
Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
The Committee asked:

1) In 2019-20, did your agency receive a qualified audit or  matter of significance  or an 'emphasis of
matter' from the Auditor General:

Answer: No. The Department of Treasury received an unqualified audit opinion from the Auditor
General in 2019-20.

a) If so, outline the reason and your plan to remedy the issue by 2020-21?

Answer: Not applicable.

Minister s initials



Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
The Committee asked:

2) With respect to the Voluntary Targeted Separation Scheme:

a) Have all separations been completed; and

b) If not, when do you expect the remaining separations to occur?

Answer:
Separations to date total 2,645. As detailed in the 2017-18 Annual Report on State Finances, a total
of 2,311 separations were finalised by 30 June 2018 when the Scheme closed to most agencies
(see pp. 13-14). A further 163 police officer separations and 82 education sector separations were
finalised in 2018-19 as part of targeted programs in these areas. An additional 390 separations are
expected to be achieved in the Department of Communities via the machinery of government
(MoG) changes and as the State completes its transition to the Commonwealth-run National
Disability Insurance Scheme (NDIS), with a total of 89 of these separations finalised in the last half

of 2019-20.

(a) No - an estimated 301 Department of Communities separations are expected to emerge

through the MoG and NDIS transition.

(b) The provisioned costs of these separations (totalling $31.5 million) are reflected in Item 34
(Treasury, p. 151, Volume 1, 2020-21 Budget Paper No. 2) and are currently assumed to be
completed by 30 June 2021 with an allowance for any residual costs to be paid in 2021-22.
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

1) I refer to Administered Transactions on page 151 (BP2) and I ask:

a) What does Item 22, Provision for unfunded liabilities in the Insurance Fund relate to; and

b) Why has 2020-21 budget estimated increased to $15 million compared to last years budget

estimate of $2.6 million for the same year?

Answer:
a) This item provides for centrally funded emerging costs of the Government Insurance

Fund (GIF) from claims that are settled each year.

The partly funded GIF was replaced on 1 July 1997 by the fully-funded RiskCover scheme and
is indemnified by the Government of Western Australia through the assumption of the liability

for deficits relating to the GIF. The Insurance Commission of Western Australia (ICWA)
manages the unfunded GIF liabilities of appropriation-supported agencies that accumulated
prior to 1 July 1997. Eligible claims are paid on an emerging cost basis by ICWA and then
recouped from the Consolidated Account through this item.

The duration for which these claims will continue to exist is not clear but they are considered
to be long term (i.e. measured in decades) as they predominantly relate to long running
matters such as asbestos exposure for public sector workers and, since the Royal Commission
into Institutional Responses to Child Sexual Abuse, civil litigation claims relating to abuse at
facilities operated by government entities or former entities at the time when the incidents

occurred.

Reimbursements to ICWA depend on the financing and timing of claims, which can vary
significantly from year to year. Forward estimates for the Budget are based on long term claim
trends for existing liabilities, together with an estimate for emerging liabilities.

b) The increase in the 2020-21 Budget estimate ($15 million) compared to the 2019-20 Budget
forecast for 2020-21 ($2.7 million) reflects an increase in the provision for abuse claims based

on increasing civil litigation claims that began to emerge in late 2019-20.
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Legislative Council Sta ding Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

2) On page 155 of Budget Paper 2, it is stated that "Given the risks and potential for conditions to
change rapidly, Treasury will continue to closely monitor the economic impacts of COVID-19 and

advise the State Government accordingly":

a) Is Treasury also evaluating the following risks to the State economy:

i) climate change (including extreme weather events, sea level rise, stranded assets,

international imposition of a carbon price and so on);

ii) another pandemic (in addition to a possible second wave of COVID 19);

iii) international conflict;

iv) biodiversity loss;

v) other (please specify); and

vi) cumulative risks of combinations of the above (please specify);

b) How does Treasury identify issues that should be assessed as risks to the state economy;

c) What methodology and evaluation methods does Treasury use to evaluate the risk to the

state's economy that these issues pose;

d) Is Treasury evaluating the short, medium and long term risks to the state's economy of the

above; and

e) If other risks are not being assessed, why not?

Answer:

a)
(i) Work has commenced on a public sector approach to assessing and reporting climate

change risk and understanding its impact on government agency costs. Whilst there is no
modelling on the broader economy, Treasury will continue to monitor ongoing policy

development.

(ii) The most likely future pandemic is considered to be a second wave of COVID-19 (see
Budget Paper 3, page 54). Any further pandemics would be assessed in a similar manner,

subject to information on the nature of the pandemic.

(iii) Treasury directly monitors international conflicts that may have a potentially substantive
impact on activity (for example, the trade conflict between China and the United States)
and indirectly through monitoring of commodity prices, exchange rates, interest rates
and trade flows that can be affected by international developments.

(iv) There is no Treasury modelling specifically highlighting biodiversity loss. Economic
impacts will be considered as they are highlighted by relevant agencies.
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b)

c)

d)

e)

(v) A range of risks are internally considered across all areas of the State s economy (such as
household and business spending, population growth and labour market conditions).
Treasury continually advises the State Government of emerging risks, including when new

data or information are released.

Key risks to Treasury s annual forecasts are disclosed in the 'Risks' section of Budget
Paper 3, Chapter 2, while revenue and expenditure risks are discussed in the 'Statement

of Risks' section in Chapter 3 of Budget Paper 3.

(vi) The number of risks at any given time are wide ranging and in many cases difficult to
measure. As such, there is no single model that quantifies the impact of these risks all

eventuating simultaneously.

Treasury continually scans the environment through monitoring of domestic and global
economic conditions; analysis of trends in data; consultation with private industry, State and
Federal Government agencies; changes in policy settings; and qualitative information (such as

media reports and research papers).

Treasury uses a variety of approaches to evaluate and quantify risks. These include scenario
analysis, modelling of scenario assumptions (for example, Treasury used the Victorian
University Computable General Equilibrium model to assess the potential impact of a China
and United States trade dispute), and revenue sensitivities to parameters (see page 55 of

Budget Paper 3).

The risks disclosed in the Budget and Mid-year Review papers pertain to the forecast period
of that publication, which is four years. However, Treasury does evaluate longer term risks that
have a material impact on certainty (for example, its analysis of the impact of the ageing of

the population and other non-demographic risks).

At any one time, Treasury assesses the most pertinent risks to the economy, which are
identified through methods discussed in 2b above. This reflects that there is often a wide
range of possible risks (on both the upside and downside). However, Treasury continually
monitors risks to the State's economy and advises the State Government as new and

prominent risks emerge.
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

3) I refer to the Operating Subsidy Payments - Item 18 to Synergy in Treasury's Administered

Transactions on page 151 (BP2) and I ask:

a) Please provide details of the increase in subsidy between the 2019-20 budget and the

2019- 20 Actual;

b) Please detail the increase in subsidy for the 2020-2021 budget estimate compared to the

2020- 21 year in last years budget papers; and

c) Please explain the increase in over $100 million per annum forthe years 2021-22 and 2022-23

compared to the estimates in last years budget?

Answer:

a) Synergy s 2019-20 cash operating subsidy receipts were $443.2 million greater than budgeted

primarily as a result of:

• COVID-19 Stimulus Measures ($311.5 million) - operating subsidies provided to Synergy
for it to meet the cost of COVID-19 stimulus measures for the WA Government Small
Business and Charity Tariff Offset and for a one-off boost to the WA Government Energy

Assistance Payment; and

• Financial Viability Subsidies ($135.9 million) - operating subsidies to fund a range of cost
shortfalls that Synergy is currently unable to recover including costs in relation to
government obligations (the Tariff Equalisation Contribution, Renewable Energy Buyback
Scheme, Feed-in Tariff scheme, and fees and charges) that it must pay, but is unable to

pass on to customers.

b) Synergy's 2020-21 cash operating subsidy receipts forecast is $782.5 million greater than the

forecast in the 2019-20 Budget due to:

• $600 Household Electricity Credit ($617.5 million) - an operating subsidy provided to
Synergy for it to meet the cost of providing a one-off $600 credit on the electricity bills of

all of its residential customers;

• Financial Viability Subsidies ($164.7 million) - refer to answer la;

• Rebates and Concessions ($7 million) - a range of minor revisions to the rebates and
concessions that Synergy administers on behalf of Government including the
WA Government Energy Assistance Payment and Dependent Child Rebate;

• WA Recovery Plan ($5 million) - operating subsidies for Synergy to deliver the Community

Energy Exchange and Renewable Energy for Social Housing projects; and

• COVID-19 Hardship Response ($1.7 million) - provided to Synergy for it to employ
additional case managers to respond to increased levels of customer hardship as a result

of COVID-19.
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c) Synergy s 2021-22 and 2022-23 cash operating subsidy receipts forecasts are $136.9 million
and $135.8 million greater than the respective forecasts in the 2019-20 Budget as a result of:

® Financial Viability Subsidies ($135 million in 2021-22 and $134.3 million in 2022-23) -
refer to answer la;

® WA Recovery Plan ($2 million provided per annum) - operating subsidies for Synergy to

deliver the Renewable Energy for Social Housing project; and

® COVID-19 Hardship Response ($1.7 million per annum) - provided to Synergy for it to
employ additional case managers to respond to increased levels of customers hardship as

a result of COVID-19.

The increases are partially offset by a range of minor revisions to the other rebates and
concessions that Synergy administers on behalf of Government which have reduced the
subsidy by $1.8 million in 2021-22 and $2.2 million in 2022-23.
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

4) I refer to Item 32 Provision for Business Case Development Fund in the Administered Transactions

table on page 151, and I ask:

a) Please provide details of which business cases will be funded from the $13 million in 2020-21;

and

b) How will these funds be allocated to agencies?

Answer:

a) As part of the 2020-21 Budget process, the Government established a $15 million business
case development fund to accelerate the development and completion of business cases and
Project Definition Plans (PDPs). Requests totalling $1,998,000 for business cases or PDFs have

been approved for the 12 projects listed in Table 1.

The residual $13 million provision for the business case development fund is yet to be

allocated to specific investment proposals.

b) The business case development fund is a Treasury Administered item. Ministers may apply for
business case funding in writing to the Expenditure Review Committee (ERC) for approval via

the Treasurer s Delegated Authority process.
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Table 1

BUSINESS CASE DE ELOPMENT FUNDING APPROVALS

Agency Project
Product

Approved
Business

Case Funding
2020-21
($ 000)

Local Government,
Sport and Cultural
Industries

His Majesty s Theatre Restoration and Upgrade Stage 3

Perth Concert Hall Redevelopment

Business
Case

Business
Case

150

250

Biodi ersity,
Conservation and
Attractions

Rottnest Island Authority - Rottnest Island Water Network -
Replacement of Existing Water Distribution Network

Rottnest Island Authority - Rottnest Island Water Production
- Reliable Water Supply and Quality

Business  
Case

Business
Case

_ 70

Zoological Parks Authority - Perth Zoo Cafe/Function Centre PDP 200

Albany Trade Workshop
Business

Case
70

Training and Workforce
De elopment

Pundulmurra Trade Expansion (South Hedland)
Business

Case
70

Joondalup Light Auto Workshop
Business

Case
70

. Communities

Establishment of an Aboriginal Short Stay Accommodation
Facility in Kununurra

Establishment of an Aboriginal Short Stay Accommodation
Facility in Geraldton

Business _
Case

Business _
Case

_ 40

Western Australia
Police Force

ajor Refurbishments and Expansions of Police Stations
Business

Case & PDP
78

Primary Industries and
Regional Development

Metropolitan Accommodation Facilities
Business

Case
1,000
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

5) I refer to the Details of Administered Transactions Account on page 166, and I ask:

a) Please provide details and breakdown of the 'Other' Commonwealth Grants Income for each

of the financial years; and

b) Please provide details of the 'Other Revenue' line Item under 'Other' on page 167 and what is
driving the increase from the expected 'Other revenues' across the same period in last years

budget?

Answer:

a) The  Other  Commonwealth grants income line item comprises Commonwealth grants
received by Treasury on behalf of the State that are not outlined in other line items in the

same table.

The following table summarises the components of this line item in the 2020-21 Budget

Statements.

OTHER  COMMONEALTH GRANTS ADMINISTERED BY TREASURY
2020-21 Budget Paper No. 2, p. 166

2018-19 2019-20 2019-20 2020-21 2021-22 2022-23 2023-24

Budget For ard Forward Forward

Actual Budget Actual Estimate Estimate Estimate Estimate

$m $m $m $m $m $m $m

Ot er Commonwealth Grants 2,391 2,956 37 383 918 571 1,116

Comprising:

National Agreements and National Partnerships for on-passing to agencies 2,359 2,686 - - " ¦ -

National Partnerships retained by Treasury 31 270 37 352 871 524 1,070

Comprising:

Natural Disaster Relief and Reco  ry Arrangements grants 9 " - 74 70 23 11

Disability Care Australia Fund grants - 20 - - 109 113 785

National Partnership on Homebuilder grants - - - 71 - ¦ ¦

Transport-related Infrastructure Projects grants 22 249 36 207 692 388 274

Provision for National Water Infrastructure Development Fund grants - - - - 47 47 47

Provision for Small Business Regulatory Reform grants - - - 32 - - "

Note: Columns may not add due to rounding.

The disclosures in this table include changes to accounting standards that took effect for
reporting periods commencing 1 January 2019 (specifically AASB '\5: Revenue from Contracts

with Customers).

Under previous standards, 2018-19 actuals included Commonwealth grants (under both
National Agreement and National Partnership arrangements) that were paid by the
Commonwealth to Treasury and then on-passed to State government service delivery
agencies. Under AASB 15, on-passed grants are no longer shown in the administered
statements of Treasury (as the Department is a simple intermediary for these grants and

exercises no control on their distribution and purpose).

The 2019-20 Budget forecasts included expectations that the grants on-passed to other State
agencies would remain as revenue recognised by Treasury. This treatment was subsequently
changed through the preparation of Treasury's audited accounts for 2019-20, resulting in

significantly lower 2019-20 outturns relative to original Budget.
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Linder the new Standard and from the 2019-20 actual, the grants that remain in this line item
are National Partnerships that are retained by Treasury (such as the reimbursement of Natural
Disaster Relief funding provided by the Commonwealth in arrears, Disability Care Australia
Fund grants that reimburse government for increased National Disability Insurance Scheme

expenses and Transport-related infrastructure grants that are provided as capital
appropriations to the Public Transport Authority for METRONET), or centrally-held provisions

for grants judged to have a high likelihood of emerging once arrangements with the

Commonwealth are finalised.

b) The  other  revenue line item comprises miscellaneous revenue administered on behalf of the

State by Treasury that is not outlined in any of the preceding line items.

In Treasury's 2019-20 Budget Statements, the amount for this line item was forecast to be a
constant $18.8 million in each of the financial years 2019-20 to 2022-23 (see table below).

This was based on receipts in prior years for miscellaneous revenue to the Consolidated

Account and other Treasurer s Special Purpose Accounts.

Treasury's 2020-21 Budget Statements includes higher than forecast revenue for 2019-20
(detailed on page 91 of Treasury's annual report, released on 24 September 2020) due to:

the return of $31.3 million to the Consolidated Account by the Department of Finance for

building lease incentives in excess of outgoings paid;

• the return of unutilised funds to the RfR Fund (from projects including the Aboriginal
Community Critical Response Fund and the Denmark East Redevelopment Precinct); and

• higher than forecast unclaimed money paid into the Consolidated Account (with this

money still subject to claims from members of the public).

Abstracting from the anticipated one-off effect of lease incentives paid into the Consolidated
Account through this item in 2019-20, the revised outyear forecasts reflect:

• the flow-on effect of the higher revenue base recorded in 2019-20; and

• a forecast two-year receipt of external contributions from local government and industry
to the State for works associated with the Port Fledland Spoilbank Marina.

OTHER  REVENUE ADMINISTERED BY TREASURY
Budget Paper No. 2

2019-20 2020-21 2021-22 2022-23 2023-24

$m $m $m $m $m

2019-20 Budget Paper No. 2,  age 156

Miscellaneous Consolidated Account Revenue 18.8 18.8 18.8 18.8

2019-20 actual:

Miscellaneous Consolidated A count Revenue 67.0

Return of RfR monies 15.0

External Contributions -

Total 82.0

2019-20 Budget Paper No. 2,  age 156

Miscellaneous Consolidated Account Revenue 67.0 23.4 26.7 25.0 24.9

Return of RfR monies 15.0 - - - -

External Contributions - 24.0 24.4 - -

Total 82.0 47.4 51.1 25.0 24.9

Change

Note: Columns may not add due to rounding.

63.2 28.7 32.3 6.2
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

6) I refer to page 154 and the Landgate Partial Commercialisation fee in the Spending Changes table,

and I ask:

a) Please provide details of $5,177 million success fee?

Answer: The $5,177 million success fee was paid to Investec Australia Limited for its role as the Lead

Commercial Advisor on the transaction. It was calculated as:
0.40% of the Upfront Proceeds for the transaction of $1,410,000,000 ($5,640,000);

- less $460,000 of payments already made by the Department to Investec that were able to be

rebated, under the contract with Investec.
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Legislative Council Standi g Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Diane Evers MLC asked:

7) The North West Shelf Grants on pi 86 show a steady decrease in grant income, falling to $255m in

22/23. On p34 of BP3 this is explained as 'largely due to lower oil and gas prices':

a) What are the forecast prices for gas and oil in the years 21/22, 22/23, and 23/24;

b) What other factors effect the North West Shelf Grants income and?

Answer:

The table below shows the forecast oil price and exchange rate assumptions from the 2020-21

Budget.

2019-20 2020-21 2021-22 2022-23 2023-24

Budget Forward For ard Forward

Actual Estimate Estimate Estimate Estimate

Exchange rate $US/$A (US cents) 67.1 72.6 72.9 72.8 72.7

Crude oil price ($US per barrel) 51.3 44.6 48.5 49.9 51.1

The text on page 34 of BPS relates to revisions since the 2019-20 Mid-year Review, not changes in
grants across years. Oil prices and oil-linked LNG prices have been revised down substantially since

the Mid-year Review.

North West Shelf Grants are impacted by:
• prices, which are assumed to increase over the forward estimates;
• the exchange rate, which is assumed to be fairly stable over the forward estimates;
• relevant sales volumes (these are assumed to decline over the forward estimates); and
• deductions (for example depreciation and operating costs on post well-head costs), which are

projected to be relatively stable.

The fall in North West Shelf Grants to $255 million by 2023-24 is explained on page 76 of BP3. It is
expected that by the end of the forward estimates period, the North West Shelf oil and gas project will
be processing higher volumes of gas sourced from Commonwealth waters which are not covered by

the revenue sharing agreement with the Commonwealth.
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Tim Clifford MLC asked:

1. I refer to the one-off $600 electricity bill credit for Synergy and Horizon Power customers:

(a) Why is the credit not being means-tested;

Answer:

The intent of the credit was to provide further support to households and the State s

economic recovery.

The State lacks the capacity to means test on the scale that would be required. It should be
noted that the Energy Assistance Payment was doubled in 2020 to direct assistance to
recipients of means tested Commonwealth social assistance payments.

Energy Assistance Payment customers received a boost of $305.25 in addition to the usual
$305.25 payment. These customers will also receive the $600 credit, bringing the total
assistance on electricity bills in 2020-21 for vulnerable customers to $1,210.50.

(b) Is there an expiry date on the credit; and

Answer:

No.

(c) Can the credit be transferred to a customer's bank account.

Answer:

No.

(i) If not, what happens to the credit if the customer doesn't use it, either partially or totally

(i.e. self-generation via solar and storage)?

Answer:

Credit balances will be portable between residential accounts of the same customer. For
example, where a customer moves house any remaining credit balance will be applied to
their new electricity account (including where the customer changes accounts from
Synergy to Horizon Power and vice versa). Otherwise, the credit balance will remain on
the customer s account until such time as it has been fully offset by the cost of their

electricity consumption.
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Legislative Council Standing Committee on Estimates and Financial Operations

Answers to Questions Prior to Hearing (Round 2)

Department of Treasury
Hon Tim Clifford MLC asked:

2. I refer to the $2500 offset for electricity bills of 95,000 small businesses, as per page 8 of Budget

Paper No. 3: Economic and Fiscal Outlook:

(a) Was any modelling undertaken on the potential energy bill savings and emissions reductions
if this offset was spent on rooftop solar or energy efficiency instead:

(i) If not, why not?

Answer:

(a) No.

(i) The intent of the $2500 credit was to offset the adverse impacts of COVID related restrictions

on small business cashflows.
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