be amended by the Leader of the House in the form presented in the amendments listed.
What exactly are we dealing with? Are we just dealing with the amendments to the
schedule?

The DEPUTY CHAIRMAN (Hon John Williams): Clause 80 proposes to delete schedule 3
from the Act and substitute another schedule.
Hon G.E. MASTERS: We are considering the amendments to the Bill on the Notice Paper.
Yesterday I expressed concern about any change to the provisions contained in the Act as it
now stands. I made my reasons clear but, on the suggestion of the National Party Whip, the
debate on clause 80 was adjourned. The Minister kindly made available to both Opposition
parties Mr Graham Hawkes to explain the Government's position and the reason a vertical
ballot paper is preferable to a horizontal ballot paper. We were given examples and although
I have some reservations about the proposed changes, I am inclined to say that under certain
arrangements -- and there will need to be some changes made to the Government's
proposals -- I would be prepared to accept a vertical ballot paper. Yesterday I referred to the
way people were able to record their vote in the voting ticket square. In other words, we
know that the parties who are involved in an election will be able to register a how-to-vote
card and the people may vote accordingly. This was opposed in the earlier debate but it is
now a fact of life that this Parliament has approved the registered how-to-vote card for both
the Legislative Council and the Legislative Assembly. Bearing that in mind, I ask the Leader
of the House: H-ow would one record one's vote in the area of the voting card squares?
I understood, as [ think members of the National Party and most other members understood,
that if a voter decided to record a vote by placing a "I" in the square rather than allocate his
preferences according to the practice in the past his vote would be valid. The Leader of the
House has advised that if a voter placed a " t" in the Labor Party's square, a "2" in the
National Party's square, a "3' in the Liberal Parry's square, and a "4" in the Australian
Democrats' square, his vote would be valid, because the returning officer would simply
ignore the "2', "3", and "4".

I have always assumed that the amendment of the Leader of the House only allows a voter to
place a number in the square for the party for which he wishes to vote. However, I have been
assured that that is not the case and that has been confirmed by the adviser on this legislation.
Apparently a voter can fill in all the squares. I do not consider that to be an appropriate way
to vote and do not believe it should be pern-itted under any circumstance. Surely voters
understand the options available to them in recording their vote as set out on the how-to-vote
cards. I will therefore move a suitable amendment at the appropriate stage.

Hlon E.J. CHARLTQN: I agree with the comments made by the Leader of the Opposition.
Obviously we have to be tolerant and understanding of people's intentions if we are to debate
this matter in a reasonable way. We have to understand how the percentage of people who
have difficulty in following the layout of the ballot paper will fill in that ballot paper. They
will have the option of voting for the party on one side of the ticket or of placing a number in
every square on the other side of the ticket to indicate their preferences.

I wonder how far we have to go to give people the opportunity to cast a valid vote. Do we
assume that a voter who places a "I" in a square on the right-hand side of the ballot paper
signifies the voter's intention, but if he then goes on to place a "2", a "3", and a "4" in other
squares, that he does not and therefore, that vote is invalid? We have to make a judgment
about the intentions of a voter who places a "1" in one square or who fills in subsequent
squares and decide which of those votes is valid. I think that some voters, because they place
further numbers beside other parties, intend to vote that way, otherwise why would they fill
in the extra squares? Who are we to say that the electoral officials should consider only
where the " 1" was placed and ignore everything else?

A voter who goes to the right-hand side of the ballot paper and places numbers in the squares
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according to his preferences is voting correctly and that vote takes precedence because it is
correct. However, a voter who places a number in every square on the left-hand side of the
voting ticket is voting incorrectly and the electoral official would accept only the vote for the
party beside which the voter placed his "I". 1 cannot understand why, if every square were
filled in on the left-hand side, that vote would nor-be valid. Emphasis should be put on the
layout of the proposed ballot paper. The ballot paper should be as specific as possible; it
should be precise, bold and positive to encourage the elector to fill in the squares correctly.

Hon DJJ. WORDSWORTH: I am glad the Leader of the Opposition and Hon. ElJ. Charlton
have raised this point. I endeavoured to point this out halfway tough debate last night but
the Leader of the House did not answer the question at all.

Hon JEM. BERINSON: Of course I answered the question last night but [ am perfectly happy
to answer it again. In the first place. I believe Mr Masters has accurately represented the
position, namely that where an elector puts more than the number "I"' on the ticket side of the
ballot paper the "1I" would take effect and anything else on that side would be disregarded.

Mr Charlton very fairly, I think, indicated an ability that all of us might have to argue one
way or the other as to whether that provision of the Bill should be adopted. Members will
already know that that is the position under the Commonwealth Act and that the Government
has specifically said at various times that it has been our intention so far as possible to follow
the Commonwealth practice in the interests of securing unifornnity. There are some very
major differences between Commonwealth and State provisions which will arise from our
own Bill, and I acknowledge that at once. In particular ( refer to the fact that we are looking
to a different system in the Assembly voting pattern from that which applies in the House of
Representatives. [ can only say in that respect I believe the Commonwealth will certainly
have to move in our direction rather than leave a position where in the interests of uniformity
we should move to theirs. The reasons for that have been well canvassed and depend on the
extent of the informal votes which are encouraged by the confusion of having two different
voting systems in the one election.

[ come back to Mr Charlton's comment that the argument could go either way on this subject.
I want to seriously put to him that, accepting that proposition, the decision has to be made as
to where the balance should fall. I believe that it should come down on the side of the basic
principle which has been pursued throughout this Bill and which the House on the whole has
agreed to support. The basic principle in relevant areas has been to minimise informal votes,
which is to say maximnise the effectiveness of votes by all electors. We cannot of course do
that at all costs; we cannot do it where the position would arise that a vote is counted as
formal where the intention of the elector was absolutely obscure; it cannot be adopted in a
number of other circumstances.

In respect of ticket voting, however, I put the view to the Chamber that we have a quite
different set of considerations from those that apply in the exhaustive preferential system.
Under the exhaustive preferential system, as a matter of definition any paper in which any
squares have not been filled in must be informal -- that is not strictly accurate but members
will know the exceptions to that, and fully understand the general application of applicable
rules. In general the exhaustive preferential system demands that every square be filled in
because it is the objective of that system to ensure a vote should continue to have some value
as the various higher preferences of the voter are set aside. In the end, until we reach the
point that a candidate has a majority of votes, every elector's vote continues to have some
weight. To avoid that situation -- namely the situation requiring a number for every square --

would require us to move away from exhaustive preferential voting. We could go to first-
past-the-post voting;, we could perhaps go to optional preferential voting; but we have not
gone along either of those paths. We have so far stayed with a full exhaustive preferential
system and in those circumstances it is simply inconsistent with the objective of that system
to accept as valid any vote in which all squares have not been filled.

When we come to ticket voting the position is entirely different because in this case the
placing of a number "I" against a particular name automatically gives rise to a process which
totally exhausts the value of the vote. Once the number "1" is put against a particular name
on the ticket side, the ticket operates to carry a preference right through to its exhaustion; so
whether we have as well as a number 1, a 2, 3, 4, or 25, it makes no difference. There is no
value in the vote left on which those other numbers could function.
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Hon G.E. Masters: The Leader of the House must admit there was a tentative value1
otherwise people would not have done it.
Hon JivE BERj}JSON: Theme is an assumption in what Hon Gordon Masters says that the
presence of those additional numbers would mean that the voter intended something to
happen. The assumption which is to be adopted before that one is the fact that the placing of
a vote on the ticket side of the ballot paper indicates another intention, namely the intention
that the registered ticket should apply.
Hon DJ. Wordsworth: All by people who cannot even sign their name and put crosses.
Hon J.M. BER.INSON: That is not so at all The member does not know that; he has
absolutely no basis for saying something like that. In the last Senate election, 88 per cent of
voters cast their votes on the ticket side of the paper. It would be ludicrous to suggest that
thaz is an indication of illiteracy or disinterest; it is an indication of an acceptance by the
electorate that this is a preferable way to go. In fact putting all of that aside, it is a system
which a paowing number of electors prefer as they get to know the system better. I have no
doubt that, as we move to the third, fourth and fuirther Federal Senate elections, that 88 per
cent will increase. That will not indicate a higher level of illiteracy; it will indicate a higher
level of satisfaction with the system..
I believe the State electoral system can piggyback very well onto that developed process of
acceptance by the electorate that ticket voting enables them to set out accurately their
preferences in a way which is not only simpler but also has far less potential for error and
informal votes.
It has been a characteristic of the last couple of Commonwealth elections that the
Commonwealth Electoral Office has recognised the need for education campaigns in what is
after all a strikingly new electoral system. I have no doubt that the State's Electoral
Commissioner would also recognise the importance as we move into the early elections on
the new basis and do the same thing.
I do not think we should look for extra reasons to assert the informality of votes. To a large
extent that would be inconsistent with nearly everything that has been said and decided on
this Bill so far. So even acknowledging the possibility of what Mr Masters and Mr Charlton
have advanced, [ want to urge on the Commi-ttee the view that the balance of benefits here
from the point of view of the voting public. must be in favour of retaining uniformity with the
Commonwealth standards, and that will involve accepting that once an appropriate symbol is
placed on the ticket side of the ballot paper, any other marks should be disregarded.
Hon G.E. MASTERS: When it suits the Leader of the House he continually makes reference
to uniformity with the Commonwealth. At the moment we have very close uniformity with
the Commonwealth under the present Act. That is in the form of the ballot paper and the way
in which the Legislative Assembly is elected. We have already moved away from the
Commonwealth practice by making changes to the voting methods undertaken in the
Legislative Assembly. It is important to understand just what the new ballot paper will do.
The public generally have been accustomed to the practice of filling in all the squares 1, 2, 3
and 4 down the ballot paper. If we look at the Govemnment's new proposal, that is exactly
what people will continue to do unless words are written on the ballot paper to direct us
otherwise. Do not tell me that people are unable to read the words, "vote only in this way",
and then read a few words underneath. They are bound to do that to understand what they are
about, and those words can be very simply and easily understood.
I move an amendment --

To amend the instructions to voters in Forms A and D of the ballot paper by --

(a) inserting as a heading to the box on the left side the words NVoting
Ticket"

(b) deleting the instructions on the left side and substituting "Fill in one
square only by placing the number I in the square against the voting
ticket you choose."

(c) inserting as a heading to the box on the right side the words "Preference
voting"-
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(d) inserting before "Place the numbers" the words "Fill in all squares".

To use the words of the Leader of the House, we cannot have it both ways. We are proposing
two different methods of recording a vote. One is to follow a party voting ticket. If we
follow the voting ticket of our party we are entitled to place " I" in the appropriate square on
the ballot paper. If we want to record our choice by way of preference, we fill in the other
side. The ballot paper is clear enough for anyone to understand.

The DEPUTY CHAIRMAN (Hon John Williams): To clarify the position for the
Committee, are all the words in the instruction box to be deleted and the words in the
amendment substituted?

Hon G.E. MASTERS: Yes.

Sitting suspended from 4.48 to 5.00 pm
(Questions taken.]

Sitting suspended from 5.03 to 5.14 pm
Amendment, by leave, withdrawn.

Hon G.E. MASTERS: [ move an amiendmnent --

To amend the instructions to voters in Fornms A and D of the ballot paper by --

(a) inserting as a heading within the box on the left side the words "Filli
one square only"

(b) deleting the instructions on the left side and substituting "Place the
number 1 in one of these squares to show the voting ticket you choose.
(d) [Form A]; (c) [Form DI"

(c) inserting as a heading within the box on the right side the words "Eafin
all squares".

These words are alterations to the ballot paper agreed to by the Leader of the House and Hon
Eric Chariton. I propose that should be the format for the ballot paper in both Form A arid
Form D. I emphasise that the words "Fill in one square only" should be either larger or
darker letters to emphasise the importance of that aspect of the directions on the ballot paper.

Hon J.M. Berinson: And that the words "One square only" should be underlined.

Hon G.E. MASTERS: All right. "One square only" should be underlined. I am quite happy
about that. On the right-hand side of the ballot paper, in Forms A and D, in the square box
the words "Fill in all squares" should be larger or darker letters underlined.

Hon J.M. Berinson: "All squares" underlined.

Hon G.E. MASTERS: Hang on, I ask the Leader of the House who is responsible for
outlining this amendment -- him or me?

Hon J.M. Berinson: You are, but I am just reminding you.

Hon G.E. MASTERS: These words should appear in the box: "Fill in all squares. Place the
numbers 1 to (e) in the squares to show the order of your preference for the candidates." That
is my understanding of the proposed changes. I understand that the Leader of the House will
support these changes as will Hon Eric Chariton. It may be that the Leader of the House
wishes to raise another matter concerning the right-hand columnn. I did not quite pick up his
comment and perhaps he would like to make his own remarks.

Amendments put and passed.

The clause was further amended, on motion by Hon J.M. Berinson, as follows -

Page 41 -- To delete lines 3 and 4 of note (d) and substitute the following -

"Place the number 1 in the square below to choose the voting ticket of the
candidate."
Page 41 -- To delete "ELECTrORAL ACT 1907".
Page 41 -- To delete "opposite the candidates in the order of your preference"
and substitute the following -

to show the order of your preference for the candidates
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Page 42 -- To delete "ELECTORAL ACT 1907"
Pages 43 and 44 -- To delete the form of ballot paper included in proposed
Forn U and substitute the following --

(See appendix B, p, 4825.1
Page 44 -- To delete lines 3 and 4 of note (c) and substitute the following --

"Place the number 1 in the square below to choose the voting ticket of
the candidate or group."

Page 45 -- To delete "ELECTORAL ACT 1907".
Page 45 -- To delete "opposite the candidates in the order of your preference"
and substitute the following --

to show the order of your preference for the candidates
Clause, as amended, put and passed.
Clause 81 put and passed.
Postponed clause 74: Section 191 A inserted --
Hon J.M. BERINSON: As members know, last night I asked to have the clause deferred as I
wanted some pants of its terminology checked. It now appears that there is no problem with it
and I can do no more than to thank Hon Eric Chariton for his support.
Hon G.E. MASTERS: I know that this clause was debated at some length last night. I think
it was Hon Sandy Lewis who made a comment regarding section 191A(l) of the Act. I can
still see considerable difficulties arising as a result of the interpretation of this part of the
clause. I fail to understand the Government's reason for bringing forward this provision.
Hon Eric Chariton said that the Government's reason for this provision may be that it would
prevent some things happening in an election which have happened in the past and which he
and other members did not like. I wonder how far we go. I point out again, as my colleague
did last night, that during the election campaign prior to the Labor Party's gaining power for
the first time we saw in the newspaper a large number of promises made to the electors in an
endeavour to gain their vote. The advertisements referred to lower taxes, lower Government
charges, lower fuel tax and a promise that the fuel tax would not rise while the Labor Party
was in power. As it happens, those promises were broken in the first few weeks that party
was in Government. The Premier made so many promises in an endeavour to gain votes, yet
he broke those promises. I think Hon Sandy Lewis said that he made so many promises
which he broke that he should have ended up in gaol. I do not suggest that the Bill should
contain provisions to send people to gaol, but substantial fines could be imposed. I wonder
where these things start and where they finish.
It could be easy for a candidate or a party to suffer at the hands of another candidate or party
who was prepared to make rash promises to persuade electors to vote for hin. It will be very
simple to use this clause to some advantage. The door is wide open and it would be better if
this clause were not included in the legislation.
Having made my commnent, time will tell how people will use this clause. I suggest that it
will have no effect, but it will give pantics the opportunity to attempt to embarrass other
parties.
Hon D.J. WORDSWORTH: Perhaps the Minister could explain the intention of this clause
so it is properly understood.
Hon J.M. BERINSON: By clause 74 the offence of misleading or deceptive publications in
dhe election period and material likely to mislead electors in the casting of their vote or which
are likely to induce an elector to mark the ballot paper wrongly, is to be punishable by
substantial fines. Proposed section 191A(2) is more precise than subsection (1) and it refers
to the actual ballot paper and directions on it. The penalties provided by section 191A(3)
remain severe.
Proposed section 191A(4) provides that an intentional deception is an offence. I should point
out that provisions similar to section 329 of the present Commonwealth Act have been a part
of the Commonwealth electoral system since 1918. They are substantially to the same effect
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as the measures proposed by clause 74 and have not caused any undue number of disputes.
On the contrary, there have been very few occasions on which there has been recourse to that
Commonwealth provision. In 1980, on the narrow interpretation of the Act, the Australian
Electoral Office successfully prosecuted a party in Queensland which was found to have
deceived electors about the casting of their Senate vote by imitating the design of another
party's how-to-vote card.
In the case of Evans v. Crichton-Browne very similar words of the pre-Commonwealth
Electoral Act were the basis of a challenge. Evans said that Crichton-Browne's
advertisements about, "A vote for Democrats as a vote for Labor", were misleading. The
court did not rake that view, preferring a narrow interpretation hinging on the words, "casting
of his or her vote", to mean the actual marking of the ballot paper. Members will observe
that there is similar terminology in this clause. Following this case, section 329 of the
Commonwealth Electoral Act was reviewed. An attempt to legislate for honesty in election
advertising was repealed with the removal in 1984 of section 329(2) when the
Commonwealth Parliament amended section 329 to remove a subsection which did not tie the
offence to the casting of a vote. In 1987 in Western Australia an elector failed in an attempt
to maintain that an advertisement about how to mark the ballot paper was deceptive.

The long and short of that outline is to indicate the restrictive approach which the courts have
taken to similar provisions.
Hon G.E. MASTERS: If agroup of people were to advertise publicly advocating electors not
to vote at all, would that be breaking the law and would they be liable to prosecution? There
have been cases where people, for one reason or another, have said, "Do not vote." I do not
recall that happening in this State, but it could happen in the future.

Hon J.M. BERENSON: It is difficult to deal hypothetically with these cases, because much
would depend on precisely what was said. I should have thought that an advertisement which
said, "Do not vote", might or might not be a breach of one or other of the many sections of
this Act.

Hon G.E. Masters: I anm not su~re if that answers my question.

Several members interjected.

Hon J.M. BERINSON: But, I do not see that that could be caught by proposed section 19 1A,
which deals with efforts to mislead or deceive an elector. I would have thought, whatever
else was being done by such an advertisement urging people not to vote, it would not be
misleading.

Hon G.E. Masters: Would you not say it was misleading?

Hon J.M. BER.INSON: No. I would have thought there was no misleading of the elector.
There is a very clear call to the elector. It is an undesirable one, and it may be caught by
some other provision in the Act, but it could hardly be said that a clear statement like that was
misleading.

Hon W.N. STRETCH: May I prevail on the legal knowledge of the Leader of the House
now? Who instigates or can instigate complaints in relation to this clause? Is it the
candidate, the commissioner or the party? In what sort of court would such an appeal be
heard? Is there an opening here for mischievous litigation which might open up all sorts of
wasteful and highly expensive procedures such as those we see developing now with the bad
habit of issuing writs against people for normal political process?

Hon I.M. BERlNSON: This proposed section reads to me as requiring a charge of an offence
to be laid, and the normal prosecutor one would look to in this situation would be -the
Electoral Commissioner. That might be by way of complaint to him or on his own initiative.
I do not want to be too definite in that, because there is a capacity in a whole range of
offences for a private prosecution to be launched. I would not want to suggest that the ability
to initiate actions would be as restrictive as that. It is, however, on the face of it, clear that we
are dealing here with prosecutions and not civil actions.

Hon W.N. STRETCH: I am informed but by no means, enlightened. When we bring in
provisions like this, we must know where we are going in the long term. The commissioner
is covered, but what about the unwitting candidate? We should spell our where we will end
up mn situations of this sort. It is not good enough to pass this provision in this Chamber
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believing it is a fairly simple safeguard, and yet it turns out to be a prohibitively expensive
one. This will work against the smaller panties, and even Independents.

Hon J.M. BERINSON: The Act has a whole range of offences, and as this question has not
been raised before I have not turned my mind to it previously. I have, however, indicated
that in similar circumstances there have been at least three cases. In one the action was taken
by the Australian Electoral Office; in two others it was taken by aggrieved candidates. I
believe that I would be on safe ground in saying that there would be a similar capacity in at
least that group of pantics Co take action under this provision. I should be happy between
today and the further processing of this Bill, which cannot proceed until tomorrow, to obtain
further advice and advise the member at that time.

Clause put and passed.
New clause 61..
Hon J.M. BERINSON: I move

To insert after clause 60 the following new clause -

Section 139 amended

61. Section 139 of the principal Act is amended in paragraph (e) by deleting
".or, in the case of a postal ballot paper, absent ballot paper or a ballot paper
issued pursuant to section 122A, the name" and substituting the following --

, or the surname

Hon G.E. MASTERS: Would the Leader of the House please explain the purpose of this new
clause?

Hon J.M. BERINSON: As a result of the provision in clause 27, candidates may have some
chokce about using Christian or given names on ballot papers. This amendment is to ensure a
minimum requirement of categories of ballot papers which will include surnames of
candidates. The present wording does not include the ballot paper for ordinary votes.

New clause put and passed.

Title put and passed.

Bill reported, with amendments.

ACTS AMENDMENT (BUILDING SOCIETIES AND CREDIT UNIONS) BILL

Second Reading

Debate resumed from 13 October.

HON MAX EVANS (Metropolitan) [5.40 pm]: I have been waiting for some time for this
legislation, which affects the Building Societies Act 1976 and the Credit Unions Act 1979, to
come before the House. Although I have been waiting for it we were told in May and then in
August it would be coming, and we did not expect it to be rushed through quite so quickly.

I will address my remarks to the credit unions section of the Bill -- and I note the sheer
number of the amendments; 117 pages of them -- and another member will address his
remarks to the section relating to building societies.

I want to make a specific comment to members opposite about the credit unions with which
they are involved. This legislation proposes to tighten up the control of those credit unions,
but members should ensure that it does not take away all the control of the cooperative bodies
that have been set up to create financial societies and so on. The original legislation allowed
a credit union to be run by the members, for the members, and to make available loans to
members. I ask members opposite to discuss this legislation with their own credit unions to
see what they think about it, because there has been very little time for the industry to look at
the legislation.

Yesterday Hon Neil Oliver was taken to task for requesting a copy of the working party paper
from the Leader of the House. The comment was made that it was not the responsibility of
the Leader of the House, and I thank him for making that working party paper available to us
today. He made it available at 2.27 pm, three minutes before the sitting
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began. Due to changes in the order of business some time was available for me to look at that
95-page document of the working party set up in October last year.

Surely this legislation is so important, because of the problems with the Teachers Credit
Society and the Swan Building Society, that we should not be given information at the last
minute. But that is what happened and that makes it very difficult for us to handle this Bill
and to give it the time and interest it deserves to make certain we get good legislation. As I
have said, there are 117 pages of amendments to the Bill. As if that were not enough, we
now have another eight pages of typed amendments to amend the amendments.

Hon J.N. Caldwell. We should start again.

Hon MAX EVANS: That is right.

Hon J.M. Berinson: But you know there is a very limited range of subject matter there, and it
is in response, in the main, to submissions that have been made by the industry.
Hon MAkX EVANS: I am glad the Leader of the House has mentioned that, because I do
realise that it is not his Bill. That also has been of interest. Why did not the Treasurer, whose
department handles credit unions and building societies, bring it forward? Why was it
brought to this House? I give the Leader of the House credit by saying he is probably far
better at handling these Bills than is the Treasurer, but I am not certain why the Treasurer
gave him the job of bringing this Bill forward. Did the Treasurer want to avoid further
criticism? He has been responsible for this department since 24 October last year. Before
that the Minister for Housing was responsible.

Once again we have a situation where, before a Bill is even up and running in this House,
amendments are proposed to it. Those amendments were placed on the Table of the House
for the information of members well into the afternoon. It was only because of a little
reshuffling of the order of business today that we actually had them and that I had time to
look at thern before I spoke, otherwise there would have been no time.

If there had been far more consultation with the industry on this matter, many of these things
could have been clarified. There was a rush on this legislation. We understand that when the
Bill came into this House last Tuesday a meeting was held between the building society and
credit union representatives to advise them of the Bill. The credit unions had found out
beforehand -- they had telephoned to find out about the meeting, Was it another takeover or
another collapse? They had no idea. When the building society representatives arrived at the
meeting -- and I know this has nothing to do with the Leader of the House's responsibility --

they were told new legislation was coming into the House that day.

Is that the way to treat industry groups -- to bring in legislation without even referring it to
those industry groups which have, I understand, given the Leader of the House a great deal of
cooperation on the working party? They knew nothing about the legislation. In fact, the
credit unions understood they had until last Friday -- three days later, as the meeting was on
the Tuesday -- to make comments on a draft of the working party paper. I am not sure what
papers they had been given. I think it was some notes, or 'one-liners" as they put it, on what
would be in the legislation.

So I say to members opposite who are vitally concerned with credit unions that they should
find out how their credit unions stand. Why did they not consult properly with those credit
unions on the draft legislation? I see that once again the Leader of the House is embarrassed.
I give him credit -- he does not want to amend his own legislation, but he has done so. It
must be embarrassing for him. We have been told before that legislation has been put on the
Table for members to put up amendments. I understand from talking to people that in
previous years it has been normally accepted that a Minister expects and hopes his legislation
will not be amended because he has sought the comments of industry, the professions, and all
other bodies. But this legislation has been amended and there will be further amendments to
it.

Hon J.M. Berinson: Could I just say in my own defence that we have been very genuinely
flexible in our approach to public submrissions, and that contrasts very much with what
previous Governments from your side did. I do not see it as a criticism that we should be
prepared not only to receive submissions but also to act on tern.

Hon MAX EVANS: I just take it as I see it. These problems have arisen because many of
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the amendments have been required to be brought in due to lack of consultation, especially in
this case where there has been limited time to discuss the legislation with industry groups.
The credit unions relied on assistance from the Australian Federation of Credit Unions Ltd to
look at the legislation. They had been looking at discussing the working party paper for some
time, but they had only very little time. They flew experts from the Eastern States last Friday
night to work on it over the weekend. The first opportunity they had to meet with the
Treasury Department's policy committee to discuss this was on Monday afternoon. They met
with Mr Kevin Edwards, and I am not sure who else, to discuss it. They typed out numerous
amendments they thought were necessary from their experience in other States to try to get a
degree of uniformity in the credit union legislation around Australia, especially in respect of
the reserves of funds to be held and the administration of those funds.

I met with them on Monday evening after they had met with the department. This legislation
was introduced last Tuesday, and it was only on Thursday afternoon that we were able to get
extra copies of the Bill. Only 100 copies came to this House. Hon Neil Oliver and I had to
wait for extra copies to give out to industry groups. The credit union representatives met
with representatives of the Treasurer on Monday afternoon, and in the evening I met with
them for some three hours to discuss the problems as they saw them in respect of credit
unions in Western Australia. Credit unions in the other States are amazed by events in this
State in respect of the Teachers Credit Society. I understand the parties notified the registrar
over a period of time of their concern at the expansion and growth rate of the Teachers Credit
Society without control. They were worried about the impact on credit unions throughout
Australia. I know the Minister and the Government are also very worried.

The Teachers Credit Society of Western Australia was far bigger than any other credit union
in this country. The next largest is the Teachers Credit Society of New South Wales, with
total assets in 1984 of $145 million, and the WA Teachers Credit Society assets were
$360 million at that stage. In 1987 the WA Teachers Credit Society assets were around
$550 million. The audited accounts have still niot come to hand. The Teachers Credit Society
of New South Wales held assets of $250 million in 1987. A comparison of the populations
of each Stare will give members an idea of the magnitude of the size and the problem. On 18
or 19 August the problem was announced, and since then they have been talking about
legislation coming forth. [ can see legislation improving some part of the administration of
credit unions but on going through the working party's report, which I will quote from, we
find mechanisms exist in the previous legislation which could have been applied.

Representatives of the local credit unions had hoped to meet with representatives of the
Department of the Premier and Cabinet on Tuesday morning to find out if recommended
amendments would be accepted. Late that morning the amendments were rejected. I had
discussions with them yesterday afternoon about the amendments which had been put up in
an explanatory fonn. The Minister should have seen these. The thinking of the group was
that like some other legislation, this legislation has been rushed through without adequate
consultation.

We have a problem in this House if we are to bring up major legislation within seven days.
With some legislation this would be a simple matter, but with legislation of this magnitude
more time is needed considering the number of amendments. The group is of the opinion
that the Government has its mind fixed frmldy on getting the legislation through this week.
The Opposition is not against all the amendments; we are commenting on them.

I retur to the draft working party report, consisting of some 95 pages, which was handed to
me at 2.27 pmn. We find that the working parry was announced in October 1986, and this ties
up with the fact that the responsibility of the registrar of financial institutions was transferred
from the Minister for Housing to the Treasurer on 24 October 1986, and put through in the
Public Service Notices on 10 December 1986; so we now have a relationship back to that date
in October.

The document reads --

The Terms of Reference required the Working Parry to investigate, in the context of
possible structural changes to and new activities of these institutions the
appropriateness of the existing legislation including prudential requirements.
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For the benefit of members, the words "prudential requirements' mean the liquidity and
statutory reserves to be achieved by good financial management to keep the business Liquid.

Further on the document reads --

These previously sheltered gaps in the market that fostered the growth of particular
institutions, permanent building societies and credit unions for instance, are now the
areas of strong competition.

And we will find out why. Further on it states -

Through amalgamations, transfers, and exits from the industry, the number of
permanent building societies has declined and credit union numbers have fallen ...

And the Perth Building Society has been transferred to a bank. Further on it states --

Western Australia's permanent building societies and credit unions have held a larger
portion of their local financial sector than their counterparts have in other States.
Many factors will influence their ability to maintain a presence in the market; the
establishment of the Working Party signifies the Government's concern to ensure
legislation governing the commercial and prudential operations of permanent building
societies and credit unions is relevant to the present envroment ...

This is particularly influenced by the Teachers Credit Society and the sheer size of its funds
in comparison with credit unions in other States, and the money it has taken out of the
markets here in competition with other unions, building societies, and probably even banks
from time to time. The document refers to the terms of reference as follows --

a) examine and report on the appropriateness of existing legislation for building
societies and credit unions;

i) in the event that such financial intermediaries propose to undertake
structural change or new activities, including: conversion to a bank;
merging; be subject to takeover; issue fixed capital, or establish
subsidiaries, giving due regard to procedures and the rights and
treatment of shareholders and depositors in respect to the distribution
of, and claims on assets and liabilities;

ii) giving due regard to: the scope of their activities; the impact of
deregulation, including interstate expansion of permanent building
societies and credit unions; liquidity and prudential requirements; the
need for legislative distinctions between permanent building societies
and credit unions.

b) To report on any other aspect of legislation for permanent building societies
and credit unions which the working party believes appropriate.

Mr President, it is amazing that this working party was set up in October 1986 and yet there
is not one word of reference to the problems of the Teachers Credit Society at that time. The
members of the business community cannot believe that the Government did not know of the
problems. Subject to a Select Committee being formed, I know that I will receive comments
from businessmen and bankers around town to confirm the fact that the Government was
aware of the problem. The credit union association knew of the problems; everybody knew,
and yet we see no mention in the working party report.

If the problems of the past are to be rectified, they must be analysed to see what went wrong.
However, I see no specific reference to the problems in this document. The problems were of
such magnitude that they could not be ignored, and should not be ignored by the registrar or
by the Minister. I will have evidence to prove that they knew about it and did nothing.
Returning to the document, it states --

On 11 May 1987 the Government announced certain decisions in relation to
permanent building societies ...
Mr Bryce said the enhancement of prudential requirements would allow societies to
undertake a broader range of activities and to continue the benefits they have provided
in the past for the people and economy of Western Australian.

The association was asked to participate, and at the end they were not given the opportunity
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to look at the legislation before it came to this House. Mr Bryce said further that they were
opposed to any takeovers resulting in the concentration of ownership and control of societies
by a single person or company -- that was on 11 May. Prior to that date they did not want to
see any concentration of ownership and control of societies by a single person or company.
Now we have the Home Building Society controlling the Swan Building Society, and the R
& I Bank as the administrator of the Teachers Credit Society.

Sitting suspended from 6.00 to 7.30 pm
Hon MAX EVANS: Mr Bryce commented that the Governiment supported further
rationalisation of the building societies and credit unions but opposed any takeover resulting
in the concentration of ownership and control of societies by a single person or company.
That statement was made in May this year, and already two major mergers have taken place:
The R & I Bank is administering the Teachers Credit Society, and Home Building Society
has merged with Swan Building Society. I have not had time to work out how those mergers
have been carried out and whether the assets and liabilities have been transferred across or
they have been merged as a subsidiary. I would be interested in hearing from the Leader of
the House on that point at some later stage.
With regard to the R & I Bank administering the Teachers Credit Society, not much has
happened since my speech some time ago in which I moved for the setting up of a Select
Committee to inquire into this matter. I had hoped that by now we would know more about
how this would be achieved. I would have thought one of the prime objectives of this
legislation was related to that mailer. However, I cannot clearly see what tools will be used.
I can assume that certain things will happen. I have spoken to the Leader of the House, who
told me the Government is still looking at this whole question. The Rural and Industries
Bank of Western Australia Bill has been introduced, and we shall be given a briefing on that
legislation by Mr Boylen on Thursday. I am not sure whether this has anything to do with
this problem.
Hon J.M. Berinson: No.
Hon MAX EVANS: It could be that one wants to ask questions based on assumptions,
asking how certain arrangements are made. We do not know what is happening. I am not
sure whether the R & I Bank would want to merge with this structure with such a small
capital base which has been elimdiated by all the losses. In addition to taking over the assets,
one must also take on the liabilities; and certain assets are convented to losses, and are no
longer assets. This is a big problem.
We have not been advised either through the Press or from anywhere else -- and I know
representatives of the credit unions have asked the Treasurer's representative -- how the
Government will finance this. Will it be by Treasurer's advance, an appropriation Bill or by
a Governor's message? What is even more important, shall we ever be told when it is done
and how much it will cost? The Government will probably say that it does not matter much
at this stage. However, it will matter because these losses will be funded by the R & I Bank
increasing the overdraft of the Teachers Credit Society. They are relying on repayments,
collection of debts, and payment of interest to balance the books. If those funds are not
received and there are withdrawals of the funds, etc, the R & I Bank will have to fund the
society for the time being. I understand the real losses will be funded by the Government.
Reference has been made to the R & I Bank being given a "political Press indemnity" by the
Treasurer. I hope that by now the bank has received a written indemnity. In the first couple
of weeks when this matter arose, the bank knew it would be indemnified by the Government
but not the nature or size of the indemnity or how it would come about. The Leader of the
House must realise that this will make a big hole in the Budget and it will be necessary to
rearrange some aspects of the State's financial management to pick up this loss.
In August 1987 the Government announced that legislation would be introduced in the spring
session of Parliament to allow the R & I Bank to take over the Teachers Credit Society. That
statement is included in the working party report, referring to the Deputy Premier's
comments, but we still do not know how it will come about. It is most important that
something should happen. I believe the public of Westemn Australia has the right to know
how it will be carried out and what it will cost taxpayers.
Paragraph 7.8 of the working party report noted that the arguments put by the credit union
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movement had decided that any credit union wishing to move from the provisions of the
Credit Unions Act should be permitted to adopt rules which allowed for voting based on
ownership of non-withdrawable shares. That is included in the new legislation. Paragraph
7.9 states that the working party decided that the Credit Unions Act should provide for credit
unions to seek registration under State legislation as financial societies. I know United Credit
operates within the State of Victoria. If United Credit or any of these others became financial
societies, would they be recognised under the Companies Code in Victoria as an operating
business? That must be what they are; if they are financial societies here, they would be
financial societies there. I hope the Leader of the House can advise us of the legal status of
financial societies which are doing business in other States. He might also tell us how many
credit unions in this State are also operating in other States.
The working party report also decided that the Credit Unions Act should be amended to
incorporate a new part providing for the registration of these financial societies. Financial
societies should be required to comply with all the provisions of the Credit Unions Act except
the restrictions on one vote per member. Limits on control exercised by individual and
associated members should be five per cent of eligible votes at any meeting of the financial
society. The present provision is for one-man-one-vote, and now credit unions are looking at
receiving more money into non-withdrawable capital, and they want some protection from
that in respect of their voting.
Paragraph 1.13 of the working party report is very important. The Government said it did not
want the credit unions to fall into the hands of one person or company. I quote --

7.13. It would be undesirable and inappropriate for the Government to guarantee
depositors' funds, but both the permanent building society and credit union
movements should provide protection to their depositors as the need arises on an
ongoing basis.

This report is still in a draft stage; it has not even been signed by the Treasurer. The
statement that it would be undesirable and inappropriate for the Government to guarantee
depositors' funds is 100 per cent correct; but look where we are now, with the Governument
providing a guarantee in the form of a very large amount of money. As I have already said, I
am not critical of what has happened now; my criticism is that over a number of years they
could have stopped this happening.
As I said to the Leader of the House -- Hon "No Joe', who stops the Government from
wasting money -- he is now going to be fettered by $50 milion or more from the
Consolidated Revenue Fund to pick up the indemnity to the R and I Bank. The working
party decided that there should be a provision in the amended legislation for reserve funds or
deposit insurance funds to be activated. The precise form of the funds should be the subject
of further consultation with industry representatives. The Bill mentions the reserve funds, but
does not mention the administration of those funds. Procedures for the administration of
those funds have been set up in the other States, and I would have thought procedures should
also be in this legislation, but time probably caught up with the Leader of the House in
bringing these forward.
The Treasury Department must give consideration to this mailer. It is all very well to have an
indemnity or reserve fund which is contributed to by members' funds, but this must be
properly administered; it is not there just to pick up any shortfall. The tourism industry has
such a fund, and I am not certain how the body which administers that fund checks the
credibility of tourist companies which go broke, but tourist companies have to pay into this
fund.
The working party report says that a reserve fund must be set up under a board which is
independent from the registry office, and this board wil check to see whether credit unions
are complying with- the rules of the Credit Unions Act. If we had had such an independent
body to protect the funds of its members, it would have jumped up and down and said to the
TCS, "You are breaking a lot of the rules. Your prudential requirements are being broken."
However, that did not happen under the registrar. One of the reasons why I would like a
Select Committee is because I want to know how much the Premier knew. Did he close his
eyes to the situation? Did he hope the problem would go away? We have a real problem
now.
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I kuow that consideration has been given to the reserve fund. The reserve funds in most of
the other States were set up when the financial climate was much stronger than it is now. We
read aver and over again in this legislation, and hear in the speeches, about the deregulated
financial society and about tougher competition and that it is harder to make profits. It
certainly is harder to make profits, and that is why these statutory reserves have not grown to
what they should be because they can only grow out of profits.

We are now going to require credit unions to contribute to a reserve fund, and that
contribution must come out of their cash resources. As I understand it from my advisers, the
income earned from moneys in the reserve fund will accumulate for quite some time before a
strong fund will be available to pick up any shortfall. However, having seen the figures of
the national body's protection fund, even its funds would not be big enough to pick up the
shortfall of the TCS because it was just too big.

The working party recommends also to --

Remove current controls on permanent building societies and credit union borrowing.

This is borrowings from their own members, not their lending. The report also
recommends -

Borrowing by credit union directors only by special resolution of the board if the
director is an employee of the credit union or special resolution of the credit union if

the director is not an employee of the credit union.

The Bill explains further that if a full-time director wants a loan for other than his own
residence, there must have be a special resolution of the society. I have not seen the
definition of "special resolution", but normally the vote of a 75 per cent majority of members
would be required. Some of these credit unions have 30 000, 40 000, or 50 000 members,
and one can imagine going out to al of those members to get their approval for a non-
residential loan.

The working party report also says that if a loan is made to a non full-time employee of the
credit union, the approval must be by special resolution of the members. I think that would
be an uneconomic proposal. We have read in the paper that certain employees have received
these types of loans, so there is good reason for these amendments, because they are being
brought in to control what has gone out of control.

However, I think these finiancial institutions are only doing what has been done in many other
financial institutions, where one of the perks of office has been the ability to obtain loans at
low interest rates, because often the financial institutions were not paying the high salaries
which can be obtained in the city but were trying to retain their staff by making these funds
available, and once the employees receive a low interest loan, they are unlikely to leave. So
what these financial institutions have been doing is to follow the pattern of other financial
institutions, but the provisions governing that will be tougher and tighter in the future, and I
commend the Leader of the House for that.

The working party report then addressed itself to problems associated with loan limits --

The BSA limits to 2-1/2 per cent of the aggregate assets of the society the aggregate
indebtedness or contingent indebtedness to a society of a person. The CUA permits
the Registrar to give directions as to the maximum amount and term of secured and
unsecured loans.

I wonder when I read this how TCS got out of control and how one or two of the other
building societies got out of control, when the registrar is to give directions as to the
maximum amount and term of secured and unsecured loans.

How did Teachers Credit give loans of $30 million to A, to B, and to C, loans which we now
finrd are not even fully secured? Yet the registrar did not give directions. What was he
doing? What were his inspectors doing? What was the Minister doing? What was being
done when the assets of Teachers Credit were going up by $ 100 million per annum? The
registrar must have said, 'Where is this money going out to and in what form is it going out?"
It takes a lot of paper work to put out $100 million in loans. If we go back to 1983 we must
remember that the maximum loan allowable was $50 000. The Teachers Credit equivalent in
New South Wales has a maximum unsecured loan still of only $15 000, yet
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here we have this Teachers Credit putting out large sums of money as loans. The registrar
should have been sending someone around, as the Reserve Bank would have done. When the
Reserve Bank hears something is not going well at a bank it sends an inspector around to
investigate. An inspector should have asked how these large loans could have been given out
and what securities were involved.
Hon Mark Nevill: If we did that you would call it Government interference.

Hon MAX EVANS: But this is provided for in the Act, and it is there to protect the money
of the member and the member's friends. Although it is in the Act nothing was done about it.
The working party says here -

The Registrar should retain the authority to direct the terms and conditions on which
financial accommodations may be approved or advanced.

That is good and I hope he does more with that authority in the future than he did in the past.
The Reserve Bank would check out this sort of situation; it would have found out what was
happening. In 1986 Teachers Credit auditors reported to the board that large loans had been
made and that the paper work had not been completed until after the loans had been made.
That is a very dangerous way to treat secured loans. The inspectors, should have picked this
up and discussed the reports with the auditors.

This is the recommendation on aggregate loans --

Aggregate loans to any one borrower should be limited to [10] per cent of acquired
prime net worth.

That is the capital funds of the shareholders' hinds and reserves on revaluation of assets. Ten
per cent is in line with what the banks provide. Any bank that lends 10 per cent or more of
its capital to any one person is required to notify the Reserve Bank. This all comes back to
relativity. The capital of these credit unions is only made up of these "massive" $10 shares. I
still believe that the 10 per cent of total capital is too high to be lent by credit unions; it goes
against the original concept of credit unions, which was not to go into commercial loans.
Commercial loans require more expertise, and obviously this expertise was not available to
Teachers Credit. As I have mentioned before, the State managers of most banks in WA have
been very grateful to Teachers Credit in recent times because of the number of doubtful debts
they have had taken off their books and absorbed by Teachers Credit. I have also mentioned
that the rates of interest for making those loans were not very high.

I quote now recommendation 8.10 of the working party's report --

The CUA (Section 54(l)(2)) restricts credit union lending to natural persons who are
members and reside within such district or within such class or persons specified in a
special rule of a credit union.

These are the words of the working party, they are not my words. It refers to natural persons
and we have not heard or read in the Press where $34 million was lent to a natural perion.
Laurie Potter; we have read about the money being lent to his companies. I commented
earlier on the rules of Teachers Credit which allowed certain people to become members, and
this brought in lawyers, accountants, engineers, architects, and members of the horseracing
and horse paring fraternity. That was most interesting; these people would have come under
the special rule. But they were natural persons. I believe that mast of the commercial loans
involving 10 per cent and more of capital go against the Act. The Fremantle Credit Union
Ltd has offered loans of $250 000, and!I doubt that that would be to natural persons. The Act
is quite clear, as!I am told by the working party report.

I come back to my opening comments about the magnitude of this legislation. I accept its
importance. We have not been advised what the time limit is to get this through the
Parliament. [ have said before that one of the reasons I entered Parliament was not that I
needed a job but that, as a member of the Western Australian Chamber of Commerce and
industry, I had seen the problems involved in being handed legislation with the expectation of
providing some worthwhile feedback in less than seven days. The legislation is handed to an
interested party the day after it is introduced in the Parliament and then what may be major
legislation is debated just seven days later. This makes it very hard to do credit to legislation.
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The Opposition has limited copies of Bills, and we must send them to interested pantics in
order to obtain their opinions, remembering we deal with such important issues as trustee
companies and trustee investments. It is difficult to do justice to important legislation. The
Leader of the House has three advisers in the House tonight who will be feeding back
information to him; there are diree of them in case one cannot read his notes. I do not have
anyone, yet the Opposition has to try to ensure that good legislation is passed. As a member
of the chamber of commerce I can remember saying years ago that I was perturbed about the
way legislation was mushed through. Since I have been in Parliament I have become even
more worried when I see exactly what happens.

Section 7(b) refers to money from deposits from members, and we are to delete the word
"member", which will mean that money can be taken from any member of the public. We
have a legal opinion on the proposed amendment, and I quote as follows --

The proposed amendment to Section 7(b) of the principal Act would permnit credit
unions to receive money on deposit from persons who are not members. This
amendment is so substantial as to be beyond the contemplation of the parties to the
Formal Agreement, and therefore is an amendment requiring the consent of
Ministerial Council before being introduced.

I can accept the argument for dropping the word "member" which would provide non-
withdrawal deposits with fixed interests; but we need to look carefully at the ramifications of
this. Sir Maurice Byers goes on to say --

The agreement bound each State and the Commonwealth to introduce the Code and
associated legislation only to amend it as the agreement allowed.

The Acts Amendment (Building Societies and Credit Unions) Bill purports to amend the
Companies Code (Western Australia), the code, and purports to introduce a new form of
State incorporated body corporate and purports to permit credit unions as financial societies
to raise equity via a new form of quasi marketable security and to invite the public at large to
deposit moneys with them.

Clause 38 amends section 4 of the Credit Unions Act dealing with the definition of new
bodies corporate called "finiancial societies". A reference in the Act to a credit union is a
reference to a financial society. A reference in any other written law in the State is also a
referente to a financial society, unless the contrary intention appears in section 4 as it is
proposed to be amended. The Leader of the House should look carefully at this. A credit
union is a unique institution; once one starts changing the rules one must be very careful. A
credit union is run by its members, who are elected; it is not subject to income tax, nor is it
subject to a prospectus to raise funds. Building societies and banks are not so required; but
they are subject to tax. The Leader of the House should seek legal opinion from the Taxation
Office on this matter, before the Government puts this legislation through to ensure that
credit unions will not be influenced or affected by the taxation Act, if this wording is
removed.

Many exemptions are in the taxation Act because of the nature of a specific business. A
credit union is limited to doing business with its members. The rule might change, but even
so a building society, for example, is not limited in this respect and is subject to tax. The
Minister should take advice on this matter before the legislation goes too far. I referred
earlier to Murphy's law -- when things go bad, they can only get worse -- and I think that
reference could apply to this situation. I feel sorry for the Leader of the House and the
Government because I know that there will be more problems with financial institutions as a
result of the stock market crash yesterday. That will put a lot more pressure on banks, credit
unions, and budlding societies because people will withdraw their funds to pay their
sharebrokers. It is one of the unfortunate things that sometimes happens in this world --

when things are tough they never get better, they only get worse.

Several members interjected.

Hon MAX EVANS: Yes, but in the short term it could have an effect on finance because of
the demand for money.

Hon Mark Nevill: Have you no faith in the money market?

Hon MAX EVANS: I have faith in the money market; I enjoy it. Money comes in and out
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of the free market. There is supply and demand; they have to front up and pay their bills.

Hon Mark Nevill: You're saying that none of them can cope.

Hon MAX EVANS: I support the need for the legislation to be amended. The Liberal Party
is not against that at all; we support legislation to improve the organisations. I do not think
the prudential requirements are so important if prudent management is running the financial
institutions. Prudential requirements exist in most of them, but some of tern have been
lifted. We know that exemptions have been given; I understand that some have now been
taken back. My request for a Select Committee was not aimed at "getting' the Teachers
Credit Society or the Swan Building Society. My request was to look at the impact of what
the Government had done or not done. It is interesting that when one looks at a copy of the
working party's report, one finds it does not address the problem of the Teachers Credit
Society, which problem I believe existed last October. On the night I requested a Select
Committee, a Minister in the other place made some comments about me to the effect that I,
and my firm, were involved in the conspiracy to bring down the Teachers Credit Society. I
emphatically denied that, but I did not even get a decent report in the Press. There was no
conspiracy between Keith Simpson, Hendry, Rae and Court, or me; the conspiracy revolves
around the fact that the Government can make statements in the other House that are picked
up by The West Australian verbatim and printed as gospel truth. They do not know the facts.
I was accused of being part of the conspiracy to bring down the Teachers Credit Society. The
Liberal Pasty is not so silly; we would not want to bring down anything as important as a
financial institution. I object to those comments made by the Minister in the other place; they
were not even withdrawn.

Hon Mark Nevill interjected.

Hon MAX EVANS: If the Liberal Party wanted to bring it down, it would not fail. The
Liberal Pasty is not so stupid. All these financial institutions are too important; there is an
Act of Parliament to protect them. A Government member just said that one cannot have
Government interference by inspectors, but the inspectors would be there to protect the small
people's money. The member should go and see what is happening in that regard. The
Liberal Party did not bring the Teachers Credit Society down. In January one of my clients
asked me, "Max, what am I going to do about the Teachers Credit Society? There are
rumiours it is not going too well." I asked her whether she was a lender or a borrower because
I knew she had some problems; she said she was a borrower and I said, "Don't you worry. If
someone comes in, you'll be all right; you're not a depositor."

In March one of my partners tried to get money out of the Teachers Credit Society. I should
think that Alex Clarke, in his paranoid fashion, would have taken this fact along to the
Treasurer. He wanted to get some money out of the Teachers Credit Society; it belonged to a
liquidation. It had been with the Teachers Credit Society. We always leave money with the
banking institution when we take on a liquidation, and we expect to be able to get the money
our to pay the creditors. My partner wrote a letter because he wanted to withdraw the money
and close the account; two or three weeks later there was still no reply -- the Teachers Credit
Society had lost the letter. He wrote a second, more terse, letter saying that we wanted the
money immediately because as the liquidator he wanted to pay the creditors. I do not know
whether Alex Clarke showed those letters to the Treasurer. We had nothing to do with the
downfall of the Teachers Credit Society. In March when my partners wrote the two letters to
the Teachers Credit Society, trying to get some money he should have been paid
immediately. There should have been no problem or delay; we do it with other banks -
sometimes with hundreds of thousands of dollars as a liquidator. This was only a sum of
$3 000 or $4 000, but we could not get it out of the society.
Hon Mark Nevill: lust get on with the facts and leave out the innuendo.

Hon MAX EVANS: I am talking about facts. Things have been said about me and my
firm -- that we were attempting to bring down the Teachers Credit Society. I am saying that
there was no relationship between our firm and the Teachers Credit Society.

The DEPUTY PRESIDENT (Hon John Williams): Order! Because of the office he holds,
Hon Mark Nevill should know that when I call for order, the person who has the call has the
right to speak. Hon Mark Nevill will have the chance to speak when he receives the call.

Hon MAXC EVANS: For the information of members, credit unions are unique institutions.
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There is a very good booklet brought out by the Australian Federation of Credit Unions
which details the characteristics of credit unions. They axe not normal organisations; they are
not normal corporations registered under the Companies Code; they are not incorporated
bodies under the Associations (Eincorporation) Act. they have unique characteristics. They
are member-owner cooperatives; they are owned by and operated solely for the benefit of the
members who use their services. Members buy shares in their credit union, usually up to the
maximum of $10; they are thereby entitled to enjoy the privileges of owning a financial
institution with which they deal. In this way they have a vested interest. Credit unions have
democratic management and provide their members with an opportunity to play a role in the
management of the organisation. As owners, members can exercise that entitlement by
calling, attending and participating in special annual general meetings and by electing their
representatives to the credit union board. Each member has only one vote. They rely on
voluntary service; credit unions are governed by directors who in a voluntary capacity make
unstinting contributions to their organisations as a whole. These directors are complemented
with a range of voluntary, committed, field representatives.

I note that the legislation the Leader of the House has brought forward tries to expand that,
which I think is a good idea. This is a good idea. They may be able to bring on to the board
other people with expertise who may be able to help run the credit union, because they need
that help. They cannot always rely on their voluntary members to make this contribution
because with the background of the group there may not be enough people with expertise
who can help. The document goes on to say --

Credit unions are, and always have been, not-for-profit institutions.

In this way they keep down the interest rates charged to members and they maximise the
interest rates paid to their members. If we look back at credit unions as they were some years
ago, we see that some of them paid bonuses to their members. They had a profit and they
paid out some extra money. That was before the financial market got much tougher. The
document goes on --

All revenues generated by lending and other financial activities, except for required
reserves, expenses and a usually modest amount of retained earnings, are returned to
the members in one form or another.

So they are a true member-owned cooperative. Further on it says -
Credit union shares cannot be publicly listed or transferred between members in most
States and Terr itories, though ordinary share capital is withdrawable.

Another major difference between credit unions and other financial institutions is that
a credit union lends only to its members. Eligibility for membership is determined by
what is known as the 'common bond"...

Usually the common bonds of credit unions are defined by reference to common
occupations, places of employment or residence, religious affiliations and ethnic
groupings.

It is often a misnomer, this word. I must admit that I was under an illusion that credit unions
really were backed by union groups. However, many companies have a credit union for their
employees, and some companies make it compulsory to join because they believe it is a
cooperative to benefit their employees. Members of the Australian Defence Forces are
required to join their credit union. This is because of their cooperative nature. The document
continues --

Social purpose.

As co-operatives, credit unions place great emphasis on contributing to the continued
well-being of the people they serve.

Further on it says --

Membership in a credit union is voluntary...

Credit union members enjoy equal rights to vote...

This comes back to the change in financial societies which is very important compared with
the way they were known before. I advise the member to look at this. Financial societies
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may be the end of credit unions as we know them, and that may be something we will regret
because they have provided an excellent service. Because they have done that for so long we
should not try to destroy the structure we have got because one or two have gone overboard
and were not controlled in the manner they should have been. To continue quoting from the
document --

Distribution to members and service to members. A major pridrity is to encourage
thrift through savings and thus to provide loans and other member services. A fair
rate of interest is paid on savings deposits within the capability of th 'e credit union.

And a fair rate of interest is charged to members. That is where it has fallen down, Sorte of
these credit unions tried to become too big. They have gone into commercial loans and have
given a reasonable rate of interest on those loans when they should have charged a lot more
for the benefit of their members. This going out too far and over-extending itself is what
happened to the Teachers Credit Society. I said two or three weeks ago that I believed the
Teachers Credit loss and the impact on the State's revenue would be $50 million. Swan
Building Society's loss is $6 million or $7 million; I am nor certain whether that has got any
worse. That figure is equivalent to the surpluses generated by this Government in four years.
It will wipe out those surpluses, and $50 million will have to be found in the next 12 months
or SO.
The taxing and territorial revenue of the State is only $1.1~ billion. The total revenue from
gambling in this State is only $40 million; from land tax next year it will be $59 million; and
from the financial institutions duty it will be $32 million. I am trying to show the relativity
between these figures and the amount of money this Government will have to find to
indemnify deposits with Teachers Credit because it was allowed to get out of control.
Although the revenue of the State is between $3.5 billion and $3.8 billion, it is only really
within the taxation and territorial revenue of the State Government that it can cover the
losses. The rest is fees and Commonwealth Government grants.
I believe after talks with other people that the member should be looking closely at legislation
in other States. The working party mentions this, but [ am not too certain how closely it
looked at this because it does not talk about having consulted with the other States.
The reserve board will be an important factor. We should be looking at what has been done
in the other States -- the whole administration -- and particularly keeping an eye on the
control of credit unions and the type of business they are doing so that a check can be kept on
the risks they are taking because if anything goes wrong the reserve fund will pick it up. I
understand New South Wales pays about 0.7 per cent of its total assets into a fund. South
Australia set up its scheme in the 1970s, and its figure is two per cent which is a very high
amount because the statutory reserves of credit unions in Western Australia axe 2.5 per cent.
That fund has been going for a long timne and is generating revenue which I understand is
being paid back to them.
I mentioned earlier the commercial loans which I believe are the cause of all the problems. In
New South Wales, commercial loans are prohibited. The Teachers Credit Union in New
South Wales has a limit of $15 000, and it constitutes about 70 per cent of its loans. They are
not involved in commercial loans because the legislators over there realise that credit unions
do not have the expertise or the knowledge to handle large commercial loans. One has to
know who one is dealing with and the security. As a professional I have even seen banks
having trouble through not having all their securities tied up for a loan.
The Teachers Credit Society through its association with Laurie Potter has brought all the
pressure on the Government to legislate. It has had so much publicity in the Press with
stories about Laurie Potter's members and their life memberships, but really that has nothing
to do with the Teachers Credit Society. That was just business done by Laurie Potter, but it
has been kept at the forefront and has brought pressure on the Government to rush through
this legislation. The Government should have had more consultation with industry groups

prior to the introduction of the legislation so that it could make certain it had the best
legislation.
What the publicity about Laurie Potter did was emphasise the fact that the Teachers Credit
Society was making too much money too readily available to Laurie Potter, and it accelerated
Teachers Credit's downfall. If so much money had not been available, TCS
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might not have expanded quite so far and taken so many risks. I understand that most of the
debts -- I do not know about Laurie Potter -- were transferred from other banks and other
institutions. The money from Teachers Credit did not go towards building them up, it took
over someone else's debt. The other people wanted to get their money out.
A number of people do not realise that the interest rate could have been controlled by the
registrar. The Teachers Credit Society was paying the highest interest rate in the State, and it
received millions of dollars each month not only from teachers, but also from other people,
and that money was put on the short-term money market. The overdraft was $5 million. As
a result, for every dollar it received it was losing two or three per cent interest because of the
high rate. I believe the inspectors should have investigated the whole situation. It is
interesting that there is no mention in the working parry's report as to what went wrong with
the TCS which resulted in this legislation. I am very surprised about that.

I understand that the allowance of contingent losses has been made more tough than the
provision in the formner legislation, and it should be investigated. When a debt is three
months' overdue a certain percentage should be provided for doubtful debts. This applies to
debts which are overdue for six and nine months also. This informiation is computed into the
accounts of the building society every month.

The important factor in the Bill is the prudential requirements and the ownership provisions
which change a shareholding. [ am referring to non-withdrawable shares -- they require fixed
capital. I believe that in some cases it will require more than non-withdrawable shares to
rectify the position. Additional help will be required during the intervening period.

When I read the Leader of the House's second reading speech, I was of the opinion that it
would be very hard to obtain non-withdrawable capital, and I[questioned who would invest in
this way. The head of the United Credit Union gave me the union's prospectus, and it is
worth my referring to it. It is the first prospectus of its kind published in Western Australia.
In a previous speech I commended the United Credit Union on its actions in obtaining fixed
capital. St George's Credit Union in New South Wales has done the same thing, as have one
or two other credit unions around Australia. Some of the building societies in Victoria have
been successful in obtaining fixed capital.
The question that came to my mind was why would someone deposit money that was non-
withdrawable. It is a terrible word, and I would have thought a more attractive word would
have been used. It makes one's hair bristle when he is asked, "Will you give me some non-
withdrawable money?' He immediately thinks he will never see the money again and he
backs off.

Hon J.M. Berinson: Shares are non-withdrawable investments.

Hon MAX EVANS: [ know the market is full of them, but we do not call them that. People
would not be impressed if they were called non-withdrawable shares, We do not think of
shares in that way, we think of shares similar to the TAB or the races.

Hon J.M. Berinson: We did not used to think like that.

Hon MAX EVANS: A person can lose at the races also, just as he can lose money on shares.
We have always known a share to be fixed capital. We know that there is a differential
between a limited company and a no-liability company. Now we have non-withdrawable
capital. If I were going to seek investment monet I would laok for a better word.

The United Credit Union has not even used that word in its prospectus, it has only been used
in this legislation. The United Credit Union's prospectus states the issue of seven million $1
D-class shares in part, payable in full with a minimum of 1OO shares per application; that is
$100. The purpose of share raising is to provide funds for the normal lending and investment
operations of the credit union. That is true, but it is not completely true. The funds are really
to try to strengthen the fixed capital of the credit union. It could still bring money in for the
purpose of investment operations of the credit union. It could borrow money to do that but
the money is really to strengthen the fixed capital to improve its net worth,

The United Credit Union guarantees a minimum annual interest yield for the year ending 30
September 1988 of 15 per cent. The return on shares will1 be twofold -- firstly, a fixed
percentage rate shall be declared by the directors annually. In addition, the annual general
meeting will consider and declare, if approved by the members, a bonus dividend on the D-
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class shares, depending on how successful the year has been. As members will appreciate,
that has its problems.

The credit unions are trying to increase their statutory reserves by the retention of profits.
That is the reason most of them have not paid out bonuses because their statutory reserves
have been built up only by profits. A lot of them have been behind on their statutory reserve
limits. it is intended that the United Credit Union's shares will. not be listed on any stock
exchange, and the credit union does not offer to redeem shares. The credit union shall apply
for approval to conduct an internal share market for the provision of information on share
prices to buyers and sellers. Notwithstanding such approval, the Unitfed Credit Union will
make arrangements to facilitate the purchase or sale of shares.

The credit union hopes to pay 15 per cent -- the other day the interest rates increased from
11.5 to 12 per cent. I think the TCS is paying more than that, but many of the rates around
town are 1I or 12 per cent. There is a premium as far as shares wit the United Credit
Society are concerned, and the society has guaranteed 15 per cent. Therefore, a person could
make a small profit from the sale of shares. For example, 100 shares could be sold for $110.
There will be a market for them, and I was pleased to receive information to this effect. It
helped me understand the Leader of the House's second reading speech with regard to how
they will operate.

If a bonus dividend is paid each year on a D-class share, it will increase the value of the
share. The bonus will only come from prudent management of the credit union and from
good management in mininmising bad debts and maximising the interest paid and giving a fair
interest to members.

The United Credit Union has a record of high level growth in the past years. The board of
directors believes that the issue of shares gives members the opportunity of potential capital
gains. The directors can give no guarantees regarding future share prices. However, based
on United Credit Union's achievements, the strong prospect of capital gains is anticipated.
Application for shares offered by the share issue must be made on the application form issued
and forming part of the share document. That covers the shares.

I made the point before to the Leader of the House that if application forms were issued to
non-members -- as far as the United Credit Union is concerned it relates only to members and
that is what should apply. The existing Act requires that. If shares are offered to non-
members there could be pressures from the NCSC and the Attorney General, because they
would be inviting the public to take up non-withdrawable shares without a prospectus. This
matter should be looked at very carefully by not only the Attorney General, but also the
Comnmissioner of Corporate Affairs, to ascertain whether that would be a breach of the
Companies Code. In recent times the Government has taken action against certain companies
in this State which have raised money without a prospectus, and so it should. That is why we
have these rules, so that people cannot go around with a piece of paper asking for shares to be
taken up. A prospectus requires careful briefing and vetting by the Corporate Affairs
Department to see that all the facts are correct. Many requirements must be satisfied. The
contents must be credible and upheld by the directors.

Coming back to the change in clause 7(b), many of these ramifications must be looked at
carefully. They will not affect me or anybody I know, but they could affect members of
credit unions administered by legislation and those comling under the registry to protect
them -- not just to protect the funds, but to see that the unions are run properly and do not
become involved with income tax problems and so on.

The legislation for both credit unions and building societies refers to the net worth or
statutory reserves. In 1984 the amount of statutory reserve was changed from the mean
between the amount at the beginning of the year and the total aggregate asset at the end of the
year, which gave the average, which was divided by two; it was changed to the amount at the
beginning of the financial year. When rapidly increasing assets during the year are balanced
by liability, one does not realise one is getting a long way from the statutory reserve, and
one's liquidity ratio is also influenced. The working party mentioned this point. We must go
back to this mean position. The problem could be seen-

in July 1986 we had a new base figure. The new base goes from July to December, and it
will be the mean of that period. The ratio keeps in line with the money coming in -- and so it
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should. The Minister and the working party referred to the statutory reserve or the net worth
to overcome all the problems. With that statutory reserve there are no problems at al.- The
registrar is misleading himself. Unless the societies comply with the rules and regulations
and charge a proper rate of interest, the reserves may go from 2.5 per cent to five per cent
over three years. That is completely irrelevant.

Normally, if the directors do bad business, it reflects directly on those directors. The
Attorney General can take action against the directors if they incur liabilities and the
company cannot pay its debts. If they do not pay 50c in the dollar they cannot be directors
again. I do nor see why action should not be taken against these people. They have gone into
this in a voluntary capacity, but there should be some provision to make sure that these
volunteers do the job better. It is no excuse to be doing a job in a voluntary capacity if the
registrar has not helped them to do a belier job, because the building society or credit union
could be put at risk. Itris not only a risk to that credit union; it puts at risk credit unions a lot
smaller than this one throughout the country if funds are jeopardised. They should have been
controlled.

I come back to statutory reserves or the liquid ratio which is now up from seven per cent to
10 per cent. I do not intend to go into the different forms for building societies and credit
unions, but those amounts are still insufficient to allow loans of up to 10 per cent of the
capital to any one person. They are putting themselves and their depositors' money at risk,
because there is a risk factor in the large commercial loans. One is trying to match up the big
ones with a lot of small ones.

It is said that the existing liability limits which control the ratios are aimed at retarding
deposit growth by either limiting the extent to which liabilities could increase -- that is
loans -- in any given period, which is the position with the present Credit Unions Act, and
also by tying credit liabilities to some items comprising net worth, which applies to building
societies.

The legislation was there to stop the rate of growth of this building society and some other
building societies. They were becoming too big. They were outside the statutory reserve
limit, which camne back to the reserves of the original capital and the retained profits at 2.5
per cent of the aggregate assets at the beginning of the year.

If the assets are allowed to go up by $100 million in one year, which is what Teachers Credit
Society did, the statutory reserves must be increased by $2.5 million, or 2.5 per cent net
profit. The society was not making that. I understand the average throughout Australia is
less than two per cent. That is the sort of net profit which must be made on those funds by
the end of the year to comply with that statutory reserve, and that is very difficult.

We are now looking at five per cent. If the members' deposits increase by $100 million
again, the society would have to generate profits of $5 million or five per cent, which is
absolutely impossible. They probably charge a margin of three per cent over what they are
paying. I am not certain how they would increase those reserves other than by non-
withdrawable shares. Taking a line through United Credit Union, I hope that union is
successful, but it will not be a licence to do a lot of big deals again. Money must be kept.
back in the reserves, or all the funds will be put at risk.

Many other companies are putting funds at risk, and the directors are also at risk. The
Attorney General would know; he takes action against them. The same thing occurred with
some of these football clubs a few years ago. They had huge debts in this State and in other
States. The directors go out and buy players and do whatever they like; there is no financial
risk to themselves. They love playing with other people's money. People should have a lot
more respect for other people's money.

It is said that none of these controls is efficient or effective in controlling growth. That is
what happened; the embargo was Jibted. The proposed higher minimum net worth required
will necessitate, after a transitional period, 5c in every dollar of assets being held as net
worth. Additional assets or growth can only occur if the assets generate a sufficient margin
to service the increase in net worth.

It is becoming very difficult, but I commend the Leader of the House for what he is doing. I
am not certain how the transition is going. There seems to be a swing to finiancial societies to
get those requirements of net worth in the next couple of years because the financial
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market at the moment is a very difficult place in which to make a profit. It has been even
worse these last few weeks with interest rates dropping right down. The Leader of the House
said that the Credit Unions Act provides the registrar with the authority to set the maximum
amount and maximum term for any secured or unsecured loan. That is one of the keys to
where this has all gone wrong. It must have been obvious what was happening.

I shall be looking to the Leader of the House to explain further the controls to stop
concentrated ownership and so on. In one case he will want concentrated ownership if the R
& I Bank is to take it over. Members would like to know the long and short-term position
with Teachers Credit Society and the R & I Bank. Teachers Credit Society might be formed
as a financial society and the registrar can direct shares be issued to the R & I Bank. If shares
were issued to the R & I Bank they would have to issue only one share and it would become
a subsidiary of the R & I Bank for consolidation purposes, because it is completely controlled
by the bank. It is not really going to amount to capital; it becomes part of the R & I Bank. I
give the Leader of the House a warning that unless he really knows what the end result will
be he should not put anything together until he has worked out, by permutation and
combination, what he could do to the credibility of the R & I Bank. That bank has to comply
with the Australian accounting standards. If the R & I Bank has shares in the society and
control it, it would be consolidated. If it is consolidated, at the present time there is a very
interesting accounting equation, and we discussed this earlier. I do not know how it could be
done. If the Government puts in $30 million or $40 million to pick up the losses, who is it
going to -- the capital reserve of the R & I Bank; the capital reserve of the credit union? I am
not even certain what the journal entries would be there.

On consolidation I think the Government would have to show the net losses on trading. After
all, that is what it took over. If it has losses it would have to show its $5 million or
$ 10 million losses on those bad debts, but the gift would show as the capital reserve, except
in the Exim Corporation cash. The Leader of the House may recall that the Federal
Government gave it $6 million for cattle lease which was offset against the cost of the assets.
The Minister for Budget Management may not bring in the capital reserve in his accounting
methods that are a lot different from mine and he might get away with it here. But he must
take care because with Exim the Government did exactly that with the Federal Government's
$6 million. The auditor agreed to it and did not offset it. I do not believe that was right. It
might be the Government's salvation here but it should treat it very carefully because I do not
think the Auditor General will let the Government and the R & I Bank get away with what it
got away with in Exim in respect of that accounting treatment.

The Leader of the House should consider very carefully before he brings in anything that
makes the bank and the society appear as two merged structures. I do not want, nor does my
party, for anything to impinge on the integrity of the R & I Bank. It is a great bank and a
great institution. I do not want anything to go wrong with the Teachers Credit Society, either.
I did not bring it about, I am just trying to make members aware of the problem -- of what did
go wrong and why we should look at it. The problem might go back four, or six, or eight
years, during which time the registrar has not done the work. I say that not to try to upset the
position; it has been made clear what will happen to it. But let us not affect the R & I Bank.
My fellow members and I appreciate keeping the R & I Bank off the front page. That is in
the interests of everyone in this State.

Hon J.M. Berinson: You can be absolutely sure nothing would be done to affect in the
remotest way the standing or the stability of the R & I Bank. I agree very much with what
you are saying and that is absolutely in line with the Government's own interests and
determination.

Hon MAX EVANS: I am saying that because I have seen some of this Government's fuinny
accounting with Exim Corporation and I never received any answers about what was going to
happen, nor about the Perth Mint. What I am saying is that unless the Government goes to
Corporate Affairs it should get top corporate legal advice to see that under the Australian
accounting standards nothing will jeopardise it, because once it has been done it cannot be
undone. That is most important.

I think the Government will probably carry the society as a separate entity for a long time,
with the R & I Bank as administrators, and will have to pay the administration costs. If the
Government forces a consolidation those losses will have to be brought into the R & I Bank.
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That will affect the bank's raising of capital stock because the return is 15.75 per cent this
year on those capital stocks. I think that was the Armstrong Jones prime fund.
It is quite interesting to read the working party's report.

I read the other day that the R & I Bank had its capital increased by $19 million before the
end of March. Not one word was mentioned in the R & I Bank report to explain why $19
million capital was paid in by the Government. Why did the bank need more capital? There
is not one word in the Supply Bill -- and I understand that is where we approved that $23.4
million of capital expenditure although I still have not been able to find it. That figure was
not in the Budget Estimates for 1986-87 as having been expended. The $19 million just
snuck through with nothing being said in this House as to why the Government put that
money into the R & I Bank. Did the bank need to improve its asset backing or its capital? I
have not been able to find out in the accounts, and I have been right through them. But $19
million went through in the Supply Bill which was passed in June. 1 understand there is a
schedule there, but I have not seen it yet.

It is part of the normal process of Government to put money out like that but if an amount of
$19 million goes ftom the Parliament of this State to the State bank we should be informed
about it. Why was it put in before the end of March? Did the bank need it? It is some years
since the capital was raised. Did it improve its ratios? We do know that the R & I Bank does
not have to comply with the standards of the Reserve Bank of Australia, but I am almost
certain it complies with them even though it does not have to. That is normal, prudent
business. It would do that -- it would be silly not to. It is the safest way to do it.

There is no doubt that this Bill is timely. There has been a lot of pressure for the working
party to get out its repory. The working party has put a lot of history in the report -- what has
happened and what will happen. There is nothing world-shattering about that. The second
reading speech is taken pretty well from the statements in the working party report. The
report says that the prudential requirements will be strengthened and the powers of the
registrar will be changed, although I believe he had plenty of powers before. The reserve
fund is a new one to come up.

My point is that with further consultations with the credit unions this may not have happened.
I said before that the credit union representatives went to a meeting last Tuesday and thought
they had until last Friday to make comments on the information that had been given. The
Government is not going to kill credit unions in this State because they have served us very
well. There have been 40 or 50 credit unions in this State and one or two have gone wrong.
That is no reason to have an overkill situation because once that structure is destroyed the
people go other ways and the kinship and unique characteristics of credit unions will be lost.
The more I read about them, the more I believe credit unions are very worthwhile. I have
been on a learning curve on this, and I think the Leader of the House probably has as weUl. I
have learnit a lot by talking to these people. I met with the directors the other day and
discussed exactly how they operate. It is sad that one or two credit unions have got out of
control for the wrong reasons -- not for any personal benefits. I do not think they got any
benefit at all for what they did. They made a very big society and probably tried the best for
their members but they should have been more prudent in what they did.
It seems that under the Bill it may be very difficult if not impossible to form new credit
unions because of the capital requirements, and I would like to hear the comments of the
Leader of the House on that. That would be a pity, as certain firms, organisations, or unions
might feel they would like to have a credit union. They should be assured they can form
them in the future because they have grown up in our society. It is a bit like our school days
when we all had a Commonwealth Bank savings account. Everyone at State schools did.
Everyone signed up and that is how the Comrmonwealth got its customers.
An Opposition member interjected.

Hon MAX EVANS: The member was at Guildford Grammar School; I was at Thomas Street
State School.

Hon J.M. Berinson: I was at Highgate.

Hon MAX EVANS: And I will bet the Leader of the House had a Commonwealth Bank
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account. We all did it. It was an accepted part of life, and when one was 20 or 30 one found
in his bottom drawer a bankbook that said he had five pounds sixteen shillings and one
penny. One would go along and get it updated, get a few dollars in interest and close the
account. It was part of the institution of this State. And members ought to see the
membership of credit unions the same way. They are very much a part of society in Western
Australia, and have been a very successful part. I do hope the legislation still enables credit
unions to be formed.

There should be a right of appeal with respect to the powers of the registrar. I[understand the
Government will tighten up the legislation that was there before so that the Government can
take unilateral action to make the financial institutions do something they would not
otherwise do. I do not know whether the Government has made many changes there, but it
has tightened it up. There are alternatives -- one can put in an administrator or a liquidator.
There could not be a receiver for a credit union because no-one is holding any security.
Credit unions can be transferred from one to the other; this has been done before, and the
Treasurer may be able to expedite such amalgamations. I am worried that this may not be
done in a prudent manner -- for example, a weak credit union may be merged with a strong
credit union, but one would have to be very careful of the effect that might have on the strong
credit union. In saving the weak credit union, the strong credit union might be made weaker.
I do not think that is the answer for the credit unions in this State, particularly when one
considers the small size population. I do not anticipate that there will be any more problems,
and such credit unions would be able to be merged. The ft & [ Bank has a huge structure,
and the money could be deposited there. The Swan Building Society could be absorbed by
the Home Building Society; I have not checked the ratio of one to the other but I think
because one is large and the other small, there is a good margin because the losses were
indemnified by the Government.

It appears that credit unions may not always remain credit unions. They may become
financial societies; building societies will always remain as they are. I believe that the
biggest problem is that this legislation has not addressed the problem which occurred in the
past. The legislation will patch up the problem, but basically the whole thing came about
because of lack of surveillance. We need some assurance from the Treasurer and from the
registry officer per se -- it will not be a new one; it will be the same Act, the same staff, and
so on. However, there should be better controls and better reporting; someone should know
what is going on. All these changes to the legislation -- the Liberal Party does not like all of
them but we do not oppose them -- are right in principle. However, unless the Government
can assure us that the shortcomings of the last few years, where controls were not
implemented -- the Act said that the size of loans could be limited and the rate of interest and
so on -- are overcome, we will not be satisfied. There will be a new registrar, and there will
be inspectors; but we must be assured that they will keep a tighter control in the future. If
they go to reserve funds, there should be a statutory body to look at those funds and the
performances of the credit unions in order to protect the funds.

The Government should have an early warning system through the registry office. That
office should advise the Treasurer of what is going on. The taxpayers cannot keep picking up
these lame ducks and problem children; the cost is too great. We do not want to be governed
by Press releases which say, "Here we've got the legislation which will solve all the
problems", because that will take us back to where we were before, when the Treasurer did
not administer it properly. Such Press releases give good headlines; but our only interest is in
the public purse. Administering the Act is the most important; not terrific headlines which
say, "it will never happen again", because it will happen again if the Act is not properly
administered.

All these changes will not make any difference. There was enough legislation in the past to
prevent everything which happened; the legislation the Treasurer wants will only help bring
about mergers. The Treasurer could not have forced a merger of the Teachers Credit Society
with any other credit union in the State or any other business in this State; the Treasurer could
only have done what he has done; he could not have forced a merger because of the Teachers
Credit Society's sheer size. The Treasurer has that; there are the non-withdrawable shares,
which only appear to solve the problem. However, if they do not have prudent management,
and watch what they are doing, the Treasurer will again have problems. The Treasurer
knows he has had problem and he wil have more if the Act is not administered
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properly. All the Press releases in the world will not salve the problem if the Government is
not working hard.

I commend the Government on the working party's report. I think it is a tremendous
document which gives a good history of the whole situation and good recommendations
about what should be done. My only criticism is that it has not addressed itself to the real
problem at the right time, but it picks up quite well on the ratio problems of these credit
unions -- in other words, why fixed share capital is needed to source the funds to cover the
cost of assets, such as the purchase of buildings, furniture, and other fittings. As the
Treasurer would realise, one cannot buy fixed assets on short-term loans. A lot of these
building societies bought large buildings which they would eventually make a profit on, but
they do affect the whole liquidity ratio if there is no fixed capital. With non-withdrawable
capital, one should look at tie funds to build up, and to lease the funds for one's fixed assets.
The only fixed assets these building societies start off with is the $ 10 per member.

Building societies have all the risks of normal business; they have loan losses -- there is no
doubt about it; if they do not expect losses, they should not be in business. They will have
normal losses and changes of circumstances, such as changes to interest rates during the year.
They may have investment losses; they buy securities as a pant of their statutory form and
liquidity reserves -- they may have losses there. They will have operating losses; that is, if
their overheads are too high.

It was interesting to read the other day of the massive sacking of the staff of the Laurie Potter
Group. One wonders why they were not sacked the week before if the group had losses of
$6.5 million, financed by the Teachers Credit Society last year. However, because someone
was funding the group on overdraft nobody said, "Stop", because it was being funded.
Everyone believed the problem would go away, but such problems never do. Building
societies will have losses from increased competition; other losses may result from the
destruction of assets, legal proceedings, or losses of key employees. I do not think these
happen here; I do not think the Swan Building Society was influenced by such things -- it was
influenced by fraud. It had one very bad debt; but it also had major fraud losses to which I
will refer later. The working party noted that a market-orientated legal framework would be
needed to reorganise; we have non-withdrawable capital. The working party's comments are
valid and we will wait to see how they go.

Credit unions can be converted to banks. I think that is unlikely now that bank rules have
been changed. However, they could be convented to banks under the present legislation.
Under "subsidiaries", the working parry refers to the fact that the narrow range of activities
under the original legislation was intended to ensure that members' funds were not put at risk
in speculative ventures. They went into various businesses, including travel. I think they
made a profit last year while the Teachers Credit Society carried forward a taxable loss over
the last few years, which must mean that one of its subsidiaries has some future tax benefits.
They must watch these because they do not have the funds to go into risk ventures. As the
report says, the original legislation was intended to ensure members' funds were not put at
risk in speculative ventures. Once again the directors of this organisation should always have
been aware of the fact that the money they were looking after belonged to their feliow
members of the cooperative. I wonder how these directors could have looked in the face their
fellow teachers and friends in the society, whom they were putting at risk. Maybe they did
not think they were at risk- It is quite strange that they were not asked by their friends
because I am sure some of them asked, "Gee, what is going on here?"

Hon Garry Kelly: They were not doing their job properly.

Hon MAX EVANS: They were probably doing a good job within their capabilities.
However, they should have been tougher. They allowed too much money to go out. It
seemed a good idea to loan more money; after all, they were in the business of making
profits. One or two of them were really not doing the job properly, but most of them were
probably doing it very well.

Under the heading "Prudential Requirements" the working party report, in paragraph 5.2.1
states --

The Registry monitors the activities and consults with the boards and management of
permanent building societies and credit umions.
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It is bard to believe that things could happen the way ihey did if that was carried out. ALl
credit unions, except the Teachers Credit Society, had similar accounting systems with
similar computer programmes. I have been told by the experts the system is a very good one.
It provided up-to-date infon-narion on their profitability, and it worked out the contingent
liabilities on slow-paying debts. An audit package allowed the auditors to pull out all of the
bad debts and the slow debts, the statutory ratios, the statutory reserves and the liquidity
ratios. The registrar's office should have employed skilled people such as professional
auditors to go to credit unions at any time and run an audit package to obtain the information
they required. I understand that was done rarely because I do nor believe the officers were
equipped to do that sort of job. It was the registrar's job to employ the right sort of people to
do that job. He should have been aware of the need for it and the tools available to do the job
because he was there to monitor it.

The Teachers Credit Society was a completely different proposition. It had a completely
different computer system. I am not sure what were its auditing packages for internal audits
to be carried our. However, the other societies could be monitored regularly to find out
whether debts were secured, or partly secured, for instance, That information would come up
on the computer information package.

Paragraph 5.2.2 states --

The day-to-day management of permanent building societies and credit unions is the
responsibility of the boards of directors and other officers of the societies or credit
unions. There is no substitute for good management and it is the directors'
responsibility to ensure their institution adheres to legislation as part of its normal.
business procedures for the prudent management of depositors funds.

That hardly needs stating. As Hon Garry Kelly said, maybe they were not doing their job
properly. They were not paid well. I think the Teachers Credit directors were paid 1 12 000.
That is not a lot for the rime and effort that they put in. I think the treasurer, Barry Markey,
would have put a lot of time into his job, although I believe the manager, Alex Clark, had
carte blanche to do whatever he wanted to do.

Paragraph 5.2,2 continues --

Prudential requirements are merely the minimum standards of conduct for the
management of depositors' funds. Those standards cannot and do not guarantee that
sufficient liquidity will be available to meet day-to-day demands for cash withdrawals
nor are they a guarantee against losses from day-to-day trading. They are the
minimum standards to be followed in conjunction with sound management practices.

I emphasise that point to the Leader of the House. We want that confirmed because that is
more important than anything else. We need to know that the minimum standards of the
prudential requirements are enforced because the future of these organisations will need
supervision and control not by the Minister's department because I know it is not his
responsibility, but by the Treasury Department, which has the responsibility to see that these
requirements are complied with. The words stated by the working party are so true. Sound
management practices were not being complied with when a society loaned amounts totalling
$34 million on capital of $8.5 million. That is not prudent management. I wonder how it all
happened.

The document talks about net worth. The Reserve Bank specified a capital ratio of six per
cent including the share capital. Six goes into 100 approximately 17 times which allows for
gearing ratio of 1: 17. Members may recall that the Teachers Credit Society had capital of
rouighly.$8 million on loans totalling about $550 million which gives a multiplier factor of 70
times. Prudent bank management, as I said earlier, required a factor of 17 times.' Why- did
the registry not pick that up?

The working report states further --

This method of using previous year-end assets as the denominator has three
undesirable effects.

I have mentioned that before and the Minister is well aware of it, I think the credit union
association, the national body, is also aware of this. As I said earlier, the national body is
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embarrassed by the Teachers Credit Society in this State. It is bigger than any other credit
union in Australia and it should have foreseen what was going to happen, just because of its
sheer size.
The document continues -

there is inadequate discipline imposed ott boards and management to generate the
sufficient net worth to cover assets as they axe required.

The working party is looking back and saying, "If there is no discipline, you must make
profits. We will just drop the standards. You don't have to keep up the statutory reserves.
Instead of lifting your profits or changing your position to meet your statutory reserves, we
will drop the statutory reserves so you can comply."
I would like the Leader of the House to comment on the contingency liability provisions.
Comments have been made to me that the requirements are tougher than before. The
document states that they must make a contingency reserve for 50 per cent of the outstanding
balance where an amount is unpaid for a period of three to six months, and 75 per cent of the
outstanding balance where unpaid for a period of six to nine months. There is automatic
provision for the debts in the computer.

Hon J.M. Berinson: What are you asking?

Hon MAX EVANS: I gather that the new provision in the Bill is a lot tighter and tougher. If
it is not realistic, though, the societies will create paper losses because it will create an
incorrect provision for doubtful debts on the basis of unpaid accounts.
Hon J.M. Berinson: Are you expressing the view that it is excessive?

Hon MAX EVANS: It has been suggested that the percentage being used is very high and it
will give a false picture on the monthly or quarterly accounts of the credit union. The
computer will work out the provision for overdue accounts. It has provision for doubtful
debts which come out of profits as the Minister knows.

Hon J.M. Berinson: Do you agree with that view?

Hon MAX EVANS: No. Contingency provisions are in the Bill already. I am not certain
that they have all been picked up. The comment has been made by the credit union
association that the figure for the percentage is higher than before and should be looked at.

Hon A.A. Lewis: I don't think the Leader of the House understood that. Explain it again.

Hon J.M. Berinson: I am not having any trouble understanding the indications of the
problem. I am asking Mr Evans whether he is relaying the association's view or whether he is
supporting it.

Hon MAX EVANS: I am relating the association's view. [ could not pick this point up in
the Act earlier. Provision for amounts of 50 per cent which a-re overdue for three months is a
very hard provision to include in the regulations. It may not be for commercial loans, but it
will be for the average business that a cooperative credit union does with other customers.
The customer could be on leave and could be behind with a couple of payments. The society
should automatically create a contingency-loss provision to rake account of those delays. I
believe that with ordinary prudent businessmen, that is a lot. If a company structure were
involved which received tax deductions for a provision for doubtful debts, that would be a
different case. If no tax deduction is received for doubtful debts and it is too high and it
would affect the true and fair provision in the accounts if the provision for doubtfu debts
were unrealistically high.

I have been looking at two separate issues in recent times. I recently moved a motion in this
House calling far a Select Committee to inquire into the Teachers Credit Society, but that has
nothing to do with the Bill. My motion refers to the indemnity by the State Government to
the ft & I Bank, the cost and its effect on the State's revenue, and the circumstances which
have led to that. This legislation will not change that situation at all. The investigation by the
R & I Bank would provide some information but not about what can go wrong and the
prudential requirements for these bodies. An investigation by the Corporate Affairs
Department into the Swan Building Society will look only at the machinery of what went
wrong. I want to know more than that and why these things were allowed to happen; that is
the purpose of the proposed Select Committee.
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This Bill was the result of a lot of work by that working party. I thank Hon Neil Oliver for
requesting a copy of the working party's report and the Leader of the House for producing it
today, because it helped me to understand some matters. I thought it should be brought to the
attention of members because basically it is a sound report. My only comment is that there
should have been more consultation with both industry groups when the first draft of the
legislation was done. However, time was against the Government and the pressure was on
because of the failure of the Laurie Potter Group. We have important legislation to control
the industry. This legislation is a major change, and it should be very carefully looked at for
the reasons I gave earlier.

If the Government wished to consider the legislation further, it could put through special
legislation dealing with the Teachers Credit Society situation, setting our what it wants to do
with regard to the society and the R & I Bank. [ warn the Government not to move too fast.
We are led to believe that this Bill will solve the problems of the Teachers Credit Society and
the R & I Bank, but I do not believe it will. If the Government wants quick relief it should
introduce legislation to exempt the Teachers Credit Society from the Act so that the
Government can make unilateral decisions with respect to changing its structure, if necessary.
I believe that structure will have to be changed somewhere along the line. I support the
attempt to upgrade the legislation applying to building societies and credit unions. It is
timely and necessary, but it will not solve all the problems if the registry office does not
improve its performance.

The problems of the Teachers Credit Society were largely the result of lack of control and
supervision and not as a result of conspiracies from outside the organisation- The Treasurer
and his Ministers were well aware of the problems of the society lung before last Christmas,
and no conspiracies were involved. The Government should look at the person who made
those allegations -- Mr Clark -- not the people he accused. It was said during the suspension
this evening that a conspiracy was involved; that was absolutely fallacious and I strongly
objected to the implication particularly in respect of me and my firm. I have great respect for
businesses and the problems caused by a run on credit. The last thing 1, my partners, my
colleagues, my friends, or my party would do is to apply such pressures. It would not help
anybody, particularly credit unions or business throughout Australia. It would not just affect
Western Australia but the whole of Australia. No-one I know would be involved in such
activities; those statements by Ministers and reports in The West Australian involving Mr
Keith Simpson and mue in connection with a conspiracy are to be deplored.

I support the legislation.

HON NEIL OLIVER (West) [9.16 pmn]: I will not retread the meticulous research and
speech of my colleague who has just resumed his seat. I cannot accept the reasons given by
the Leader of the House for introducing conjoint legislation for building societies and credit
unions.

It is interesting to look at the history of this legislation in this second session of the Thirty-
second Parliament. I said some time ago that all I could find in the Governor's speech of any
substance was a reference to the amendments to the Dog Act. At that time the Leader of the
House interjected and asked about the Electoral Act. Two Bills amending the Electoral Act
have been introduced even though there was no mention of those in the speech.

It is interesting that this legislation should be before the House at this point. Why is it
necessary for building societies to combine with credit unions? They do not have things in
common. Perhaps some of the mechanics are similar but they are involved in two different
types of lending. Without do ubt a considerable number of cash transactions are undertaken
by buildings societies in large volumes through cash cards, etc, and even more so through
credit unions which are not so much involved in secured mortgages.

I am aware, through the buildings societies' monthly newsletter, that in the last 18 months to
two years there has been a decline in the number of houses on which mortgages have been
extended and registered by building societies. At the same time the building approvals in this
State were running at record levels which surpassed those in the years of the mining boom.
Knowing that the building society movement in this State had accounted for approximately
65 to 70 per cent of all the funds for housing, I could not understand why it had dropped to
40 per cent. I made some inquiries and found that the credit unions had taken over a large
proportion of this business. I spoke to people in the real estate industry and they
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enlightened me about the wonderful bonanza they had with credit unions and the manner in
which they approved first and second mortgage advances. The warning flag was out. The
Australian ensign was already flying upside down [8 months ago but nothing was done about
it.

The other thing which concerns me is why this legislation was introduced into this House by
the Leader of the Government. The Building Societies Act and the Credit Unions Act are
administered by the Premier of this State, Hon Brian Burke, in his capacity as Treasurer of
Western Australia. This has never happened before while I have been in this place and now it
has occurred twice in one week. We have already had it once in relation to the Electoral Act
and now we have it in relation to the Acts Amendment (Building Societies and Credit
Unions) Bill.

Is it that the Treasurer of this State has not the capacity to introduce the Bill and move it
through all the various stages with all the necessary amendments, so it could come there with
all the amendments int place? Minor debate may ensue, but the numbers would be there and
one could be certain that the Bill would pass in the other place. There would be a minimum
of input, pressure or requirements on the Treasurer who is responsible for the administration
of this legislation.

It is a curious question. It is a curious situation. I would be very interested to know what it is
about. Why is there this departure from the Westminster system where Ministers of the
Crown handle Bills in accordance with which Acts of Parliament they are responsible for
administering, and for which purpose they are sworn in by the Governor General?

The next point is: Why at this time? Is it opportune? We have a major problem with a credit
union in this State, which is very unfortunate. How did it come about? The Treasurer of this
State arranged for the salaries of the teachers of this State to be imtmediately transferred from
the Treasury, from the allocations of the Education Department, direct to the Teachers Credit
Society. That Teachers Credit Society became the largest credit union in the entire continent
of Australia, yet when we come to consider the legislation -- after the horse has bolted -- the
very man responsible for it is not here to face the music. What is it about? It is happening in
a week when we have got a by-election. What is the connection with that? Does that mean
that the South West Times will run an article with banner headlines on Friday morning, or will
it be Saturday morning? What is proposed? I would be interested to know because I am
certain this by-election is involved in some way. There must be a reason for this great rush
and sheer panic to get this legislation into Parliament.

The Bill was introduced into this House last Tuesday and I was unable to get a second copy
of it until around 4.30 pm on the Thursday. The reasons I were given was that the
Government Printer had not printed sufficient copies, or sufficient copies were not available,
yet this is a major item of legislation. The House had adjourned. Many of the country
members had already dispersed. I do not know how they obtained additional copies to
distribute to credit unions and building societies for their comments. Although I asked for
additional copies the moment the Bill was introduced on Tuesday, I was told they would
become available on the Wednesday. When I asked for them on the Wednesday I was told
they would be available on the Thursday morning. I came in to get them on Thursday
morning and was told they would not be available until Thursday night.
Why the haste, when we are actually dealing with this legislation? The horse has already
bolted.

A member interjected.

Hon NEIL OLIVER. I could not agree more with the Leader of the House as to its
importance. Is the Government worried that there is going to be another collapse in the next
24 hours?

Hon J.M. Berinson: Why should you speak like that, Mr Oliver? What good purpose is
served by talking like that?

Hon NEIL OLIVER: The purpose of my question is to know why there is this strange
departue from normal procedure with a major Bill containing 88 clauses. The Government
has an enormous amount of amendments on the Notice Paper and [ have two or three to add
myself. The Government has been involved in very detailed discussions with the credit
industry. Those discussions have been hasty because they have had to read the fine print.
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Hon J.M. Berinson: Mr Oliver, do you not believe that the experience with the two credit
societies in particular justifies urgent action?
Hon NEIL OLIVER: I have already complimented the Government on the need for this
legislation in my opening remarks. I realise that the amalgamation will no doubt take effect.
[ note that legislation is -- I am not going to call it retrospective -- to take effect on the 13th of
this month which is when the Leader of the House stood in this House and delivered his
second reading speech. I understand the importance of the Bill. What I am interested in is
why was it not introduced through the normal process?

Hon J.M. Berinson: I thought you were questioning the urgency of it.

Hon NEIL OLIV'ER: That is all paramount because it will pass in this House and no doubt
will pass to the Legislative Assembly. The Legislative Assembly will sit on Friday in order
to ensure that it is passed, and I presume there will be a special meeting of the Executive and
Council on Friday afternoon to enable this Bill to be proclaimed.

Hon J.M. Berinson: You have a vivid imagination, Mr Oliver. None of that is proposed.

Hon NEIL OLIVER: [ hope the Bill will not be delayed in the other place next week. I hope
it will be expedited because it is not our intention here to delay its progress. I know it has
been a difficult task for us, but we have always been prepared to speak to the Bill and spend
as much time as possible on it in contributing to the debate, and in no way hinder its passage.

What concerns me is that this particular Bill, as I understand it, has been prepared in what is
called the Department of Policy and Secretariat -- the Premier and his Cabinet. I have had
some dealings with the members of this body before and I found them to be very vague and
evasive with questions and, frankly, not committed to putting things in writing. So, knowing
the experience I have had in the past in this area, it does create a concern for me about the
tine print in this Bill and the speed with which it is passing through the House. This is the
House where it should be reviewed, having already been through another place.

Hon J.M. Berinson: That is what is happening now.

Hon NEIL OLIVER: I amt concerned about the role of the working party, and that is one of
the reasons I put the question to the Leader of the House yesterday. Who is the chairman?
Who are the members? What is their experience? It places great emphasis on the manner in
which this legislation was drafted. It is in this area of the policy secretariat that my first and
only experience was a total and absolute disaster. I hope that my previous experience will
not be repeated; indeed, I do not think it will be -- I think it would be physically impossible.

Hon J.M. Berinson: Since you asked the question yesterday 1 have checked on the
membership of the working party. Only one member came from the Department of the
Premier and Cabinet, and I will be happy to provide in my reply the details of the other
members of that group.

Hon NEIIL OLIVER: I thank the Leader of the House for that, because it is one of the areas
about which I am concerned.

I will refer briefly to the second reading speech. It mentions that these recommendat ions
reflect progress to date of the working party, and that further recommendations will need to
be considered at a later time. I can only presume from that statement that it is the urgency
that surrounds the amalgamation areas of the legislation.

What does intrigue me is to read further on to the fact that it is in response to the deregulation
of the financial markets and in particular the banking sector, and that it was a Government
decision in October 1986 to establish this working party. October 1.986 was when the
Government decided that it should respond to the proposal to deal with the fiancial markets;.
yet that was announced in the Campbell report in 1982. although Mr Keating would not
accept the Campbell report and commissioned what was called the Martin report, which was
concluded in 1983 and came up with exacdly the same answers as the Campbell report. So!I
can hardy see that the Government or its working party, expeditiously or with the approval
of the Government, came to the incredible decision in October 1986 that there had been some
deregulation of the financial markets.

I also may have the opportunity through the various pieces of information provided by the
Leader of the House to examine the terms of reference of the working party, which were very
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wide-ranging- They placed special emphasis on prudential standards, mergers, and
amalgamations. Of course, these things. will be gone into more thoroughly during the
Commrittee stage.
In my opening remarks I referred to the dissimilarity between permanent building societies
and credit unions, and therefore I do not believe they function as similar institutions and that
where possible the same standards should apply. There are some areas in the control of any
financial institution, be it a full bank under the Banking Act, a merchant bank, a financial
company operating nationally, or a credit union, a Starr Bowkert society, or a tenminating
building society. A multitude of people in this country are involved in what we call our
securities industries, and that even takes into account the sharebroking component of the
securities industries. They do have similar functions by virtue of the fact that they handle
large volumes of money but, frankly, that is where much of the similarity ends.
In fact I am surprised to see that this statement follows up the fact that building societies are
required to have a 12.5 per cent liquidity while credit unions are to lift their liquidity to 10
per cent. If there is any similarity between the two of them, either the credit unions should
have it higher or both institutions should have it at the same level. I would like the Leader of
the House to advise us what the difference is. If they are similar, why are building societies,
which tend to lend long term, placed in the category of credit unions which tend to lend short
term and provide ready withdrawals from the automatic telling machines?

1 rum now to the historical reasons and the association of building societies and credit unions
with the household sector. I presume it is basically because they are providing consumer
credit. Of course, the building societies are very much in the long-term mortgage market
rather than the general cash turnover market of the credit unions. But the second reading
speech goes on to say -- and this is particularly important -- that the institutions must retain
public confidence to survive. I could not agree more. These institutions are very much a part
of the public life of Western Australians, and it is indeed very important that they retain
public confidence in order that they may survive. But with all due respect to the
Government, in recent times these institutions have done a remarkable job of weathering the
storm.

I am not one to speculate in the area of lending institutions that may in any way affect their
liquidity because it does not matter how strong an institution is. in any country or in any
State, the spreading of rumours and any decline in public confidence will be an
embarrassment to it, irrspective of its capital base. We saw that yesterday with the United
States Reserve Bank's move into the capital markets and the stock markets in an attempt to
reduce the slide in the Dow Jones index and all that surrounded the euphoria of yesterday's
market.

Hon J.M. Berinson: I thought it was despair rather than euphoria.

Hon NEIL OLIVER: It could be despair but it is quite amazing that when one reads the
newspapers and sees how well the television deals with these matters, one realises that there
were a lot of sellers yesterday. When one sells something, there are always buyers because
one cannot sell unless one has a buyer. Yesterday there were a lot of buyers around. I have a
lot of regard for the Leader of the House; he is a very astute investor. There is no better time
to buy than when things are down and one is cashed up.
Hon S.M. Piantadosi: Were you a buyer?

Hon NEIL OLIVER: I am sorry, I do not intend to disclose the discussions I might have had
with the Leader of the House on private matters regarding our investments. We already have
a requirement to disclose all sorts of things and I do not intend to comment on that this
evening. If I do so, I will probably run into difficulty because it is irrelevant to the B ill.

I refer now to the role of the registrar. I believe that int the Committee stage there will need to
be a closer examination of this matter. There are many instances where the role of the
registrar is all-powerful. In fact his power almost surpasses that of the Governor of the
Reserve Bank. In one instance he even breaches the Companies Code. While I have been
more specific about the role of building societies, I would like to place on the record that in
the other Australian States the view has always been held that building societies in Western
Australia had grown too fast and had exhibited innovation in their approach to housing,
which other, more conservative -- if they could be called that -- building societies in other
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States would not care to try. However, Western Australia has been very fortunate. It has not
had the support of the State banks, particularly the savings banks. This was referred to by
Hon Max Evans when he spoke of the Commonwealth Savings Bank. The second largest
bank in the country is the State Bank of Victoria, more commonly known as the State
Savings Bank of Victoria; similarly, we have the State Bank of South Australia and the Rural
and industries Bank of New South Wales. These banks, through their credit finianciers, have
had a major impact on housing in those States. There are people in those States who would
not own their homes collectively if the level of home ownership was not due to the activities
and success of those State banks.

Western Australia has been less fortunate. Although the Commonwealth Savings Bank was
mentioned earlier, it has never taken the role of a State bank. yet the Commnonwealth Savings
Bank is recognised in the Statutes there as being the State bank of Queensland. Therefore we
in Western Australia have somewhat had to fend for ourselves. It is on that basis that I want
to pay tribute to successive Governments, including the Tonkin Government, which came
forward with some very advanced reviews of building society legislation. Legislation was
adopted in Parliament during the term in office of the Tonkin Government and during the
terms of successive National Party-Liberal Party Governments. The role of building societies
has resulted in the provision of a very high level of home ownership in Western Australia
under lending conditions that are equalled nowhere else in the Commonwealth. Their record
and their ability to weather the storms of credit squeezes and the problems of the money
market have shown them to be expert commercial bankers. I believe it would be remiss of us
not to pay recognition to that role. It is for that very purpose that I do not see why They
should be joined together in a Bill with credit unions because I believe that there is no
similarity.

I refer to the proposal to repeal the requirement of an advisory committee. We have had
some 10 or 12 building societies in WA. There was no doubt very much a role for a building
society advisory council to the Minister for Housing, as it was, and might one say that as we
have now reduced the number of building societies in this Stare to five or six, the council's
role may have diminished. However, if one cares to examine the role of the registrar of
building societies, who is supplanting the role of the Minister and can make decisions without
referral to the Minister, I believe that one would find it inappropriate to repeal the building
societies advisory committee. A registrar acting in isolation within the Treasury in this
particular case, having now been moved from the position of State Housing Commuissioner,
needs to have consultation with a committee such as that which is currently contained in the
Act. I oppose the repeal of that and I trust that the Leader of the House will support me in
that.

I would like to pay a tribute to Bruce Brotherson, who was the registrar of building societies
in Western Australia. He presided over the enormous growth that occurred in the funds
which became available to building societies. in addition, he assumed the role of credit union
registrar, at one stage very reluctantly, during his term there. We saw growth, solidarity and
none of the problems that has occurred over the past six months and which were evident over
the past 18 months. I look forward to hearing from the Leader of the House when he replies
to the second reading debate and int the Committee stage of the Bill.

Debate adjourned, on motion by Hon Fred McKenzie.
House adjourned at 9.50 pm
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QUEST IONS ON NOTICE
EDUCATION: UNIT CURRICULUM

Staffing Formula
365. Hon NEIL OLIVER, to the Minister for Community Services representing the

Minister for Education:
Is the 1987 staffinig formula to be revised to enable the department's
programme unit curriculum to be successfully introduced in the calendar
year 1988?

Hon KAY HALLAHAN replied:
There has been no alteration to the standard formula by which secondary
schools have been staffed. It is considered that the unit curriculum can be
successfully introduced within the provisions of this formula.

CHARITABLE ORGANISATIONS: INCORPORATED
Lotteries Commission Funding

376. Hon P.G. PENDAL, to the Minister for Sport and Recreation representing the
Minister for Racing and Gaining:
(1) Is it correct that the Lotteries Commission will only grant financial

subsidies to community organisations that are incorporated bodies?
(2) If so, could she explain how subsidies were granted to --

(a) the Marra Word Word Aboriginal Corporation;
(b) the Alcoholics Recovery Rehabilitation Centre at Mandurah;
(c) the Leeming Senior Citizens Retirement Village,

none of which is an incorporated body?
Hon GRAHAM EDWARDS replied:
(1) No.
(2) Answered by (1).

HAZELMERE HERBS
Prestige Brickworks: Fluoride Emissions

379. Hon NEIL OLIVER, to the Minister for Community Services representing the
Minister for Environment:
(i) Has the Environmental Protection Authority been approached by or has it

approached Hazelinere Herbs, a major supplier of herbs to restaurants,
located at 64 Talbot Road, Hazeirnere, in regard to the proposed brick kiln
on the former Midland abattoirs site?

(2) If not, can the Minister give an assurance that there will be no detrimental
effects to the produce sold from the property for human consumption due
to fluoric acid emission from the brick kiln to be constructed on the site?

Hon KAY HALLAHAN replied:
(1) No.
(2) Yes. The conditions I have set on the project will ensure that ground level

concentrations of fluoride are 25 000 times lower than accepted
occupational health standards. At these concentrations, no detrimental
effect is anticipated to plant species generally. In the event that any
particularly sensitive species is affected, the EPA would immediately
require the brickworks to reduce fluoride emissions.-
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QUESTIONS WITHOUT NOTICE

COMMUNITY SERVICES DEPARTMENT
Advisory Staff

209. Hon W.N. STRETCH, to the Minister for Community Services:

(1) Does her department have advisory staff working in the agricultural areas
now? I asked a similar question some months ago in regard to the north
eastern whearbelt.

(2) If so, how many, and are they working with organisations such as Agcaire
which is a voluntary group trying to offer community support to people in
bankruptcy or extreme stress and other situations?

Hon KAY HALLAHAN replied:

(1) As a result of the crisis in the rural sector last year, the Department of
Community Services had all its staff go through workshops and training to
sensitise them to the needs of people in the area to which Hon Bill Stretch
referred.

(2) I cannot answer the question about Agcare, but I presume that if it is
involved in the community in providing services there would be inks with
the department. That would be the 'usual thing to happen. With regard to
particular financial problems, a counsellor attached to RAFCOR has done
an excellent job. A senior social worker, Cathy Stevens, has been very
accessible to people and families with financial difficulties and assisting
them in getting access to the relevant support and services they need.

EDUCATION: HIGH SCHOOL
Pinjarra: Land Allocation

210. Hon B.L. JONES, to the Minister for Community Services representing the
Minister for Education:

Will the Government honour its undertaking to set aside land for a
proposed new high school in Pinjarra?

Hon KAY HALLA H-AN replied:

I thank the honourable member for prior notice of the question.
Yes, the Minister for Education has informed the Education Department to
begin the process of setting aside a site for future high school development
in Pinjarra.

The member will be well aware that the Govemnment has allocated
$1.3 million for much needed upgrading of the school. It is therefore not
proposed to shift to another site in the immediate future. But in accordance
with a pre-election undertaking, the land will be a provision for further
development and expansion as Pinjarra grows.
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