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Hearing commenced at 2.30 pm 
 
Hon MICHAEL MISCHIN 
Attorney General representing the Treasurer, examined: 
 
Mr MICHAEL BARNES 
Under Treasurer, examined: 
 
Mr MICHAEL COURT 
Acting Deputy Under Treasurer, examined: 
 
Mr ALISTAIR JONES 
Executive Director, Strategic Policy and Evaluation, examined: 
 
Mr RICHARD WATSON 
Executive Director, Economic, examined: 
 
Ms KAYLENE GULICH 
Executive Director, Infrastructure and Finance, examined: 
 
Mr RICHARD MANN 
Executive Director, Strategic Projects and Asset Sales, examined: 
 
 
The CHAIR: On behalf of the Legislative Council Standing Committee on Estimates and Financial 
Operations, I would like to welcome you to today’s hearing. Can the witnesses confirm that they 
have read, understood and signed a document headed “Information for Witnesses?”  
The Witnesses: Yes.  
The CHAIR: Thank you. It is essential that all your testimony before the committee is complete 
and truthful to the best of your knowledge. This hearing is being reported by Hansard and 
a transcript of your evidence will be provided to you. It is also being broadcast live on the 
Parliament’s website. The hearing is being held in public, although there is discretion available to 
the committee to hear evidence in private. If for some reason you wish to make a confidential 
statement during today’s proceedings, you should request that the evidence be taken in closed 
session before answering the question. Agencies and departments have an important role and duty 
in assisting the committee to scrutinise the budget papers and the committee values your assistance 
with this. 
Unless there is anything the department wants to raise before we get underway, we might go 
straight to questions.  
Hon KATE DOUST: I refer to page 374 of volume 1 of the Budget Statements, Treasury 
documents, and the main heading is under “Significant Issues Impacting the Agency” and then 
page 374 deals with strategic projects. In relation to the last dot point about the construction of the 
new Western Australian Museum, I ask: What are the assumed rates for construction escalation 
contained in the budget for each year of the forward estimates? What are the assumed rates 
for escalation?  
Hon MICHAEL MISCHIN: I ask Mr Mann to respond.  
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Mr Mann: Thank you. The exact numbers we will have to take on notice and respond to you, but 
they will be almost certainly based on the Australian Institute of Quantity Surveyors’ forecast, but 
we will confirm those exact numbers for you as a supplementary question.  
[Supplementary Information No A1.] 
Hon KATE DOUST: Thank you. I just want to switch over to another facility that you are 
building—the sports stadium. Last year, on page 50 of the midyear review in 2015–16, it stated that 
there would be no operating impact, but I understand that this year that has changed. I just want to 
know whether you can confirm the expected cost to the budget over the next four years. There are 
three areas. The first one is the one-off costs of $13.2 million, the second one is the finance lease 
charges of $80 million and the third one is the depreciation expenses of $53.2 million. Could you 
confirm that that is the expected cost over four years?  
Hon MICHAEL MISCHIN: Again, Mr Mann.  
Mr Mann: The costs that you refer to are operational costs that are identified within VenuesWest’s 
budget papers. The stadium financial impacts are recognised in a number of places; in addition to 
the operational costs that you have identified in VenuesWest papers, we also have capital costs that 
are identified under the Department of Sport and Recreation’s papers. The capital cost component 
of the budget during the design and construction phase is recognised in DSR. The operational costs 
are recognised under VenuesWest. Probably the easiest way to respond is that Treasury has 
produced a detailed fact sheet which outlines all of the cost components, and you will find 
a breakdown of each of the capital and operational cost components outlined and the location within 
the budget papers for those components in that fact sheet.  
The CHAIR: Sorry, where is that fact sheet?  
Mr Mann: That is available from Treasury’s website. We can provide a copy as well.  
The CHAIR: Have you got one there, by any chance?  
Mr Mann: Yes.  
The CHAIR: That is a public document? You are happy for it to be made public?  
Mr Mann: Yes.  
Hon MICHAEL MISCHIN: It is a four-page document—we will table that—headed “Perth 
Stadium Financial Impact”.  
Hon KATE DOUST: I was just going to follow up with that, not having seen that document, there 
is also listed other operating expenditure of $32.7 million. Are you able to confirm that this is 
a component that is expected to be recovered from revenue; and when will this be finalised?  
Mr Mann: That component, as you referred to, refers to the interest payments under the design, 
build, finance and maintain contract. That is a capital component, as distinct from an operating 
component. My apologies, that is the operating component that is covered by revenue.  
Hon KATE DOUST: When will that be finalised?  
Mr Mann: The majority of those costs are already close to finalisation. Where we stand at the 
moment, the operating costs under the design, build, finance and maintain contract have been 
finalised when that contract was executed some while ago. We are very close to execution of the 
operator contract, so the budget was based on advanced state of negotiations on that contract. 
Those costs will shortly be confirmed and then further down the track we will still need to conclude 
negotiations with key stadium users, in order that their operating agreements are confirmed and they 
are more around revenue.  
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Hon KATE DOUST: I just want to talk about the Chevron Parkland that the government 
announced about a week or so ago and I just have a couple of questions around that linked up to the 
stadium. Did Chevron pay an up-front payment?  
Mr Mann: The proposed agreement was incorporated within the bid, but there was no defined 
commitment. At that point it was subject to subsequent agreement, if the state elected to take up that 
offer, which it ultimately has, hence the agreement has now been put in place.  
Hon KATE DOUST: What arrangements are there? Will they be paying an annual amount?  
Mr Mann: The contribution from Chevron—I am sorry, I am not privy to the precise arrangements 
between Chevron and Westadium. I would need to take that on notice and to the extent to which 
that can be clarified, we will.  
Hon KATE DOUST: If you are going to take that on notice, then I would ask if you could perhaps 
provide some information about when that arrangement was finalised. Is the total state capital 
contribution going to fall? If Chevron are putting in dollars into that playground, does that mean 
that the state gets to pull away from their contribution?  
[2.40 pm] 
Mr Mann: We will certainly provide clarification but no, the Chevron contribution is over and 
above the remainder of the scope being delivered under the contract, so, in effect, it is additional 
scope arising from Chevron’s contribution. 
Hon KATE DOUST: So Treasury has not seen any of that detail of that arrangement? 
Mr Mann: The arrangement between Chevron and? 
Hon KATE DOUST: Chevron and the state. 
Mr Mann: Yes. The state has approved it. It was a bid option subject to state approval. The state 
has now approved the agreement and it is in place. 
Hon KATE DOUST: Do we know what the dollar value was of the Chevron contribution? 
Mr Mann: As part of the bid, yes. 
Hon KATE DOUST: What was the dollar contribution? 
Mr Mann: I understand, at this point, that the Minister for Sport and Recreation has confirmed that 
that is confidential.  
Hon KATE DOUST: Why is that? 
Mr Mann: Under the terms of the agreement between Chevron and Westadium, which the state is 
not a party to. Again, I can check that status as well. My understanding, though, is, at this point, the 
amount is confidential. 
Hon KATE DOUST: I would appreciate you checking that and providing that information.  
[Supplementary Information No A2.] 
The CHAIR: Just in terms of that agreement, do you know if that agreement is covered under the 
Financial Management Act in respect of its ability to be disclosed to Parliament or does it stand 
outside of the agreements with the state? 
Mr Mann: I would need to take that on notice. It is a third party agreement. My initial view would 
be that it would be, but I would need to check that. 
The CHAIR: Would be which—available to be disclosed? 
Mr Mann: Would be subject, yes. 
The CHAIR: To disclosure to Parliament? 
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Mr Mann: Given that it is part of the bid and part of the contract, it would be my expectation that it 
would be subject to the provisions of the FMA, yes. 
The CHAIR: We will make that A3, whether or not that is. 
[Supplementary Information No A3.] 
The CHAIR: Under “Sale of Port Assets” on page 372, under spending changes, it shows an 
amount in the 2015–16 year of $6.798 million. I just want to confirm that is in addition to the 
$21.2 million that was disclosed in the 2015–16 budget papers for the total cost of sale of port 
assets; is that right? If it is some sort of cash flowing change, why is there not a corresponding 
recognition of the cash flow changes in the out years?  
Hon MICHAEL MISCHIN: I would ask Mr Mann to respond. 
Mr Mann: There is no change to the overall budget. That reflects moneys carried forward from the 
previous financial year—unspent budget carried forward. 
The CHAIR: But the previous year, 2014–15, had only $4.1 million allocated to it, the 2015–16 
year had $16.8 million allocated to it, and the 2016–17 year had $0.3 million allocated to it.  
Mr Mann: It is definitely re-cashflowing. The budget has not changed. 
The CHAIR: It does not seem to be a very sensible re-cashflowing, because I would have thought 
if you were re-cashflowing anything, you might be re-cashflowing some money into the 2016–17 
financial year. I cannot understand why you are putting additional expenditure in 2015–16. 
Mr Mann: Without seeing the derivation of those numbers in front of me, it is a bit hard to say, but 
I can confirm it is a re-cashflowing of funds and there is no change to the overall budget. 
The CHAIR: So the total cost of the sale of the assets is still only $21.2 million? 
Mr Mann: For the ports? Correct. 
The CHAIR: Does that include your internal costs? 
Mr Mann: Yes. 
The CHAIR: The $21.2 million includes all internal costs of the department? 
Mr Mann: I am pretty certain it does. I think we have answered similar questions with some 
precision in terms of both adviser costs and our own costs. No; sorry. The $21 million excludes 
internal costs—that is, adviser costs only. The total project budgets are $9.9 million for Utah Point 
and $18.1 million for Fremantle port. 
The CHAIR: So it is $28 million all up. 
Mr Mann: Correct. 
The CHAIR: Is that normal, then, not to include the internal costs because particularly internal 
costs of $9.9 million, I would assume, would require you to have additional people working on the 
project who would not normally. I would not have thought $9.9 million is absorbed from within 
internal workings. 
Mr Mann: No. Our budgeted costs for the full cost of the sale include advisers as well as 
internal resources. 
The CHAIR: When the $21.2 million was put into the budget in 2015–16, why did it not show the 
full cost, including both contractors and consultants?  
Mr Mann: Again, we would need to check that, but I think it is because the internal funding was 
approved previously up-front. The spending change reflected the subsequent adviser contracts 
which followed the original budget allocation. 
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The CHAIR: Maybe then I will get you to take it on notice for me. What I would like is a full 
reconciliation that shows when the money was put into the budget for the internal cost for the 
project and then a reconciliation of when that money was spent—what years it was put into, what 
years it has been spent or is expected to be spent, with particular reference to where that 
$6.798 million in this year’s budget fits within it and where that has come from. 
Mr Mann: For the full project budgets. 
The CHAIR: Yes; where it has all come from and where it is all getting spent. If you can give us 
that full reconciliation, I would appreciate that. 
[Supplementary Information No A4.] 
Hon ALANNA CLOHESY: Under “Explanation of Significant Movements” on page 377, the 
eighth point outlines where there have been delays in meeting completed time frames for particular 
projects. The old Treasury building project was not expected to meet the approved completion date. 
Has that now been completed? 
Mr Mann: Yes, correct. 
Hon ALANNA CLOHESY: It has been completed? 
Mr Mann: Yes. 
Hon ALANNA CLOHESY: So there is no outstanding expenditure on that?  
Mr Mann: No. The component of that project that was under Department of Treasury control 
relates to the development component, so the completion of the infrastructure as distinct from the 
fit-out of office space, which is being managed by the Department of Finance. 
Hon ALANNA CLOHESY: That was going to be my next question. 
Mr Mann: For the last component of the development project managed by Treasury, the office 
tower itself, practical completion was achieved in August 2015. 
Hon MICHAEL MISCHIN: But the building will be opened, I think, on 29 June. It is planned for 
the official opening of the building. 
Hon ALANNA CLOHESY: Correct, though I did not get an invitation to that! 
The CHAIR: You have bought a new suit for it though, minister! 
Hon ALANNA CLOHESY: I am surprised. 
Hon MICHAEL MISCHIN: I have not, actually. 
Hon ALANNA CLOHESY: What were the delays in meeting the expected completion time 
frame? 
Mr Mann: Our original completion date for the office tower was around about May 2015. It ended 
up extending out to August 2015. There were general construction delays over the construction 
period, so a number of issues in construction and commissioning extended the construction period 
by about five or six months but, overall, we are relatively happy with that outcome. It did not 
impact on our timetable for fit-out. 
Hon ALANNA CLOHESY: Just humour me; what were some of the construction delays? 
Mr Mann: I think, from memory, just general failure to meet program. There was a whole range of 
not particularly significant issues, but cumulative delay through the construction period. 
[2.50 pm] 
Hon ALANNA CLOHESY: Who was the contractor on that?  
Mr Mann: Mirvac was the builder of the office tower.  
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Hon ALANNA CLOHESY: What was the impact on the budget; the cost of those delays?  
Mr Mann: No impact on the state’s budget; it is all contractor risk.  
Hon ALANNA CLOHESY: What is the cost of the fit-out for the department’s component of 
moving into that building?  
Hon MICHAEL MISCHIN: That is a Department of Finance responsibility, as I understand it. 
The question would have to be directed to them.  
Hon ALANNA CLOHESY: So there is no cost to the Department of Treasury for fit-out and 
moving? There are two parts, are there not—there is the fit-out and what it will cost them to — 
Mr Barnes: Yes. Government approved an allocation to the Department of Finance to manage that 
fit-out on behalf of all tenants of that building. That allocation is reflected in Finance’s budget.  
Hon ALANNA CLOHESY: What is the cost to the department of moving from current premises 
to the old Treasury building?  
Mr Barnes: In terms of rent?  
Hon ALANNA CLOHESY: All other outgoings. The department is not paying for the fit-out; what 
is the department paying for?  
Mr Barnes: Basically, our rent will be more expensive at the David Malcolm Justice Centre than it 
currently is at one40william. That was part of the original business case that went to government 
and part of the original funding allocation. That increased rent expense is reflected in our financial 
statements. Exactly what that increase is, I would have to take on notice.  
[Supplementary Information No A5.]   
Hon ALANNA CLOHESY: Thank you. What other costs are there to the department in moving?  
Hon MICHAEL MISCHIN: Packing up! 
Hon ALANNA CLOHESY: That is right—the removalists and —  
Mr Barnes: It is really just the removalist, which we are absorbing within our current budget. It is 
a fairly negligible cost.  
Hon ALANNA CLOHESY: You do not know off the top of your head what the rental increase is? 
Mr Barnes: No. There is an increase. It is reflected in our financial statement. It is buried within 
our financial statements; I will have to dig that out and provide it as supplementary info.  
Hon ALANNA CLOHESY: You do not know what it would be in percentage terms?  
Mr Barnes: No.  
Mr Court: I think there was a spending changes increase in last year’s budget that outlined the 
increase in rent.  
Hon HELEN MORTON: I am looking for something out of interest. It is on page 381. If you have 
a look at the total cost of services, the 2014–15 actual was $86.33 million and the budget for 2015–
16 was $310 million. It relates mostly to “Supplies and services” in the budget paper on page 381. 
Mr Barnes: That reflects the works turnover that the Strategic Projects part of Treasury does on 
behalf of other agencies. The big projects that we manage across government are reflected in that 
supplies and services line that you mentioned. That is the major cause of fluctuation in our total cost 
of services from year to year. The size of that portfolio of works—Strategic Projects works—
fluctuates from year to year.  
Hon HELEN MORTON: Does that portfolio of works also include the expenditure reviews, where 
Treasury works with individual agencies to identify savings within those agencies?  
Mr Barnes: No; that is a separate item.  
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Hon HELEN MORTON: Can you explain what you mean by the works—what did you just call 
it—“expenditure on works for other agencies”?  
Mr Barnes: I will ask Mr Mann to elaborate, but the Strategic Projects business of Treasury 
manages a portfolio of large capital works projects across government.  
Hon HELEN MORTON: Okay; so it is large capital works.  
Mr Barnes: Yes. It receives fee income from the client agencies and then provides expenses out 
under that line “Supplies and services” to contractors who are managing those projects.  
Mr Mann: The corresponding income item underneath.  
Hon KATE DOUST: I am just referring to page 372, again looking at “Significant Issues 
Impacting the Agency”, the third dot point under “Economic Outlook” that makes reference to 
payroll tax. I have a few questions around that. We all know that as of July this year the thresholds 
for payroll tax will increase to $850 000 from $800 000. I am sure a lot of small businesses are very 
keen on that happening! How many companies currently have a payroll between $800 000 
and $850 000?  
Mr Barnes: I might ask Mr Watson if he has that information.  
Mr Watson: I suspect we will need to provide that information on notice. I do not believe I have 
actually got that to hand.  
Mr Barnes: The total cost of revenue to that increase in the exemption threshold is about 
$16 million per annum, so about $65 million over the forward estimates. The number of businesses 
in that range, we do have that figure; we just do not have it to hand. We can provide that separately. 
[Supplementary Information No A6.]   
Hon KATE DOUST: Flowing on from that, is that the actual cost of increasing the threshold, 
$65 million over the four years? 
Mr Barnes: Yes, that is correct. 
Hon KATE DOUST: You have answered that question; that is fine, thank you.  
I also understand that some time ago, in May, Treasurer Nahan made some comments in the media 
saying that the Western Australian economy was facing deflationary pressures. I do not know if you 
saw that media article, I think it was in The West. The quoted decline in payroll tax that is listed in 
the budget, is this decline in revenue linked to the minister’s comments on deflationary pressures in 
the Western Australian economy?  
Mr Barnes: Yes, indirectly. We are seeing extremely low, and in fact at the moment negative, price 
pressure across the economy. The March quarter data—which I believe is what the Treasurer was 
referring to—was released by the ABS in late April. That showed that the Perth CPI actually went 
backwards by 0.6 per cent in the March quarter and, over the year to March, increased by only 
1.1 per cent; so very, very low inflationary pressures across the economy. That is also being 
mirrored in wages growth. We are certainly seeing record low wages growth across the 
WA economy at the moment. That record low wages growth, in turn, is being reflected in our very 
weak payroll tax collections at the moment.  
Hon KATE DOUST: What modelling has been done to predict the potential rate of deflation 
facing our economy and what is the expected rate?  
Mr Barnes: In the budget, we forecast that the Perth CPI will increase by 1.25 per cent in this 
current financial year, 2015–16. That forecast was finalised just prior to the release of that March 
quarter data that I mentioned. That March quarter data indicates that in all likelihood the actual CPI 
increase for 2015–16 will come in a bit under 1.25 per cent. Our current best estimate is it will 
probably come in around the one per cent mark for 2015–16; and then for 2016–17, the budget 
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forecast for the CPI was a 1.75 per cent increase. Again, had we had that March quarter data 
available prior to the finalisation of the budget forecasts, in all likelihood we would have had 
a slightly lower forecast for 2016–17 of 1.5 per cent.  
Hon KATE DOUST: It will make it very interesting for some of those public sector wages 
negotiations you have ahead of you, minister.  
The CHAIR: More importantly, what does that mean in terms of revenue? What will that now 
result in, in terms of a change in revenue? One of the things you do not mention in your risks is 
lower CPI, but I assume, like the iron ore price or anything else, if there is a lower growth factor in 
the state, it is likely to lead to a reduction in revenue across the budget and forward estimates.  
Mr Barnes: Indirectly, chair, I think that is right. Just as it drags down, it is going to act as a drag 
on wages growth and that is the main direct impact on our revenue growth. CPI is not actually 
a direct input into any of our revenue models, but indirectly through its impact on wages growth it 
would have an impact.  
The CHAIR: Land tax would be the other area, would it not?  
Mr Barnes: CPI and unimproved land values—there is not a strong relationship between the two.  
The CHAIR: Have you any idea of what that means in terms of its impact on revenue—a half 
a per cent reduction in terms of the CPI?  
Mr Barnes: No. It is not something that we model, chair, because it does not directly feed through 
into any of our revenue models; only indirectly through some of those other variables. 
The CHAIR: What would be the key drivers of your revenue models?  
[3.00 pm] 
Mr Barnes: Certainly wages growth, employment growth, the composition of that employment 
growth—they are the three big factors that impact our payroll tax revenue. In terms of the 
composition of employment growth, particularly between full-time and part-time employment 
growth, we are seeing quite a divergence there at the moment, but also the industry composition of 
that employment growth is impacting heavily on our payroll tax revenue at the moment. They are 
the major drivers of payroll tax. Obviously for transfer duty, which is our second largest tax base, it 
is really the number of property transactions. That in turn is heavily influenced by population 
growth and, as population growth has come right off, we are seeing that mirrored in property 
transactions and excess supply in the housing market. House prices is the other major variable. 
The other variable, which is very difficult to predict, is the large one-off commercial property 
transactions, which we call transfer duty specials; they are very hard to predict. For land tax, the 
main variable is obviously unimproved land values, which is determined by the Valuer-General. 
The CHAIR: Do you do a tracking of updating those models throughout the year?  
Mr Barnes: Yes.  
The CHAIR: As a result of those later CPI figures have you done an update of the likely revenue 
projections?  
Mr Barnes: We have not updated our revenue forecasts yet because they are still so recent. 
We track actual revenue collections every month and they obviously inform our forecast as we go 
throughout the year leading up to the midyear review. 
The CHAIR: Since the budget was brought down, have we seen any changes in terms of 
a reduction in what we are expecting in our revenue?  
Mr Barnes: No; it is pretty much on track with the budget expectations, chair. We have recently 
received the tax collections for May. They are pretty much in line with our full-year expectations 
for 2015–16 as outlined in the budget.  
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Hon KATE DOUST: I refer to page 374 under “Strategic Projects”. I have some questions on the 
first dot point around the Perth Children’s Hospital. I note in this dot point it refers to the strategic 
projects branch working closely with the Building Management and Works and continuing to 
provide project management and business systems et cetera. In relation to the children’s hospital, 
what exactly was the role or the level of engagement of the Building Management and Works 
department in that project?  
Mr Mann: We use the Department of Finance’s payment management and contract management 
systems to process payments. The Department of Finance provides that support across the majority 
of our capital works projects and that is the case with the Perth Children’s Hospital.  
Hon KATE DOUST: Given that the BMW has in the past indicated that it has picked up on a raft 
of recommendations that arose from the Eaton report into subcontract payments back in 2012, if 
they have had the management of payments for this project, why have we seen a number of 
complaints from subcontracting companies that they have not received payments?  
Mr Mann: It is difficult for me to answer the question directly “why is it?”, I guess, a consequence 
of the particular circumstance for that project. It is a very large and complex project involving 
a very large number of subcontractors. It is certainly not in isolation in respect of projects where 
similar issues have arisen. A number of issues have been well publicised on this project.  
Hon KATE DOUST: Absolutely.  
Mr Mann: That is very clear. Treasury, as has also been publicly stated, applied a great deal of 
scrutiny. The Auditor General, as you will be aware, has recently also completed a review of 
subcontractor payments on this project. Treasury has taken into account recommendations of that 
review and is implementing them as we speak and we will continue to. As to the reasons for why 
this particular project has been subject to what appears to be a larger than usual number of claims, 
that really is a matter for the contractor and its relationship with subcontractors. We will certainly 
continue to apply a great deal of scrutiny in ensuring that the contractor is compliant with 
their obligations.  
Hon KATE DOUST: All due respect, I do not think there has been a great deal of scrutiny applied 
to the payments made. I appreciate that may not be your role, but given there has been —  
Mr Mann: The greatest level that I have ever experienced in any project in 25 years in government.  
Hon KATE DOUST: Hopefully, we can improve upon that then. Given there has been a high 
degree of media around a number of specific companies that have not been paid, including the 
tragic death of Mr McGinn, was there any discussion from the strategic projects branch with BMW 
to follow up to find out what was actually happening on the ground that caused these subcontractors 
to not receive the correct payment for variations to the work in their part of the project?  
Mr Mann: The answer is no; BMW has no involvement in that area so they have no knowledge 
over any relationships between subcontractors and head contractors on this project.  
Hon KATE DOUST: Does someone in the strategic projects branch have responsibility for 
checking up to make sure that payments have been followed up; if there has been a stat dec 
provided from the subcontractor to the contractor and from the contractor to Holland or to the 
department saying that moneys have been paid and then the media reports are saying, no they have 
not. Who in your branch is responsible for following up to check the validity of those complaints?  
Mr Mann: Ultimately, I am. The project director reporting to me has direct responsibility in respect 
of the project.  
Hon KATE DOUST: Has anyone investigated those stat decs to ensure that what they say is in fact 
true in relation to the payments?  
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Mr Mann: Yes. As indicated in the Auditor General’s report, as well as seeking and receiving 
a great deal of information from John Holland to confirm their position in respect of payments was 
justified, the Department of Treasury also engaged an independent reviewer to undertake scrutiny of 
John Holland’s payment processes and information to confirm the same thing.  
Hon KATE DOUST: For those companies that still have outstanding money owed to them, what 
steps is your branch taking to facilitate payment to those subcontractors?  
Mr Mann: We continue to ensure that any instances brought to our attention are investigated to 
confirm that there are no overdue payments in accordance with those subcontract terms. We have 
had discussion with a number of subcontractors to make them in particular aware of their ability to 
claim moneys under the Construction Contracts Act. We also have the ability under our head 
contract to pay subcontractors directly, if it is demonstrated that moneys are owing.  
Hon KATE DOUST: Have you done that?  
Mr Mann: We have not done that at this point nor have we had any request from the subcontractor 
directly to do that.  
Hon KATE DOUST: Okay; I do not know whether you have seen that a subcontractor by the name 
of Mr Bedford, who was listed in the media last week and who has been a subcontractor on the 
children’s hospital, has written to the Treasurer, Mr Nahan on, I think, 31 May raising the fact that 
he is still owed moneys for the work he has completed on the children’s hospital.  
Mr Mann: He is not a subcontractor to John Holland, he is a subcontractor to a subcontractor of 
John Holland, so he is a sub-subcontractor. So the ability the state has to pay subcontractors does 
not extend to that tier.  
Hon KATE DOUST: I say this to Minister Mischin because I know he has management of the 
Construction Contracts Act that perhaps that is a matter that needs to be canvassed in that review in 
terms of how people below tier 1 and tier 2 are looked after in terms of their payments. 
There appears to be a gap.  
Hon MICHAEL MISCHIN: There are practical difficulties as to how far government can be 
involved in contractual relationships between contractors and how far down the contractual chain 
one can extend one’s responsibility. But it is something I will take on board.  
Hon KATE DOUST: I think you would agree that if people do work that they have entered into an 
arrangement to do and have completed the task, they should be paid for it should they not?  
Hon MICHAEL MISCHIN: That is what the contracts say and that is what the point is of entering 
into a contract. Certain safeguards are provided under the Construction Contracts Act, including 
dispute resolution processes. But, as I say, those are private compacts between private individuals. 
There is a limit to how far government can go with influencing and being involved in contractual 
relationships between private contractors.  
[3.10 pm] 
Hon KATE DOUST: Mr Bedford’s? 
Mr Mann: I understand that Mr Bedford, yes, has initiated legal action against the subcontractor 
that he has alleged owes money. 
Hon KATE DOUST: He is seeking the adjudication process. 
Mr Mann: I understand, no, that he has issued a writ. 
The CHAIR: I just want to be clear that I understood what we have talked about there. You have 
a contractual obligation on the head contractor to pay their subcontractors. 
Mr Mann: Correct. 
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The CHAIR: But you do not have a contractual obligation for them to ensure that their 
subcontractors pay their subcontractors. 
Mr Mann: For the next level; correct. 
The CHAIR: In terms of the comments made by the minister, surely the logic is still the same 
whether it is to the subcontractor or the subcontractor’s subcontractor, if we accept that the 
government is seeking to try to get payments made to the people—surely it is about getting 
payments made to the people who have actually done the work, is it not? 
Mr Mann: We still endeavour to the extent we can any information that can be provided to confirm 
that subcontractors and sub-subcontractors are complying with their obligations. We still actively 
seek to do that. But yes, you are correct; our actual contractual ability to enforce or pay directly is 
limited to the subcontract level. 
The CHAIR: It would not be hard to require the head contractor to require that any subcontracts 
also include the same sort of provisions that you have and that they be prepared to be answerable 
back to you as they are to you. 
Mr Mann: Whilst that is not a definitive requirement in our contracts at this point, that is certainly 
something that we are looking at. 
Hon KATE DOUST: Just coming back to that dot point again about the role of BMW, if BMW 
were not managing the arrangements for subcontractors, what were they actually doing? What is 
their actual involvement in this project? 
Mr Mann: In this project, as I said earlier, they provide us with support through their corporate 
systems particularly in respect of contract payments, so paying the head contractor. We use the 
Department of Finance’s PACMAN system to process those payments. 
Hon KATE DOUST: Given that BMW has said that they have adopted those recommendations, 
one of which was to have a banking project set up, why is it that the strategic projects branch have 
not put in place those same recommendations to deal with subcontracting issues? 
Mr Mann: What you are referring to is BMW’s ongoing trial of project bank accounts. 
Hon KATE DOUST: There is that and there are about 14 other changes that they have 
implemented as a result of that initial 2012 issue. I want to know why your unit has not picked up 
on that as well. 
Mr Mann: In terms of management, we are largely consistent with those recommendations. 
Where we are not consistent is in respect of project bank accounts, although project bank accounts 
is a limited trial and BMW is continuing that trial. However, the risk that the implementation of 
project bank accounts is specifically seeking to address is that of head contractor default, which was 
a problem with the Building the Education Revolution program. That is much less of a risk on our 
projects, which are a much bigger scale and where the head contractors have significantly greater 
financial capability than some of the cases that initiated that trial. 
Hon KATE DOUST: The head contractor might be in that position, but we actually do understand 
that a couple of the companies on the next tier have not had the same sort of success. 
Mr Mann: We will continue to monitor, as BMW is, the success of that ongoing trial and we will 
take into account that outcome. 
Hon KATE DOUST: Given that trial was conducted probably back in 2013–14, it has been a long 
wait to get the review of information from that project. With all due respect I would not hold my 
breath on that. I am very keen to see it up and going and I think it might provide some sort of 
support to these people. I am happy to come back to this later. 
The CHAIR: I just wanted to understand in budget paper No 3, I think you said the budget cut-off 
date was 19 April. 
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Mr Barnes: Yes, correct. 
The CHAIR: I then later read in a media report that cabinet passed the budget on 2 May. So, what 
is the difference between the date for the budget cut-off and the date on which cabinet passes 
the budget? 
Mr Barnes: I think the answer, chair, is that the media report was incorrect. 
The CHAIR: Right. So, all decisions regarding this budget were made either on or prior to 
19 April? 
Mr Barnes: That is correct. 
The CHAIR: Did anything happen around the budget on 2 May? 
Mr Barnes: Not that I am aware of. 
The CHAIR: I just thought it was really weird because I could not understand the difference 
between the day the budget was passed and the budget cut-off date; I would have thought they were 
the same. 
Mr Barnes: The budget cut-off date is a hard line in the sand and all decisions taken up to that date 
are reflected in the budget but no decision after that date. 
The CHAIR: The article seemed to be around the sale of Western Power, so at the time of the 
budget cut-off there was no decision taken on the sale of Western Power? 
Mr Barnes: To be honest, I cannot recall, chair, but it was not a relevant consideration for the cut-
off date because the cut-off date is relevant in terms of decisions that impact on the budget 
aggregates and a decision around Western Power was in terms of what the government would 
announce in the budget speech. There is nothing reflected in the budget aggregates around the sale 
of Western Power. 
The CHAIR: There may have been internal discussions that are linked to the sale of 
Western Power but are different to the budget. 
Mr Barnes: Yes. 
The CHAIR: One of the things I wanted to turn to now was just the commonwealth–state financial 
relations that you refer to in your “Significant Issues Impacting the Agency” and some of the 
answers to the questions on notice that I gave you. I just wanted to try and understand a little better 
the issues around — 

... only 50% of Commonwealth spending on national network roads to allow for national 
benefits from this spending, but the proportion is arbitrary and will in practice vary 
across States; 

That was your answer, as one of the areas where you see a problem with the state budget or the 
commonwealth–state financial relations. Have we done any work on the amount of commonwealth 
money that goes to states, and how much of it is for roads of national importance and how much is 
for roads that do not get captured under national network roads? 
Mr Barnes: Yes, we have done that work. 
The CHAIR: Are we able to get an indication? Are we being disadvantaged by that ruling in that 
a lot of the commonwealth money for roads into WA is on roads that do not meet the criteria of it 
being part of the national network? 
Mr Barnes: That is our assessment, yes. 
The CHAIR: Relative to other states. 
Mr Barnes: Yes. 
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The CHAIR: Can you give us some examples of roads in WA that are funded by the 
commonwealth but do not meet the criteria for national network? 
Mr Watson: There is one that is on the tip of my tongue at the moment, but I just cannot pull the 
name out. 
The CHAIR: Did we get a decision on the Gateway? Was that considered or not considered a part 
of the networks, Gateway WA, so the airport roads, the commonwealth money for the — 
Mr Barnes: I am not sure, chair. It is a level of detail we would have to take on notice. 
The CHAIR: If it comes to the end of your tongue by all means let us know. Are you able to 
provide the committee with any information about the issues around the road and the analysis that 
you have done? 
Mr Barnes: Absolutely. 
[Supplementary Information No A7.] 
The CHAIR: I know one of the issues was whether or not the Gateway project would be classified 
as a road of—how it would be classified. So you do not know the end result of that. 
Mr Barnes: I am just struggling to recall the outcome of that. 
The CHAIR: Do we know whether the Perth Freight Link will be considered part of the national 
road network? 
Mr Barnes: We have not had that debate yet, chair. 
The CHAIR: That is to be decided still. 
Mr Barnes: Yes. 
The CHAIR: I would have thought the national network roads would be fairly clear, would they 
not? Would they not be the National Highway, A1 or whatever it is called? Or are there other roads 
on top of that? Is that pretty much it, the National Highway? 
Mr Watson: Chair, where the disagreement and the debate often emerges is around parts of 
a significant road project where other states will argue, look, this part of the project was designed as 
a national network road; in Western Australia, similar sort of project, sort of component not defined 
as a national network road. So it is issues of definition of classification between states that is the 
source of, I guess, our disagreement with the commission’s ruling. 
[3.20 pm] 
The CHAIR: I want to get a clearer understanding. If the commonwealth gives us $1 billion for 
roads, even if it is a road that is part of the national road network, $500 million is still included as 
part of our revenue for the purposes of calculating our GST relativities, and $500 million is 
excluded, but if it is not a national road, then the full $1 billion is treated as additional revenue to 
the states and taken off our GST relativities; is that correct? 
Mr Barnes: Effectively that is correct. 
The CHAIR: So the commonwealth giving us additional money for roads that are not part of the 
national network really does not benefit us at all; it just means our GST goes down. Am I right in 
understanding that? Is that correct, or is that too simplistic an analysis of it?  
Mr Court: The top-up funding that was provided last year went to a number of road projects, and 
that funding was quarantined from the grants commission process. 
The CHAIR: That was a specific decision that was issued to — 
Mr Court: Yes. 
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The CHAIR: What about this year’s money? Depending on which press release you read, it is 
either GST money or funding for the airport rail. Is that guaranteed to be quarantined? 
Mr Barnes: Yes, it has been. 
The CHAIR: Right. Are there other areas like that where there is commonwealth money that, when 
it flows into WA, we actually lose GST payments, or lose out on the GST relativity? 
Mr Barnes: Unfortunately, the grants commission treatment of commonwealth grants to the states 
is not straightforward and varies from individual grant to grant, so I cannot give you a simple 
answer, I am afraid. 
The CHAIR: When was the last time we engaged independent people to go through—I know in 
2004, I think, the then Treasurer got a study done—and do a full analysis of the GST relativities? 
It strikes me that one area where we could argue for significant improvement is in the way in which 
the Commonwealth Grants Commission calculates what is or is not included, or the costs of 
providing the services.  
Mr Barnes: We have not engaged external consultant advice on this for a number of years; it has 
been a while, but I could not tell you exactly when. We have a very expert team within Treasury on 
grants commission matters, and we basically insource, I suppose, our advice on and analysis of 
grants commission matters and use that team. We have used external reviews that have been 
engaged over the years to try to feed into these and other reviews, such as the Greiner and Brumby 
review of a few years ago. Where there is an external review that has been conducted like that one, 
we try to use that as a vehicle for raising these issues. Similarly, with the National Commission of 
Audit, there was one undertaken a couple of years ago. Our focus is more on trying to identify those 
opportunities to express our concerns rather than directly engaging external assistance. 
Hon HELEN MORTON: My understanding is that all of the funding from royalties this year plus 
another $900 million is all part and parcel of the redistribution of funds away from WA to other 
states. Are we making headway with an understanding at a federal level about the impact of the 
current GST arrangements, the grants commission arrangements, on WA, and where is that up to? 
Mr Barnes: I can only really speak at the bureaucratic level. 
Hon HELEN MORTON: I am interested in that. 
Mr Barnes: We are making limited headway—very limited, I have to say—with the grants 
commission itself. The issue that you raise really goes to the issue of time lags in the grants 
commission process. In 2016–17, WA is receiving a GST grant of $2 billion. If we received our 
population share of the GST pool, we would be receiving $6.7 billion in GST, so effectively that is 
a $4.7 billion subsidy to other states in 2016–17. Compare that $4.7 billion subsidy with the 
$3.8 billion in royalty income that we expect to receive in 2016–17. As you say, effectively all of 
that $3.8 billion in royalty income, plus another $900 million, is being redistributed to other states 
in 2016–17 through the GST distribution process. That is largely down to the time lags in the 
process. Those time lags, we estimate, are costing us $3.2 billion in 2016–17 alone and it reflects 
the fact that whilst our royalty income in 2016–17 is forecast to be only $3.8 billion, three or so 
years ago it was in excess of $6 billion, and under the grants commission methodology, we are 
being assessed as though we are still at that royalty income level, effectively, so what it is 
redistributing is based on those historical royalty collections. 
Hon HELEN MORTON: When does it start to kick back in our favour? 
Mr Barnes: Slowly, from 2017–18 onwards. For 2016–17, our GST grant of $2 billion is based on 
circumstances that existed over 2012–13, 2013–14 and 2014–15. As we progress through the 
forward estimates period, that time period goes with it and we will soon enter the current period of 
weak or negative revenue growth, and that will be reflected in a pick-up in our GST grants by the 
end of the forward estimates period. 
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Hon HELEN MORTON: So assuming—I do not have any way of knowing this one way or the 
other—our revenue from royalties does not go back to the $6 billion level, the swing back will not 
ever come back to the extent that funding was removed from us as a result of that; the delay process 
will never actually catch up. 
Mr Barnes: Largely that is right. We are forecasting in the budget that our GST relativity, which in 
2016–17 is 30.3 per cent, will increase to 75.9 per cent by the end of the forward estimates period. 
That means that we are still contributing a subsidy, if you like, of nearly 25 per cent to the other 
states, even with that pick-up over the next four years. 
The CHAIR: When it was picking up to the $6 billion, was it getting measured at $6 billion each 
year, or was it getting measured at a lower amount? 
Mr Barnes: Yes, it was getting measured — 
The CHAIR: That is why Treasury used to put in its risk statements and its advice to government, 
“Be careful of the volatility, because there’ll be a lag when they finally decline”, was it not? 
Mr Barnes: Yes, that is right, and, to be frank, that is what has made our argument with the grants 
commission a difficult argument. 
The CHAIR: Because on the way up there was a lag and so on the — 
Mr Barnes: Correct. 
The CHAIR: My recollection is that Treasury used to regularly warn about that in the budget 
papers as a potential risk to the future of the state’s revenue—that because of the volatility, 
particularly in royalties, when we start going down, we need to have cash at bank to cover us, so let 
us not spend all the money. I think you used to term it as “run larger surpluses”.  
Mr Barnes: It is the other side of the royalties coin, the GST distribution; it is not quite, but almost 
a mathematical certainty. 
The CHAIR: Which is why I have always thought that the argument where we lack in 
Western Australia in prosecuting that case is the way in which the relativities are calculated for 
a state like Western Australia. Because Queensland has a large regional population—correct me if 
I am wrong on this—sometimes with cities as big as 100 000 plus, like Cairns and some of the 
others, it gets something like $1.20 relativities — 
Mr Barnes: It is $1.17. 
The CHAIR: It is $1.17, because it has a large regional population, whereas if we want to try to 
create a large regional population in Western Australia, the system basically acts against that, does 
it not? 
Mr Barnes: The expenditure required to develop those large regional populations is not adequately 
recognised by the grants commission. 
The CHAIR: Yes. So, for instance, the Ord project, how was that treated? 
Mr Barnes: It was not assessed as an expenditure. 
The CHAIR: As an expenditure, so that would have been over and above any other expenditure of 
government. The commonwealth money that came in for the Ord, how was that treated? 
Mr Barnes: I am not sure. Richard, do you know? 
Mr Watson: No. We would have to go back and check. 
The CHAIR: Would you be able to do that for us? 
Mr Barnes: Sure. 
[Supplementary Information No A8.] 
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The CHAIR: Are there other projects like that? In answer to my question, you basically said that 
any money that is over and above the ordinary business of government spent by royalties for 
regions, for instance, is not recognised by the commonwealth or the commonwealth grants process. 
Mr Barnes: Correct. 
The CHAIR: Have we ever put an argument to the commonwealth that that should be the case with 
royalties for regions? 
Mr Barnes: Yes, we have. 
The CHAIR: When was that made?  
[3.30 pm] 
Mr Barnes: That was as part of the grants commission’s 2015 methodology review. We provided 
multiple submissions in the three or four years leading up to that 2015 review, and royalties for 
regions and the need to spend on developing the amenity of these communities was a big part of 
those submissions. 
The CHAIR: Is there any major economic infrastructure, rather than just the beautification 
projects? Ord was clearly an economic piece of infrastructure, but are there other pieces of 
economic infrastructure that have been built either with or without royalties for regions money in 
regional WA, that are not picked up under the commonwealth grants process? 
Mr Barnes: Our major focus, to be honest, has been more on the social infrastructure that goes with 
those large projects. To take Onslow as an example, it is the need for additional capital expenditure 
on hospitals and other community facilities to support growth in the workforce and the community 
that in turn is necessary to support the LNG projects. That has been our focus. We feel that that has 
been effectively totally ignored by the grants commission; that social infrastructure that is necessary 
to support those economic development projects. That has been the major focus of our arguments 
with the grants commission, in terms of other direct economic infrastructure projects. 
Mr Court: I think one other argument we put forward was that the costs associated with developing 
the North West Shelf have never been recognised, yet the North West Shelf grants we received 
from the commonwealth are equalised. That is one significant economic infrastructure project. 
The CHAIR: How would Oakajee have been treated if it had ever gone ahead? I ask two questions: 
first, the government expenditure on it, and, second, the commonwealth money that may have been 
provided towards it. 
Mr Court: They do not tend to assess individual projects, though there are a range of different 
expenditure categories that may have been taken into account, so the impact of population growth 
that might have been facilitated by the Oakajee project is an assessment that would have been 
undertaken in the grants commission process, but the individual project itself is not. It depends on 
where the expenditure might be, rather than actual projects, whether it is health, education or roads 
expenditure. It gets picked up in the assessments, but the individual Oakajee project does not get 
specifically looked at. 
The CHAIR: I must say that the more I read about it the more it becomes almost like making it up 
as you go along. 
Mr Watson: Perhaps I can add some further clarity to the Deputy Under Treasurer’s comments. 
The commission undertakes what it calls a capital needs assessment, which is an aggregate 
assessment for the economy as a whole—the state as a whole. New capital needs spending is driven 
by population growth and then adjusted for things like remoteness, which adds additional costs. 
That was introduced as of the 2010 review. It was an assessment that we had been arguing for 
a number of years to try and help address some of the concerns that we have had about development 
expenditure not being fully recognised on the capital side. Our view is that that still does not go far 
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enough because it does not take into account the specific needs of the state of Western Australia, 
which, as you say, is trying to grow an economy, and grow major regional centres, rather than them 
already being there. 
The CHAIR: Did the Townsville convention and entertainment centre—that was one you argued 
should be included, or that commonwealth money towards it paid to the local government should be 
treated as a payment to the state—do you know how that ended up being treated by the 
Commonwealth Grants Commission? 
Mr Barnes: Sorry, which one was that? 
The CHAIR: The Townsville convention and entertainment centre that you made reference to in 
your 2014 update of new issues discussion paper. 
Mr Barnes: I would have to check the outcome of where that one landed. 
The CHAIR: Maybe you can provide that by way of supplementary information. 
[Supplementary Information No A9.] 
The CHAIR: It strikes me that the way in which it is currently structured very much supports 
consolidation of urban development in the major urban centres, and a business-as-usual approach. 
Is that a fair comment? 
Mr Court: That is correct. The commission bases its assessments on a judgement as to what it is 
that states do when it sets what it calls the national average policy. That will generally be driven by 
the state’s quota, just because of the nature of major population centres in the eastern states. 
Mr Barnes: In terms of this capital expenditure needs assessment that the grants commission does, 
it does that only through a very macro assessment of population growth and the impact of 
population growth on infrastructure requirements. Just having a look at the 2016 update report from 
the Commonwealth Grants Commission, they make a point in here, and I am quoting directly from 
the report — 

We have proxied the impact of population growth on State fiscal capacities by measuring 
the impact of changes in State population shares on urban transport investment, investment 
in urban roads and general investment … but excluding the impact of State population 
growth on the intrastate distribution of people … 

I think that is an important omission. It is a very macro-level assessment that does not pick up that 
intrastate dispersal of where the population hotspots may be within the state, including in areas like 
Onslow, for example. 
The CHAIR: In a place like Cairns, because you have 100 000, it is a combination of—you get 
100 000 people and they are considered remote in Cairns, and therefore that is why Queensland gets 
a really large payment of $1.17, because they also have 100 000 people living there, and it is also 
argued that they do need a hospital because of that population, whereas the 30 000 people living in 
Port Hedland or the 30 000 living in Karratha are treated as not needing that hospital. 
Mr Barnes: There was a change in the way the grants commission assesses remoteness in its 2015 
review. As you say, the definition of remoteness is all about the location of a regional or remote 
town relative to a major urban centre. They changed the definition of a major urban centre, and they 
also put a kilometres cap on the distance between a regional or remote town and a major urban 
centre. The result of those two changes, for example, was that Kununurra used to be classified as 
very remote. It is now classified as remote, the same as for example — 
The CHAIR: Where did it suddenly become closer to? 
Mr Barnes: That one, in that case, would have been because of the capped distance that they put in, 
I think it is a 1 250 kilometre capped distance between Kununurra and the major urban centre, 
whatever that would be. 
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Mr Watson: Essentially, their argument was that once you get 1 250 kilometres away from the 
major population centre, there are no further additional costs of remoteness the further you go. 
The CHAIR: So there is nowhere that is now very remote at all? 
Mr Barnes: Well, not many. In WA’s case, previously, prior to the 2015 review, Kununurra, 
Broome, Karratha and Roebourne were all classified as very remote, but now they are classified as 
just remote, the same as, for example, Strahan in Tasmania, so Kununurra and Strahan are treated 
equally by the grants commission in terms of their remoteness. 
Hon HELEN MORTON: Is there something called very remote still, or not? 
Mr Barnes: There is a category called very remote, yes. 
Hon HELEN MORTON: What would apply in Western Australia, other than Kalumburu? 
Mr Barnes: I suspect Queensland is getting most of that benefit of the very remote classification. 
In terms of WA, I am not sure what would be left. We can take that on notice if you like. 
The CHAIR: Apart from a fair deal for WA, what is very remote? You have agreed to supply 
details of what is classified as very remote. 
[Supplementary Information No A10.] 
The CHAIR: It might be something I would have to talk with my committee members about, but 
I would be really keen to get a broader briefing one day on this whole issue of the commonwealth 
grants process. My personal view is that that is the area where we need to be doing a lot more work 
in identifying what money is coming, and how WA is being treated, particularly relative to 
Queensland. I just think the differential between us on 30c versus $1.17 does not make any logical 
sense to me. It may be that their major road at the moment that they want to upgrade is the 
Bruce Highway, which would be part of the national road network, so they get a great benefit out of 
the road issue, whereas ours are other roads. 
Mr Barnes: There are a couple of reasons why Queensland would and should have a higher 
relativity than us. For example, the natural disaster expenses that it has incurred in recent years have 
been significant—cyclones and floods—and that is taken into account by the grants commission. 
Also, similar to our iron ore industry, their coal royalties have declined, but the value of production 
from their coal industry has declined at a much faster rate than the iron ore industry in WA. That is 
basically because while both iron ore and coal prices have come off substantially, production levels 
of iron ore in WA have increased substantially; in coal’s case, much less so, so the total value of 
coal production has come off faster, so they get rewarded, if you like, through the grants 
commission process for that. 
[3.40 pm] 
The CHAIR: They were always being rewarded—before that, too.  
Mr Barnes: Having said that, to my mind, those two factors do not explain the extent of the 
difference between 30c in the dollar and $1.17.  
The CHAIR: If we have to provide a hospital in Broome, I cannot imagine that the cost difference 
between a hospital in Broome and a hospital in Cairns is going to be significant. There might have 
to be extra nurses because it is 100 000 or 120 000 people versus 30 000 people going through it. 
The quality of service, such as ED consultants and those sorts of things, will probably still need 
a fairly similar number.  
Hon MICHAEL MISCHIN: To be able to attract people to Cairns is possibly easier than it would 
be for a regional centre in Western Australia, simply because of the critical mass of population and 
the services that can be provided in those larger regional centres in Queensland.  
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The CHAIR: Which is why the system favours maintaining the status quo rather than trying to 
move places like Broome to be on a par with Cairns.  
Hon MICHAEL MISCHIN: It is the difficulty of trying to establish Karratha as a regional centre 
the same as Cairns is substantial. Once it is established, the bias will be the same as towards Cairns. 
In the meanwhile, that is the challenge that is being faced. I think the Treasurer, and certainly at the 
bureaucratic level and also at the ministerial level have made considerable representations over the 
past several years to put Western Australia’s point of view and get some redress, but with limited 
success. I think that was also the experience of the previous Labor government here dealing with 
the commonwealth, and it has not improved. 
The CHAIR: I think we can do it more around the hard data of where there are examples, so I will 
finish with my last question on notice. Can the Attorney General go through and identify any key 
infrastructure in Western Australia where he thinks we have not been properly recorded, but also 
any key infrastructure on the east coast—so, where it has been treated poorly in WA and favourably 
on the east coast? I used the example of the Townsville Entertainment and Convention Centre, but 
if we can have other examples of that. 
Mr Barnes: Chair, we will see what we can do, for sure. It might be difficult though because, apart 
from roads, which has its own assessment category, as I said, because of this very macro-level 
assessment of infrastructure spending that is based on population growth, it is not a project by 
project assessment, but we will certainly see what we can provide. 
The CHAIR: I refer to public transport then. On that point, you mentioned that the Commonwealth 
Grants Commission model cannot distinguish between underlying cost drivers and policies to spend 
more on public transport. What does that mean? Does that mean they do not have their own separate 
category? How do they do that?  
Mr Watson: It means they have based their assessment of public transport expansion needs on a set 
of assumptions that we are not confident reflect those needs. Perhaps, under notice, we can provide 
to the committee a copy of our submissions on that issue on the methodology review.  
[Supplementary Information No A11.]  
The CHAIR: If there are no questions on this, we might take a five minute break and come back.  

Proceedings suspended from 3.43 to 3.49 pm 
Hon KATE DOUST: I have a question in relation to the public sector workforce renewable 
strategy, specifically on the Department of Education. I know that questions have already been 
asked during question time and also during estimates in the other place about how that strategy 
applies in the Department of Education. I understand that, based on the information from those 
earlier questions, the Department of Education targets are $50 million for this financial year, 
$77 million for the following financial year and $105 million in the next. The department in its 
response at the time advised that it has achieved the first $50 million target by working with 
Treasury to absorb that amount. The words they used were: “by rebaselining and zero budgeting”. 
I want to know whether Treasury can provide an explanation as to what it understands these terms 
to mean and is Treasury satisfied that the savings are real?  
[3.50 pm] 
Mr Jones: That is my answer! I admit I did chuckle when I heard that answer in the lower house 
estimates. It is true that workforce renewal savings have been written into the bottom line for the 
Department of Education. They refer to the cost and demand model that we have developed with 
them, which basically does a zero-based budgeting. For example, we look at every cost centre in 
education. They are funded on a number of variables. The major variables are the number of 
students, because they are funded on a per student basis. We look at costs such as housing and 
transport costs, which have come down. We also look at things like RiskCover premiums and other 
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costs. In relation to workforce renewal, the total cost of service, which is the headline in the budget, 
which includes that being achieved, how that is actually allocated to schools is done by the 
Department of Education for a thing called the student-centred funding model. Those savings have 
been included in the total bucket of money that we have funded them. On how they apply that 
across their business, you will have to get the answer on how they have done that.  
Hon KATE DOUST: I was going to ask this because I was not sure whether you were going to 
provide that, but what elements of the Department of Education’s normal operations does Treasury 
understand were revisited to meet those targets; and, if you are able, can you provide a list of 
those changes?  
Mr Jones: I can give you a list of some of the elements whereby we made a budget adjustment of 
$268 million, and that appears in the budget papers. The first of those was a reduction in the 
forecast of enrolments. Basically, in last year’s budget our projections had 3 300 more students 
turning up to school this year than actually turned up, so there was a reduction there over the 
forward estimates of $166 million. Another reduction through the costs and demand model is 
forecast housing and transport costs of $54 million. That is predominantly rents for GROH housing. 
As you are probably aware, Education is probably the biggest client of GROH housing. Obviously, 
some of those houses are owned by the state; others are privately rented. In areas such as the 
Pilbara, a few years ago we were paying top rent for housing. There has been a wash-through of 
those rents and the actual costs in a number of departments, including police and Education, have 
come down and that is part of one of the savings that were made. RiskCover premiums: again, there 
was $67 million; we normally fund them as a pro rata adjustment on the actual cost of their 
RiskCover premiums. The RiskCover premiums, on advice from ICWA, came down, and that is the 
$67 million saving over the forwards estimates. Then there are some other miscellaneous costs. 
So in terms of that adjustment, they were some of the factors in the cost and demand model that 
were adjusted for actual costs.  
Hon ALANNA CLOHESY: I want to turn to page 369 of the budget papers, item 45, under 
operating subsidy payments. There is $1.4 million in 2016–17 for the Forest Products Commission. 
Can you tell me what that is for? What is that about?  
Ms Gulich: That is additional expenditure funded through Treasury administered for replanting of 
pine plantations under the auspices of the strategic assessment of the Perth and Peel region project.  
Hon ALANNA CLOHESY: So it is a one-off?  
Ms Gulich: A one-off targeted replanting program, as part of the negotiation and discussions with 
the commonwealth on the conservation value of pine plantations.  
Hon ALANNA CLOHESY: Is that related at all to the sale of the Forest Products Commission?  
Ms Gulich: No.  
Hon ALANNA CLOHESY: In terms of the dividends expected, on page 384, can you talk me 
through the dividends as they are presented there? There just does not seem to be anything budgeted 
for this financial year.  
Ms Gulich: For the Forest Products Commission?  
Hon ALANNA CLOHESY: Yes.  
Ms Gulich: The estimated actual is $562 000.  
Hon ALANNA CLOHESY: But there is nothing in the forward estimates for 2017–18 and 2018–
19, but about $1.2 million for 2019–20.  
Ms Gulich: It is quite a small dividend payment agency. It really comes down to its operations and 
replanting program and how it either expends or capitalises that through those statements, 
depending on the size, scale, location and the use of the plantation. If it is an asset, it is capitalised, 
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whereas if it is shorter term leasing arrangements in some of its shared cropping, it is an expense. 
There is a lot of volatility in its actual bottom-line profit that then flows through to our dividend.  
Hon ALANNA CLOHESY: How much is anticipated for the sale of components of the Forest 
Products Commission? 
Mr Barnes: Member, the government has made a decision not to proceed with the sale of the 
softwood plantation assets of the Forest Products Commission at this time. In budget paper No 3, 
there is a feature box that starts on page 50. That covers the Forest Products Commission as well. 
I think it provides a bit of a status update. The Forest Products Commission is actually on page 52. 
As indicated there, it is not proposed to progress the sale of the softwood plantation assets at this 
time.  
Hon ALANNA CLOHESY: Can you give me an update? It is still on the books, though? It is just 
not going ahead with it at all, or is it just delaying it for a little while?  
Mr Barnes: It is really no longer part of the current asset sales program.  
Hon ALANNA CLOHESY: Why is that? 
Mr Barnes: I will ask Mr Mann to elaborate. It actually boils down to the state agreements that are 
in place and the complexity of those.  
Mr Mann: We undertook a detailed legal feasibility, in particular focusing on those state 
agreements with the State Solicitor’s Office, and largely associated with the complexities and 
obligations under those state agreements, we concluded that proceeding with the sale at this time 
was just not feasible and the best way forward for government.  
Hon ALANNA CLOHESY: Thank you.  
The CHAIR: In the budget speech the Treasurer—in our house, the Attorney General—made 
mention of the fact that publicly owned assets had soared from $124 billion in 2008 to $192 billion 
now. I assume that is the total assets and not the net assets; is that correct?  
Mr Barnes: That would be right.  
The CHAIR: It would be about $68 billion since 2008?  
Mr Barnes: That is correct; yes.  
The CHAIR: Do we have any idea what the actual net asset growth has been over that time?  
Mr Barnes: Do you mean net worth?  
The CHAIR: Yes, the net worth, or the net assets, however you want to describe it.  
Mr Barnes: I may have that in front of me; give me one minute. Was it total public sector net 
worth, chair, starting in 2008–09? 
The CHAIR: Or for 2007–08, I suspect, for the $142 million.  
Mr Barnes: At 30 June 2008, the total public sector net worth was $92.8 billion. At 30 June 2016, 
it is estimated to be $118.9 billion. That is about a $26 billion increase. 
[4.00 pm] 
The CHAIR: In fact, this year you are predicting that that will decline again, are you not?  
Mr Barnes: Correct. 
The CHAIR: And that was a decline on the year before? 
Mr Barnes: Yes. So, by 30 June 2017, we are looking at net worth of, in round terms, $116 billion, 
which is a $2.9 billion reduction on 2016.  
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The CHAIR: In terms of that $23 billion, so in terms of net value, how much of that is through just 
simply assets being revalued as opposed to new assets being purchased?  
Mr Barnes: I do not have the split in front of me. It is certainly both factors. We can provide that 
split on notice.  
[Supplementary Information No A12.] 
The CHAIR: And where those revaluations and new assets are? I would have thought that over the 
last eight years we have been purchasing $5 billion or $6 billion worth of assets every year, have 
we not?  
Mr Barnes: Correct.  
The CHAIR: I would have thought you would have expected us to have somewhere in the order of 
$50 billion worth of increase in our net worth, would we not?  
Mr Barnes: We had borrowings rise over the same period, so the net amount is obviously net of the 
increased borrowings.  
The CHAIR: If you can take that on notice anyway about how much of it is through revaluations 
and a breakdown within the different classifications.  
Hon HELEN MORTON: In terms of revenue writedowns into this financial year, I note on 
reading the papers that all revenue streams are down—payroll tax, transaction tax and land 
administration tax—despite the rate increasing for land tax. I do not understand that. I would really 
like to understand why land tax is down, despite the rate increasing.  
Mr Barnes: Land tax in this current financial year, 2015–16, has increased by, off the top of my 
head, roughly 27 per cent. That is due almost entirely to the increase in land tax rates announced in 
last year’s budget. The decrease you are referring to is in the coming financial year, 2016–17, so we 
are forecasting a reduction in 2016–17 relative to this current year. That reduction is driven by 
lower land valuations from the Valuer-General. There is a bit of a lag in the land valuation process 
and the impact of that on land tax, so the land values for 2016–17 are struck as at August 2015. 
So you are comparing August 2015 values to August 2014 values. Over that time period, 
unimproved land values pretty much across the state but mostly regional areas have come off pretty 
significantly. Those lower valuations will be reflected in lower land tax revenue in 2016–17.  
Hon HELEN MORTON: What contributes to a reduction in the valuation rate? 
Mr Barnes: Market conditions, basically. The Valuer-General effectively determines the market 
value of that unimproved land. Given the general deterioration in the market over that time period 
that I mentioned, that has been reflected in the lower valuation. 
Hon HELEN MORTON: Can you give an average percentage of that reduction in the following 
financial year? 
Mr Barnes: Comparing the values at August 2015 to August 2014, which, as I mentioned, is the 
relevant time period for the 2016–17 land tax assessments, across the regions for commercial, 
industrial and residential properties, their unimproved land values have been revised down by the 
Valuer-General by 8.35 per cent—a fairly significant reduction there. In the metropolitan area, 
commercial property valuations have been revised down marginally by 0.43 per cent. Industrial 
properties have been revised down by 2.61 per cent and residential is largely flat at 0.35 per cent. 
As I indicated, it is largely flat land value growth in the metropolitan area and it is a significant 
downward revision to values in the regional areas.  
Hon HELEN MORTON: I understand it then.  
Hon KATE DOUST: I just want to come back to that dot point under “Strategic Projects” on 
page 374, again looking at Perth Children’s Hospital. I note that whenever matters have been 
canvassed in the public arena and the media around problems linked to the construction of the 
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hospital, particularly the subcontractor issues, the main contractor, John Holland, has not provided 
any public comment at all about those difficulties. I am just wondering if you could tell us whether 
there are any constraints placed upon John Holland via the contract with the state government about 
making any media comment or whether on these number of occasions the minister has directed 
John Holland not to make any public comment about these issues? 
Mr Mann: In respect of the first part of the question, consistent with all state government contracts 
that I am aware of, contractors are generally required to seek state government approval prior to 
making any media comments in relation to the project. There is no instance, though, to my 
knowledge, where John Holland has been directed, certainly not by my team, and to my knowledge 
by the minister, not to make any statements in respect of subcontractors on Perth 
Children’s Hospital.  
Hon KATE DOUST: If that is the case, why is it do you think that John Holland has not made any 
comment about any of these matters that have been raised in the media, be it the underpayment or 
non-payment to subcontractors or the death that occurred? 
Mr Mann: John Holland’s advice to us has been that in the vast majority, if not all, of the cases in 
question, the matters relate to contractual disputes and John Holland has taken the position that they 
are not prepared to make public comment on matters of dispute between them and 
their subcontractors.  
The CHAIR: My recollection of those contracts are that they are normally the other way around—
that the contractor has to get your permission to make public comment rather than that you can 
direct them not to. They have to come to you with what they want to say and you need to sign off 
on them. Is that correct?  
Mr Mann: Correct. 
The CHAIR: Have they ever put anything to you and you have not signed off on it?  
Mr Mann: In respect of these subcontractors?  
The CHAIR: In respect of any matter. 
Mr Mann: No.  
The CHAIR: So, they have never asked for permission to make comment and you have refused it 
rather than you directing them not to make it?  
Mr Mann: That is correct.  
Hon KATE DOUST: The third dot point on that page talks about the delays to construction and 
commissioning. Can you provide some detail or perhaps a list of what works still need to be 
completed or items that need to be replaced to ensure completion of that project?  
Mr Mann: The works now are substantially complete. The hospital’s completed areas are being 
progressively handed over for transitioning activities. It is really now in the final stages of finishing 
and commissioning activities to complete the hospital. There have been some significant defects 
that have been widely publicised that have had a large impact on delays to completion, in particular 
dealing with the replacement of fire doors. That work is now well advanced and in its closing 
stages. That certainly had a major impact in the latter stages but it is an extremely complex facility, 
as you would appreciate. It is the scale of commissioning the hospital and dealing with the 4 000-
odd rooms that comprise the hospital and programming and completing all that work that is taking 
time. There is a heap of work to do, but it is now in its final stages and we have substantial portions 
of the facility complete and handed over.  
Hon KATE DOUST: I would be interested to see that list of the heap of work that still needs to be 
done if you can perhaps itemise that for us. 
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Mr Mann: There is a question of the level of detail you would like to go to, but we will certainly 
provide you with a detailed list of the outstanding works.  
[4.10 pm] 
Hon KATE DOUST: If it is not enough detail, I will come back and ask for more.  
The CHAIR: Give us as much detail as you feel free to do so.  
Mr Mann: We can certainly provide you with plenty of that.  
[Supplementary Information No A13.]  
Mr Mann: It is not difficult to provide that. As you appreciate, we have that itemised, so we will 
provide that.  
Hon HELEN MORTON: I am actually quite interested in the decommissioning of the existing 
Princess Margaret Hospital, and do Treasury have a role in that, or is that managed by 
someone else?  
Mr Mann: No.  
Hon HELEN MORTON: Elsewhere, is it?  
Mr Mann: That is right.  
Mr Jones: The Department of Health  
Hon HELEN MORTON: Okay, that is fine.  
Hon KATE DOUST: I just want to go back again to the Perth Children’s Hospital. In September of 
last year, we asked a question around the amounts that were still outstanding for approved 
variations to contracts, and there were a list of more than 100 variations and a substantial amount of 
money that was owed to a whole range of subcontracting companies. Are you able to provide an 
update, and—you might have to do this on notice—an update on how many of those matters are still 
outstanding for the approved variations? 
Mr Mann: An update of the variations register?  
Hon KATE DOUST: Yes.  
Mr Mann: Yes, absolutely we can provide that for you.  
[Supplementary Information No A14.]  
The CHAIR: I just want to go to page 51 of budget paper No 3 and in that you talk about the Land 
Asset Sales Program. It states — 

It is anticipated a total of $536 million will be realised between 2015–16 and 2019–20, 
including $293 million in freehold land sales (held by State agencies) and $243 million in 
Crown land sales. Sales contracted to date under the program total $143 million. 

Just to be clear, is that $143 million on top of the $536 million or we should take that off the 
$536 million?  
Mr Barnes: It is part of the $536 million, chair.  
The CHAIR: It is a part of the $536 million?  
Mr Barnes: Yes.  
The CHAIR: It will be divided up into some freehold and some crown land, I would imagine, at 
$143 million.  
Mr Barnes: Correct.  
The CHAIR: Have we identified the land that will make up the remainder of that $536 million? 
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Hon MICHAEL MISCHIN: I will ask Ms Gulich.  
Ms Gulich: A large portion of it. As you might recall, there was a top 20 list of complex and large 
sites that are there identified. We have been working through which ones of those will transact over 
the forward estimate period that makes up that $536 million estimate. Subsequent to that, there was 
a second stage process where the Department of Lands led an analysis of basically the Landgate 
asset base, and through that they identified land that met the criteria of being basically almost sale 
ready–land that was vacant or was not used for its highest and best use that was in a position where 
there was a viable market, so mostly metropolitan sites and that did not require heavy 
deconstraining. That is that sort of that churn that is going through. I think there are about 100 of 
those sites that have either been sold on the market at the moment or are scheduled to come on the 
market over the next 12 to 18 months.  
The CHAIR: But some of those are quite small lots, are they not—country lots that might only get 
you $25 000 or something at the lower end of the scale? 
Ms Gulich: Yes, it is a real mix. It is balance between having the churn of activity, making sure we 
are not flooding the market with too much in the one site, whilst allowing for the time to get in and 
work through the complex sites, which are the large value, large complexity—the sites that have 
been basically in the overhang.  
The CHAIR: Is any of that amount of $393 million still to be realised on lands owned by LandCorp 
or the Department of Housing or any of those agencies, or the Metropolitan Redevelopment 
Authority—agencies that are normally in the business of selling land?  
Ms Gulich: No, this does not include what we are calling the “trading stock”, which fits in those 
agencies. Beyond the stage 2 land that is being developed, there is a further body of work of 
unidentified parcels of land. That sales target, by the back of forward estimates, is an estimate, 
based on the size of the government assets, government land estate and their number of transactions 
we think we can do within these resources.  
The CHAIR: A number of those original top 20 have now been ruled out, because they are not 
going to occur in the forward estimates. I think, correct me if I am wrong, there is a number of them 
that have constraints with either contamination or the agriculture department. You have to find 
a new agriculture headquarters—I note there is no funding for it in the budget this year. I cannot see 
you moving, being able to realise the land sale there. There is a range of them. How many blocks of 
land have we actually got identified for sale and what is the value of those, as opposed to what you 
hope to sell over that four-year period? Where there is clearly land identified and we have now got 
it to a point where we are confident it will be sold, because a lot of those top 20 I am not even sure 
how you could have been confident when you released them, let alone you certainly cannot be 
confident that they are going to be sold over the next four years now.  
Ms Gulich: So, 72 properties have been sold to date, as per the — 
The CHAIR: Yes, that is the $143 million.  
Ms Gulich: That is the $143 million. There are 39 on what is called the land asset management 
portal at the moment. They are actively on the market.  
The CHAIR: What is their total estimated value if they are all sold?  
Ms Gulich: I do not have that with me.  
[Supplementary Information No A15.] 
Ms Gulich: Then there will be further phases of land being identified, some which have already 
been identified at the parcel of land, and others are yet to be identified as we get into 2018–19 and 
2019–20. Part of that consideration in the back of forward estimates would be: what is the market 
condition and where is the most appropriate place to be selling land? Part of the deliberation that 
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happens with the Department of Lands and a group of government agencies is highest and best use 
of the land; making sure we are not selling the land that is required for state priority purposes; what 
the market can handle, so we are not flooding the market or selling land in an inappropriate time—
so that is certainly constraining the land we would have sold in selling in the Pilbara and Kimberley 
at this point. There is lower sales coming through there at this point in time, which may turn back 
around as the market picks up in later years. There are a lot of factors that go in to actually 
determine which parcel goes where.  
The CHAIR: The Department of Lands have already been doing that exercise of identifying land 
now with agencies for, what is it—September 2014, where you did the top 20 and said you were 
going to look for the others? Surely, if we have now got a figure in the budget of $393 million in 
land sales, we should be able to attach that to a number of parcels of land. It may be surplus, it may 
add up to more than $393 million in estimated sales, to take account of those factors. How can we 
have a figure in the budget of $393 million to be realised and not yet having identified where those 
lots of lands are when you have had, what is it, almost two years now of going through every 
government agency to identify surplus land? How do you develop a budget on that basis?  
Ms Gulich: It is not uncommon to set a target for land sales; it has been done almost every budget 
I can think of.  
The CHAIR: I accept that two years ago, when you said your top 20, and here you are, although 
I can have disputes with you, I could have crossed out four or five of them the day you released 
them and most of them will come to be true. But after two years almost of going through, or at least 
18 months when you were preparing this budget, you have had 18 months of going through 
a rigorous process with the Department of Lands and agencies to identify land, and you are telling 
me you still do not have the full $393 million that you have got factored into your budget for 
land sales?  
Ms Gulich: No. Not at the individual lot by the out years, so 2019–20, 2018–19. I would not be 
able to say what individual parcel of land that those assumptions relate to, but what the work has 
been is around setting the process in place, the policies and working with agencies. Even the 
$143 million that we have sold to date is a large step forward for agencies, where it has been very 
difficult to identify surplus land to pull it centrally and control it through consolidated account. 
It has been a more difficult process than just saying, “Landgate, where is your land? We want to sell 
it.” I have got a high degree of confidence that we have the process and the protocols in place now. 
We have the governance arrangements, we have the transaction of how we actually do the cash 
flow, we have had the Auditor General in, who audited the process and what we have actually put in 
place, and that will give us the confidence that we have basically got the machine in place to deliver 
these forward estimates assumptions.  
The CHAIR: You have not already gone through with every agency all of their land holdings to 
identify whether they are surplus? You have not already done that process for all agencies?  
Ms Gulich: The Department of Lands is probably best to discuss that with.  
[4.20 pm] 
The CHAIR: Is that a combination of both land owned by agencies in the general government 
sector and land owned by agencies in the other two categories—the non-financial and the financial 
public sector? 
Ms Gulich: Yes. As I said, it does not include the land held for trading stock, which is your 
LandCorp and Housing in most parts, but it does include land held by Western Power and 
Water Corp, which are the other two large landholders. 
The CHAIR: The PTA? 
Ms Gulich: Yes, PTA is part of it.  
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The CHAIR: What about the Insurance Commission?  
Ms Gulich: No, they do not hold much in the way of land and their physical assets have been 
transacted. I think that is detailed in the budget papers. 
The CHAIR: Yes, that is why I am asking you. Are the land and buildings that were sold by ICWA 
not part of that? 
Ms Gulich: They are not part of this target, no.  
The CHAIR: But any Water Corp, Western Power, Horizon Power, port authority land is included, 
other than the proposed leases of port assets? 
Ms Gulich: Yes.  
Hon KATE DOUST: I refer to “All Other Grants, Subsidies and Transfer Payments” on page 370. 
I note on the first line is listed “Acts of Grace” and there is a consistent allocation set aside for that 
throughout the forward estimates. Have there been any payments made in the last year under acts of 
grace or are there any claims on foot?  
Mr Barnes: We are just trying to find some detail on that.  
Ms Gulich: No act of grace payments have been made since 2013–14 under that category. 
Hon KATE DOUST: I just want to come back again to the Children’s Hospital and specifically 
looking at the Auditor General’s report that was tabled about a week ago and the comments made 
by the Auditor General in relation to Treasury’s monitoring of payment disputes. 
The Auditor General made a couple of recommendations but in the detail of this—sorry, it is not 
actually the monitoring; it is the earlier couple of paragraphs—the Auditor General gives a couple 
of examples of the types of information that was available and found that the consultant that 
Treasury had employed to look at the contractors creditor listings, was not requested to provide 
responses to Treasury and that Treasury had not followed up on report findings. It also says in 
this report — 

Treasury can improve its visibility of payments by the Contractor to its subcontractors by 
periodically requesting information on and reasons for overdue payments to subcontractors. 

Given our earlier discussion around this—I think you said that measures were going to be taken to 
try and improve this—are you able to provide the committee some detail of what measures Treasury 
will actually put in place, firstly to improve the transparency around these payments and, secondly, 
to put in place some sort of mechanism that would ensure that overdue payments are actually made 
to subcontractors? 
Mr Mann: We accept those comments from the Auditor General, notwithstanding though that we 
do not necessarily think that those comments, on face value, reflect the very large information that 
had been requested from the contract in respect of subcontractor payments, and continues to be. 
However, in terms of implementing a periodic, regular review as a matter of course, we have 
implemented that and will continue to do that as well as, of course, responding to any specific 
issues we become aware of. 
Hon KATE DOUST: Given the size of this particular project—you have also got a number of other 
projects on the go at the same time—this one in particular seems to have had a significant number 
of matters raised around non-payment to subcontractors. There must have been some discussion 
within Treasury, or a view formed, as to why the number of complaints has arisen. Has anyone 
asked the question of John Holland why this is happening? 
Mr Mann: Absolutely. Firstly, it needs to be understood that there are hundreds of subcontractors 
on this project. 
Hon KATE DOUST: I understand that. 
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Mr Mann: There are many, many, many subcontracts, obviously, where issues have not been 
raised. That said, absolutely, there has been a succession of issues that have been high profile. 
I think the Treasurer’s public comment has made it fairly clear that he also sees this as a significant 
concern. We have scrutinised John Holland’s payments, assessed their responses and discussed this 
issue with them repeatedly on this and other projects where they are involved as well; we have not 
had perhaps the same level of publicity, but there have been other issues as well. As the Treasurer 
has indicated publicly, we will continue to scrutinise them very closely. 
Hon KATE DOUST: Of those other sites where there has been a dispute, a number of those have 
been resolved through adjudication or via negotiation. It just seems to be that, on this particular 
project, that has not occurred and there have been reports—there just seems to be a heightened 
awareness of the number of problems on this site. I am just wondering what sort of due diligence 
does Treasury apply when looking at the contract? One of the things that has been put to me is that 
perhaps the initial tender document or contracting arrangement with Holland perhaps have been 
pared back and that these variations that have been made by the various subcontractors as you move 
down the food chain, if you like, have been put in place to try and put some meat back on the bones 
in the dollar sense. 
Mr Mann: When you are talking about contract provisions being pared back, in terms of the head 
contract between the state and John Holland, I would strongly dispute that. I think it is a very strong 
contract, certainly it is consistent with other contracts on other projects such as Fiona Stanley 
Hospital, for example, and the QEII central plant contract, which is also a managing contractor 
model. There is certainly nothing inconsistent. If anything, the provisions in the managing 
contract—the contract with John Holland—are stronger in a number of areas. Certainly, we see the 
requirements for John Holland to cascade down certain provisions to their subcontractors. 
They have been compliant with those requirements as well. It is difficult to say what happens at 
levels below that where the state has less direct control. In terms of the provisions of our head 
contract, no, it is absolutely consistent with other projects. In terms of the level of scrutiny, as I said 
earlier, we have used our ability under the contract to seek information and receive information 
from John Holland on a number of occasions. John Holland has been compliant with those requests 
and has provided information. When they have provided information, they have been able to 
demonstrate that in instances where subcontractor claims were not paid in full, that the reasons for 
withholding payment were justified and reasonable and the examples that the Auditor General 
looked at, they also came to that conclusion. Our independent auditor who looked at this issue in 
some detail also came to the same conclusion. At the end of the day, notwithstanding the reports—
yes, it is a significant concern—the evidence that has been provided to Treasury has demonstrated 
that in every case John Holland had made the payments that it was required to under the 
relevant subcontracts.  
Hon KATE DOUST: Where is the money then? Somewhere between the payments being made to 
John Holland and the subcontractors having completed the task they have been asked to do, they 
have not been paid. Has any investigation been done on where the money has gone to?  
Mr Mann: Absolutely. In almost every case, these issues refer to disputed amounts where 
subcontractors are claiming for amounts over and above their original contractual entitlement where 
that entitlement is disputed, in the same way that John Holland has lodged contractual claims on the 
state where the state disputes their entitlement to those payments. In those cases, the state has not 
paid John Holland and will not unless it can be demonstrated that there is a genuine entitlement.  
The CHAIR: On page 374 you make mention of the provision of schools, the partnership, for 
four primary and four secondary schools. When can we expect the contract or the deed for that will 
be made public?  
Mr Mann: It is awaiting the endorsement of the Treasurer to post that right now—so, imminent.  
The CHAIR: Has it been with the Treasurer long waiting or has it just gone up to him?  
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Mr Mann: No. I expect that that approval will follow very soon. The contract documents, plus the 
project summary, will be posted on the Treasury website as per usual practice.  
The CHAIR: With very few redactions or quite a lot?  
Mr Mann: We would think a very modest number of redactions and a huge amount of information 
available for those who choose to read it.  
The CHAIR: Maybe you can give us a bit of a teaser today. Can you tell me whether that 
agreement provides any rights or obligations on the department or the principals of the schools to 
make facilities and/or the use of the site available for delivery of services either for profit or not for 
profit to the people you have a contract with? Does the contract allow the people building the 
schools to have any rights to have access to those schools or to sell rights to those schools to 
third parties?  
Mr Mann: Generally, as most PPPs do and as similar models have in other jurisdictions, they do 
provide for commercial opportunities to be pursued that do not interfere with school operations, and 
typically outside school hours. There are some limited opportunities provided for within this 
contract. I can provide you with details of those. I can provide you with those separately.  
[4.30 pm] 
The CHAIR: You cannot do that now, though, or provide an overview? Are we talking about the 
ability to build cafeterias on the sites or just renting gymnasiums after school hours, or what are we 
talking about?  
Mr Mann: Child care predominantly. I would prefer to provide the precise list as supplementary.  
[Supplementary Information No A16.]  
The CHAIR: When you say not interrupting school hours, obviously lots of schools conduct 
activities on school premises outside of school hours. Are the hours all defined in the contract or are 
they subject to negotiation, or does the principal have a right of veto? 
Mr Mann: It is subject to departmental approval.  
The CHAIR: The department will hold the right to say, “That interferes with our 
normal operations”?  
Mr Mann: Correct. As you would expect, there are strong provisions around that. They are detailed 
in the contract.  
The CHAIR: I cannot wait to get it. I should mention, too, the document that was tabled earlier is 
now public—the one about the stadium. In that, you say — 

The analysis shows that over the initial 10 years of the operating phase, the income 
derived from Perth Stadium’s operational model is forecast to meet its operational 
costs. 

What about for the next 15 years of the contract? It is a 25-year contract, is it not? 
Mr Mann: Yes. 
The CHAIR: You are saying that your modelling shows for the first 10 years, what about —  
Mr Mann: The DBFM contract is a 25-year term, but the majority of key operating agreements are 
10 years, including the operator agreement, the review period within the user agreement for football 
parties, and also the agreement with the Western Australian Cricket Association and the 
Australian Cricket Board. Because we have definition around the user agreements and the revenue 
streams associated with those in particular, the 10-year modelling scenario offers us a degree of 
precision that enables us to model those revenues and expenditures more confidently. As we move 
through time, we will extend that modelling, as you would expect, and hopefully demonstrate the 
same applies in the time period beyond the initial 10 years.  
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The CHAIR: I would imagine, though, in a new stadium, a lot of your life-cycle maintenance costs, 
plus in theory on an accounting basis you should be making provision for them every year — 
Mr Mann: Yes. 
The CHAIR: You may not incur the actual expenditure until later and potentially even up to closer 
to the end of the 25 years —  
Mr Mann: Yes.  
The CHAIR: How will that be treated in terms of life-cycle maintenance costs? Whose job is it to 
collect and hold that money so that that work can be done? 
Mr Mann: Life-cycle costs are provided for under the DBFM contract. You are absolutely correct; 
by the time we get to 10 years, we are starting to get into cyclic life-cycle replacement costs. 
Within the first 10 years we have demonstrated we can recover those costs. We will need revenue to 
recover those ongoing costs through the remaining 15-year life cycle as well.  
The CHAIR: I am trying to understand the structure of the contract. The contractor that is building 
it at the moment will be paid an ongoing fee by the stadium operator?  
Mr Mann: No. VenuesWest has budget provision to make those contract payments to Westadium, 
the DBFM contractor, and those contract payments include for life-cycle costs. They are agreed up-
front. The maintenance profile over the term of the DBFM contract is agreed up-front; the payment 
structure is made accordingly and those are then locked in and paid by VenuesWest as 
contract payments.  
The CHAIR: And VenuesWest, in theory, will get back from the contract they have with the 
stadium operator —  
Mr Mann: That is exactly right. VenuesWest recovers the revenue through the operating contract 
to meet the cost of the life-cycle and other operating costs.  
The CHAIR: If the operator of the stadium cannot make their payments, the state still has to make 
its payments to the stadium contractor?  
Mr Mann: Yes, exactly.  
The CHAIR: We are carrying the risk of — 
Mr Mann: Hence the cost risk that we have identified previously. 
The CHAIR: If we go back to —  
Mr Mann: Last year’s budget.  
The CHAIR: I was going to go back to the convention centre and the difficulties there in terms of 
the initial operator of that.  
Mr Mann: But that is exactly the mechanism.  
The CHAIR: We will then be making payments for life-cycle maintenance costs. Are we 
depreciating on standard 25-year depreciation for life cycle? How are we treating life-cycle 
maintenance costs? Are we paying it on an annual basis for an average over the full 25 years?  
Mr Mann: The contract payment profile over the 25 years reflects the life-cycle cost profile and, 
indeed, the profile of interest payments and other service delivery costs. It is what we call 
a “lumpy” profile to reflect that. It is not a straight-line profile.  
The CHAIR: In theory, though, in the early years it will be heavily loaded with interest costs as 
you are paying down the interest costs, and in the later years it will come up by — 
Mr Mann: Life cycle is cyclic. Within the first 10 years, for example, we get cycles of life-cycle 
cost and then, as we move towards the back end of the contract, life-cycle costs; depending on 
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where you are, you get lumps, if you like, or spikes where we are incurring life-cycle costs, and 
more in some years than others. 
The CHAIR: We will only pay to the DBFM contractor the life-cycle maintenance costs in the year 
in which they are expected to spend them?  
Mr Mann: Roughly, yes. We pay them against the life-cycle maintenance profile, yes.  
The CHAIR: If the seats need to be replaced in 15 years, they will get the payment for the seats at 
around the 15-year mark. They do not get an ongoing payment by year 15; they have enough for it.  
Mr Mann: That is right.  
The CHAIR: Will the public ever see what that lumpy contract is in terms of the payments that 
need to be made over the 25 years of the contract?  
Mr Mann: The nominal costs in that goods and services line item under VenuesWest include 
those costs.  
The CHAIR: Yes, but over the full 25 years? That shows us for four years, does it not?  
Mr Mann: That is right. 
The CHAIR: So we have to wait and, every four years, get another instalment of what those 
payments will be. Will it ever be released?  
Mr Mann: That becomes a policy position, but at this point no. The disclosure will be via budget 
papers in respect of the nominal costs and, in terms of the net present cost of the overall contract 
value, the contract summary that is published on Treasury’s website.  
The CHAIR: If they are ultimately going to be released as part of the budget papers, what are the 
commercial confidentiality issues that stop them from being released today?  
Mr Mann: The individual payments?  
The CHAIR: Yes, for the total life of the contract.  
Mr Mann: The potential to be able to derive parameters such as interest rates, for example.  
[4.40 pm] 
The CHAIR: Why is that? Where is the commercial confidentiality requirement for that? Why does 
that need to be kept confidential?  
Mr Mann: The starting point is that under the contract, the parties have agreed that those details are 
commercial-in-confidence. As you rightly point out, that does not preclude the state from releasing 
that information, particularly to Parliament. However, the state at this point, has taken the position 
that due to the potential for the release of that the information to be damaging to both the state in 
future negotiations and to the contractor by revealing a level of detail which could potentially 
diminish the competitive advantage of the contractor, those details should not be released at 
this point. 
The CHAIR: What about the first 10 years? You just said that most of the contracts will be set for 
10 years. Can we get the first 10 years of the contract made available to us?  
Mr Mann: The same principle applies. 
The CHAIR: Except how will that interfere in contracts? The contracts are set. I suspect the 
contracts will be renegotiated in the last two years, by which stage you will have two years of the 
lumpy payments beyond the first 10 years.  
Mr Mann: Firstly, the user agreements with football have not yet been concluded, so whilst the 
modelling is based on an advanced stage of negotiations, they have not yet been concluded. 
Secondly, the first point that I made that release of the detailed information at a granular level that 
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has potential to be damaging would occur irrespective of whether the user agreements and operator 
agreement are in place or not as far as Westadium is concerned. 
The CHAIR: How?  
Mr Mann: Because you are releasing a level of information of tender information, if you like, or 
contract information. 
The CHAIR: But you have accepted that we are going to get it in the budget papers every year as 
a new instalment going out four years into the future.  
Mr Mann: The impact is not so much on this project. Other projects in similar cases, it would 
impact on Westadium and Westadium’s ability to tender competitively and potentially impact also 
on the state in its negotiations on other future contracts. 
The CHAIR: But it will ultimately all be released in the budget papers on a year-by-year basis?  
Mr Mann: The nominal values in the form presented—yes, unless we change the format. 
The CHAIR: Can you give us any guide in terms of the first 10 years versus the second 15 years? 
Are the payments lumpier in the first 10 years or lumpier in the second 15? Are they higher 
payments front-ended or are they higher payments back-ended, or are they fairly consistent in sort 
of an averaging sense across the life of the contract?  
Mr Mann: They vary significantly and they vary in a range of areas, but I can say that the 
“lumpiness”, if you like, does come into effect within the first 10 years of the contract. As you 
would expect, life-cycle costs come into play but then continue and fluctuate according to the 
different design life of the replacement components.  
Hon HELEN MORTON: I am interested in getting a feel around the effectiveness of the public 
sector wages policy that has been implemented and the ability in the projections on how that is 
being sustained and also how that impacts on containing expenditure growth. My understanding is 
that wages policy is such now that wages growth is being kept at around about 1.5 per cent. Is that 
down from two-point-something per cent?  
Mr Barnes: The new wages policy was announced in February and that decouples the wages policy 
from projected growth in the CPI. The new wages policy is just for a flat 1.5 per cent per annum 
increase in wages and conditions.  
Hon HELEN MORTON: Am I right in understanding that the private sector wages policy 
decreases are significantly greater than that?  
Mr Barnes: The reduction in the private sector wage price index has been much more marked than 
has been the case in the WA public sector. That is certainly the case.  
Hon HELEN MORTON: What was the wages growth for around about 2008–09?  
Mr Barnes: I might have to take that one on notice.  
Hon HELEN MORTON: Somewhere in the papers or I have read somewhere that the current rate 
is the lowest it has been in 20 years. 
Mr Barnes: Yes, the wage price index, which is the measure of wage growth across the 
WA economy, is currently growing at about two per cent, from memory, across both the private and 
public sector, and that is the lowest on record.  
Hon HELEN MORTON: Sorry? 
Mr Barnes: That is the lowest growth in the wage price index on record in the history of that series. 
I am trying to dig out some information here that for the March quarter, in WA, the wage price 
index grew by two per cent. That is an annual growth of two per cent. That is the lowest on record, 
as I said. In the private sector, wage growth was 1.6 per cent and in the public sector in WA, it was 
3.4 per cent. 
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The CHAIR: That would have been because of historical EBAs being entered into at the 
last election? 
Mr Barnes: Yes, largely. So we have certainly seen, as you would expect, the private sector 
respond more rapidly to weakness in the economy than the public sector.  
Hon HELEN MORTON: That feeds into what I consider to be a phenomenal success in terms of 
containing expenditure growth in this state. 
The CHAIR: What, by destroying the economy? Sorry!  
Hon HELEN MORTON: What is currently the growth rate?  
Mr Barnes: Last financial year, total expense growth came in at 2.2 per cent. That was the lowest 
rate of expense growth in 20 years. That was largely on the back of a reduced rate of growth in 
salaries expenditure driven by both the previous wages policy and much tighter control around FTE 
numbers, including the impact of various voluntary separation schemes.  
Hon HELEN MORTON: I know the minister is here in his representative role, but he is also the 
Minister for Commerce. What are the risks of not being able to sustain that wages policy?  
Mr Barnes: Wages is our single biggest area of expenditure, or 40 per cent of our total recurrent 
budget. It is a major risk that if the new wages policy is not adhered to, there is a significant risk to 
our forward estimates as we flag in the statement of risks in budget paper No 3. That risk is 
mitigated, I guess, by government’s determination that wage outcomes will be at that 1.5 per cent 
wages policy; and, if any cases end up in arbitration and the commission awards an increase above 
1.5 per cent, the government has made it clear that the relevant agency or agencies will need to 
absorb the impact of that above–1.5 per cent increase within their current salaries budget.  
Hon KATE DOUST: Coming back to strategic projects, I note that you have listed, at the second 
dot point, the number of projects operating and those that are fully completed. It says that there is 
one in the planning phase. Can you tell me which one that is?  
Mr Mann: Royal Perth Hospital.  
Hon KATE DOUST: Given there are still issues around commodity prices and issues around 
exchange rates and the Australian dollar and whilst the government was very keen on selling 
a number of assets post budget, it has discovered that perhaps there is not that degree of support 
from some of their coalition partners, if the sale of those assets does not proceed and it is already 
listed here in the budget—we have seen these sorts of issues reflected in the credit agencies’ ratings 
of the state—what is the alternative plan for trying to get the Western Australian economy back in 
the black if you cannot sell off the assets?  
[4.50 pm] 
Mr Barnes: Within budget paper No 3, one of the financial targets we report against is the net debt 
to revenue ratio. We have a target limit of 55 per cent on that ratio. We are currently above that 
target limit and we are projected to continue to be above that target limit over the whole forward 
estimates period. We make the point in budget paper No 3 that by the end of the forward estimates, 
net debt would need to be reduced by about $17 billion to come back within that 55 per cent target 
limit. Frankly, there is only one option to achieve a level of reduction in net debt of that sort of 
magnitude, and that is through material asset sales. A range of other options around, whether they 
be through current expenditure restraint or whether they be through future revenue measures, may 
well slow the rate of growth in net debt that is projected over the forward estimates, but to make 
significant inroads into the current stock of net debt, my strong view is that material asset sales are 
the only option that we have. We have not—I think wisely—written into the forward estimates any 
anticipated proceeds from any of the asset sales, so the only asset sale other than the land sales that 
we discussed earlier that is booked in these numbers is the Perth Market Authority; that sale has 
now been executed, but we have made no provision for any of the other asset sales. 
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The CHAIR: For sales like Utah Point, the revenue you get from that will reduce the revenue by 
a far greater amount than the debt that you will reduce by selling it, will it not? I think the annual 
revenue you get out of Utah Point is about $155 million, and the debt is about $140 million 
currently, so how does that help your net debt to revenue ratio when you sell assets in 
those circumstances?  
Mr Barnes: The benefit of the asset sales program on the net-debt-to-revenue ratio is, yes, there 
will be some loss of revenue, which impacts the denominator of that ratio, but by paying down 
a significant stock of current gross borrowings, we will make a significant reduction in our 
interest costs. 
The CHAIR: And the sale of the Keystart home loans, that is net debt neutral, is it not? 
Mr Barnes: Yes, it is. 
The CHAIR: So where is the benefit to the state in the sale of — I still cannot understand where 
the benefit to the government is in the sale of the Keystart home loan book, other than reducing 
gross debt. It does not change your net debt and you lose a dividend. 
Ms Gulich: Yes, that is true. It will impact our gross debt targets. Ultimately, it reduces the size of 
the gross debt the state is holding, which is not larger than our net debt numbers. It reduces our 
exposure by that amount to the market and our need to renew that debt as it matures and becomes 
renewed under the Treasury Corporation their access to market into funds, reduces our interest rate 
exposure on that proportion of that gross debt we no longer hold, and depending on where the 
government policy ultimately may create some capacity to continue to lend to meet the policy 
objectives of affordable housing. So at the moment we are sitting just under $5 billion in Keystart 
debt, tied into the gross debt target, so by securitising a proportion of that, we get the benefit, and it 
becomes a policy decision about how to — 
The CHAIR: So is it right to assume, then, that the fact that the total net debt has blown out by so 
much is now forcing us to have to actually take decisions that may be suboptimal in terms of 
maintaining those assets on the state’s books and getting the dividend benefits from it? 
Ms Gulich: I would not necessarily say suboptimal. It comes down to: does the state need to hold 
the whole debt to support affordable housing, social housing outcomes? So there is a very strong 
market out there. The state’s role is about ensuring access to markets, access to financing and we do 
that through the two per cent low deposit, we do that through supporting the homeowners under the 
Keystart policy to a greater extent than the banks do currently and we now access, but to actually 
need to hold that debt forever and a day, I think that is not an appropriate use of our balance 
sheet capacity. 
The CHAIR: But the state will still have to underwrite the bad and doubtful debts, as they 
currently do? 
Ms Gulich: Yes, which is no different to the risk we currently hold with that loan book. 
The CHAIR: So we are still maintaining the risk, so how will that then not, in terms of from 
a credit ratings agency’s point of view, will they not then view that we are still holding the same 
risk for that loan book as if we had it without the revenue strength. How do you write that risk off 
the state’s finances if we are still holding the risk for bad and doubtful debts against that loan book? 
Ms Gulich: We tested this with the rating agencies and continue to do so as we finalise the 
transaction which is still in process at the moment. They have been comfortable with the process, 
they are comfortable with the concept of securitisation and equitable assignment, which is what we 
are doing, and they are comfortable about the level of risk the state would maintain with those 
individual loans is no different to what we currently have. 
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The CHAIR: I understand it does not change the risk. I understand that, but if it is not reducing our 
risk, reducing gross borrowings but not reducing your risk against those gross borrowings, how 
does that benefit the state’s finances? 
Mr Barnes: It is reducing your interest rate risk exposure. 
The CHAIR: So that if they go — No, are we not carrying the risk of the interest rate? If it is not 
paid by the tenant, we still pick up that interest rate and we will have to foreclose and sell the house 
and we also carry the risk of the market bombing out in terms of the values of the properties. 
Mr Barnes: No, I mean the interest that we pay on $1.6 billion worth of gross borrowings, so we 
are eliminating that interest rate risk. 
The CHAIR: Yes, but that is covered by a payment coming in from the tenant that pays us—the 
people who have bought that, taken out the loan, are paying us that money and we are making 
a profit to the point of getting a dividend I think this year of $117 million from it. The point is, we 
are still carrying the risk. I understand if you are transferring the loan and the risk that went with it, 
but what you are telling me is that we are still going to maintain the risk and therefore I do not 
understand how, if we maintain the risk, it is a benefit.  
Ms Gulich: I do not think we retain all of the risk. The way the contract will be phrased it is the 
equitable assignment of the actual loan, and the rights and the benefits that accrue with those loans. 
That will be a value that the private proponent pays for it, and then there will be a servicing fee 
arrangement with Keystart to undertake the ongoing relationship with the clients to minimise that 
risk of default, given Keystart’s strong service provisions, it is one of the strengths that is well 
recognised in the market. 
The CHAIR: All right. Just on that, the loan guarantee fee that you collect from local governments 
and all the rest of it, does that get treated as revenue or is there a liability put in your books 
somewhere against that? 
Mr Barnes: It is reflected as general government revenue. 
The CHAIR: Right, so when we increase the loan guarantee fee, there is no corresponding liability 
or potential liability that that is held against? We do not have a reserve where we put that loan 
guarantee fee in to cover bad or doubtful debts of the agencies that pay it? 
Mr Barnes: No. 
The CHAIR: So it is just a revenue measure? 
Mr Barnes: Correct. 

The CHAIR: Right. Two other quick ones. A commonwealth contribution to the stadium, 
I remember during a federal election a few years ago the Premier taking the then Leader of the 
Opposition out, who later became the Prime Minister, to see the stadium and asking him for 
a commonwealth contribution. Whose responsibility is it to try to get a commonwealth 
contribution? Is it yours or the Department of Sport and Recreation, or have we given up on trying 
to get any commonwealth money for the new stadium? 

Mr Barnes: Certainly at the bureaucratic level, chair, it is not Treasury. It is more a Department of 
the Premier and Cabinet/Premier political negotiation. 

The CHAIR: Right, so it is not Treasury. 

Mr Barnes: No. 

The CHAIR: Even though you are the lead agency on that, it would just be purely—and you do 
commonwealth–state relations. I just find it interesting that it is not you that would be seeking that 
funding.  
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Mr Barnes: DPC also does commonwealth–state relations, but in terms of that kind of negotiation, 
it tends to be more at the DPC/Premier level.  

The CHAIR: Right. And are we still seeking a commonwealth contribution? 

Mr Barnes: I am not sure, chair. 

The CHAIR: Right. Just last one. The remote communities, the commonwealth leaving that, has 
that resulted in any changes to the GST formula, the relative formula? Are we now, because we are 
assuming responsibility for those remote Aboriginal communities, will the formula be amended to 
reflect the additional costs to the state of carrying that cost? 

Mr Barnes: No, I do not believe it will be amended, because the grants commission tends to not 
focus on funding source, it will just look at the spending need, so WA’s spending need for those 
remote Indigenous communities, they will assess as not changing. 

The CHAIR: But previously the commonwealth picked up the expenditure of that, so we will now 
have to pick up the expenditure, so the commonwealth’s share of what they used to spend on those 
communities we will now have to spend on those communities. 

Mr Barnes: Correct. 

The CHAIR: So the GST formula has not changed to reflect that? 

Mr Barnes: No, because the spending need, as assessed by the grants commission, will 
be unchanged. 

The CHAIR: Yes. Well, it should be changed, on the basis of the reality changing. It is another 
area where I would have thought we are getting dudded within. Even accepting the horizontal fiscal 
equalisation process, we are getting dudded by the way it is administered, are we not? 

Mr Barnes: I do not disagree with you, chair. 

Mr Watson: The only reason we might benefit is if the grants were previously equalised and we 
received a greater than population share of those grants, in which case we might get a small 
improvement in our relativity, but it would be minor and we would have to check on the past 
treatment of those grants. 

The CHAIR: If you can just check and see if there is anything you can add to that answer about the 
treatment of the commonwealth grants for remote Aboriginal communities. 

[Supplementary Information No A17.] 

The CHAIR: Unless there is anything else, I will bring the hearing to a close.  

On behalf of the committee, I thank you for your attendance today. The committee will forward any 
additional questions it has to you in writing after Monday, 20 June 2016, together with the transcript 
of evidence, which includes the questions you have taken on notice highlighted on the transcript. 
Responses to these questions will be requested within 10 working days of receipt of the questions. 
Should you be unable to meet this due date, please advise the committee in writing as soon as 
possible before the due date. The advice is to include specific reasons as to why the due date cannot 
be met. If members have any unasked questions, I ask them to submit these to the committee clerk 
at the close of the hearing. Once again, I thank you for your attendance today.  

Hearing concluded at 5.01 pm 
__________ 
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