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LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND

FINANCIALOPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"tary/"form"tio"No. /111

Quest10n.

Hon Max Trenorden asked ifthere is anyihing unusual that is causing the cost of
odininistering the Goldsiate SI, peronnuation Scheme to increase over Ihe/brword
estimates period.

Answer. '

There are two main drivers forthis forecastincrease in the cost of administering
the Gold State Superarmuation scheme overthe forward estimates period

The first is due to GESB's accommodation lease at Central Park being due for a
market rent review on I June 2012. GESB expects a significantincrease in costftom
the current level of $402 per square metre to approximately $750 per square metre;
causing an increase of approximately $1.8 million per armum. These fixed costs are
allocated across the various superarmuation schemes.

The second is due to GESB refining the wayin which some administration processing
costs are allocated to the superannuation schemes it administers - from a method
which allocates costs to membership share, to one which reflects administration
effort. GESB advises more administrative effort, and hence cost, is involved with
administering the State's defined benefit schemes such as Gold State Super.



LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND

FINANCIALOPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

IIS"PPIeme"t", yl"formation No. /, 21

Questio"-'

HonKen TroveIs asked where does the $125 millionprq/eciin the Deportment of
Water entitled 'Pilboro Cities Initialtve" appear in the RoyQlties/61Regions Chapter
in BudgetPaper3?

Answer. .

The project is induded in the Regional Infrastructure and Headworks Fund within
the "Pithara Cities Strategic infrastructure (Asset investment)" project (see Budget
Paper 3 page 233)



LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND
FINANCIALOPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"fury/,!form"tio" No. 431

Question

Hon Phil/ip Goldiner Qskedwho/is Ihe correctireoimeniof'the $125 millionprq/'eci
in Ihe Depqr/meni qfWarer (0011) enjjj/ed '!I'jibqyo Cities Initiative"?

Answer

The treatment in the 2012-13 Budgetis consistent with the Government's position on
this project as communicated to Treasury as at the Budget cut-offdate of7 May 2012.

The Dow has confinned that the groundwaterinvestigation program involves drilling
monitoring bores to obtain relevant data to make decisions on groundwater levels
and quality. The money spent creates a series of assets (the monitoring bores) that
have a useful life of multiple years, and these are capitalised in the Dow's financial
statements and depreciated over their useful lives. As such the groundwater
investigation program is capital in nature, as reflected in the Budget Papers.



LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND

FINANCIAL OPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

IIS"PPIe", e"tau?/"form@tio" No. 1141

Question.

Hon Ken Travels asked what other prey'ects ore included in the $229 mill^^n
proposed to be spentin 2011-12 under the ployect on page 233 of BudgeiPaper 3
under the heading "Pilbara Cities Initiatives " and erriiiled "Pi/bard Cities Styaiegic
I^1/@strt, ctwre CISset/itvestmen4)

Answer

The following table reflects allprojects for which expenditure is proposed in 2011-12
on the "Pilbara Cities Strategic Infrastructure (Asset hivesmient)" project under the
heading "Pithara Cities Initiatives" on page 233 of Budget Paper 3.

Kanatha Service Workers ACcoinmodation -
environmental enhancement

Regional Health Administrative AGCoimnodation
WACHS StaffAcconnnodation Transition Project
Hedland SeniorHigh School
Combined Pithara Water Projects- West Camxing
Basin Sandfire -

Pro^Ct

Combined PilbaraWaterProjects- Fleetwood
Searipple Village Wastewater Treatrnent Plant
Combined Pithara Water Projects- Karratha WWTP
2 - Temporary Package Treainient Unit to Facilitate
Land Development
Total

Sin
2439

1263

0938

3350

12,500

0200

2230

22,910



LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND
FINANCIALOPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"fury Intorin"tio" No. 451

Question

Hon MQX Tre"olden req"estedcomment on why Ihe dividends fondprq/ii$)/by relye
and Western Power increase over the/brwardesiimQiesperiod

Answer

The majorreasons for Verve Energy's dividends (and profits)increasing are:

. growth in sales volumes of approximately 10% from 2011-12 to 2014-15, partly
as a result of the commissioning of the new High Efficiency Gas Turbines and
partly as a result of projected increased demand due to the construction of the
Mid West Energy Projecttransmission line;

. short terniimpacts on costs that contribute to lower profitability in 2011-12 and
2012-13 (and the payment of dividends in 2012-13 and 2013-14). This arises as a
result of the accounting treatment for Verve Energy's gas swap arrangement with
a private sector counter party. Under the accounting treatment Verve Energy is
required to value gas acquired under its gas swap arrangements based on (higher)
discounted prices as per Verve Energy's new gas supply contract (due to begin
in 2016) rather than the prices under the current contract(which are lower); and

. lower interest costs due to a steady reduction in debtlevels overthe period.

The majorreasons for Western Power's dividends (and profits)increasing are:

. growth in revenue of approximately 27% from 2012-13 to 2015-16. This is based
on an assumption around the increase in network tariffs which are yetto be set by
the Economic Regulation Authority (ERA) for the period 2012-13 to 2016-17.
The growth in revenue is also partly as a result of a higher return on assets (in
ternis of total value) due to the increase in Western Power's asset base; and

. relatively low growth in operating costs of lessthan 19% forthe same period.

It is importantto note that revenue and cost base assumptions will change according
to the ERA's final decision on Western Power's Third Access Arrangement, which is
expected later in 2012.



Correctio":

During the hearing the Under Treasurer made the following statement:

Mr Mariney: hathe case of Verve Energy, Verve has been receiving payment in line
with its costs for some time and through the forward years it receives increases in its
revenues-its charges increase--in line with its capital at a rate of retorrion capital
as datemnined b the Economic Re ulationAuthori

benefitftom the increase in energy tariffsthatflow in from Synergy, because it is
already at cost~reflective charging in ternis of its pricing regime. So the assertion that
is associated with the increase in charges is incorrect, because they are already at a
costreflectivity, butthere is significant variation in those numbers and Iwould be
happy to give as supplementary.

Please note that the Economic Regulation Authority does not datennine the rate of
return achieved by Verve Energy. Therefore it would be appreciated ifthe words
underlined could be removed from the transcript.
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So in that sense, it does not



LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND
FINANCIAL OPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"tary/"formatio"No. /161

Question:

HonKen Trovers asked whatthe long-run borrowing rote was over the periodihot we
achieved the 5.2% earning rote on the PB, 4 (ie backward/o0king/?Qin June 2001
to March 2012)

Answer.

The average interest cost for Consolidated Accountborrowings overtheperiod from
2001-02 throug}Ito March 2012, after adjusting for a one-off premium of $3.7 million
on early repayment of $244 million of debt in 2005-06, was 5.16%



LEGISLATIVECOl. INCIL-STANDINGCOMMITTEEONESTIMATESAND

FINANCIAL OPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

IIS"PPIeme"two, Information No. 471

Question

HonPhi/ip Galdiner asked what is theFTEcei/ing in 2011-1216rthe top 15
agencies

Answer

Departtnent of Education

Department of Health

Western Australia Police

Department of Corrective Services

Depariment of the Attorney General

Depariment for Child Protection

Department of Environment and

Conservation

Disability Services Conrrnission

Department of Transport

Fire and Emergency Services

Department of Finance

Department of Agriculture and Food

Polytechnic West

Central Institute of Technology

Department of Cornmerce

33,222 (includes operational
and non-operational)

33,145 (includes operational
and non-operational)

7,661 (includes operational and
non-operational)

4,429

2,296

2,216

1,965

1,723

1,468

1,422

1,420

1,275

1,185

1,070

1,030



LEGISLATIVE COUNCIL-STANDING COMMITTEE ONESTIMATESAND
FINANCIAL OPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"fury 1,410rm"iron No. ,4.81

Question. '

HonKen Trovers askedfor oreconciliation ofRoyoliiesjbrRegions (RjR)spendand
OPPropriotion over the fomordestimotesperiod.

Answer. '

The following table outlines RfR appropriation and expenditure acrossthe forward
estimates:

Deposits into Rin Fund
Capital
Recurrent

Total Appropriation

Royalties for Regions(Rin) Program

Disbursements from Rin Fund

Expenditure Program
Transfer to Future Fund

. --.,-,!.-.*.-., . .*.

<1^'qj;^I^'\\
;:*4^i'@to'ai it;;
*;;$$!900 *?;:
. --., -...,-.~-.~

Funded through
Cashbalance in agencies
Drawdounifi'omR^. Fund

.,,~. * ~ **...

**..,,*.*'..,.*' '*
-.,.~,-."~

510,950
687,625

1,198,575

*,-**'***,.,~'*..,..

*'q .St . ', e/
*,.*.~* -.' a

563,058
654,767

1,217,825

^';^^^*~,

$1^6^^nthi*a- 'neon;^!:^Iraq*,;;"'*
*^;j:,57*~'., 33*;****?;

1,205,085
o

618,158
865,117

1,483,275

;*;^it!^^$;;114:4'*-$5.<3 *>.,

. ^.

$3.11* o00, ;:*
I*f-*'.,*. a, L;,*'

164,013
1,041,072

1,121,669
297,700

461,680
1,097,970
1,559,650

9,245
1,410,124

1,207,879
259,800

637,985
1,002,840
1,640,825

o

1,467,679

1,079,364
241,600

o

1,320,964

949,454
243,800

o

1,193,254



Correctio":

In responseto aquestionby the Hon Keri Traversthe Under Treasurer advised that
funds in the Regional Development Fund are outside the $1 billion cap on funds
within the RfR Fund. Please notethatthe Regional Development Fund sits withinthe
overallRfRFund and funds in the Regional Development Fund do impact on the $1
billion cap.

- 2 -



LEGISLATIVECOIJNCIL-STANDINGCOMMITTEEONESTIMATESAND
FINANCIALOPERr\. TIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"t", yl"form@tio" No. 1191

Question. '

HonKen Trovers asked whatSPrls exist across the sector andwhat ore their Idlest
available batonces

Answer.

Records of Special Purpose Accounts(SPAS) heldby government agencies are
maintained in their own financial systems and reported on in theirindividual Armual
Reports. infonnation on allsuch accounts acrossthe public sectoris not maintained
centrally by the Department of Treasury.

The SPAS administered by the Department of Treasury, and theirbalances, are
listed below:

Treasurer's Special Purpose Accounts

Accrued Salaries

Bankwest Pension Trust

Commonwealth Payments For Specific Purposes Account

DepartmentslReceipts in Suspense

Fiona Staley Hospital Construction Account

Independent Schools - General Building Grants

Independent Schools - Recurrent Grants Schools Assistance Acts

Jetvoise Bay infostructure Development Trust Account

Local Authorities Tax Shamg Entitlements Account

MortgageMonies Under TnnsferofLand Act

Non-government Schools - Other Recurrent Grants

Public BankAccount interest Earned Account

Royalties For Regions Fund

Statutory Authorities investment Account

TariffEqualisation Fund

Indian Ocean Territories

Ferry Lakes MaintenanceAccount

Toodyay FireVictims FundAccount

Purchasing Card Common Use Airingement - Financial incentive Payments

New Children's Hospital

Holding Accounts

DepartmentslReceipts in Suspense- Office of State Revenue

Perth's New Major Stadium Construction Account'

Balance

As at 7 June 2012

S

146,094,897.65

8,121,000.00

452,544,801.63

3,472,803.08

335,258,819.08

1,818,504.60

61,277.70

9,158,186.42

35.07

76,222.95

950,895.00

67,085,291.56

674,073,787.89

144,256,607.56

000

364,715.67

5,588,882.40

3,056,472.56

6.95

423,172,000.00

6,340,78 1,000.00

736.93

0.00

' Following the release of the 2010-11 Annual Report on State Finances (in September 2011), the Govennnent announced that
$100 million of the higher than expected surplus outcome would be allocated to a SPA forthe new stadium. Consistent with the
2012-13 Budget Papers, this amount will be transferred to the SPA early in the 2012 -13 financial year



LEGISLATIVE COUNCIL-STANDING COMMITTEE ON ESTIMATES AND
FINANCIAL OPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

IIS"PPIeme"tan, /"formation No. 4101

Question

Hon Ken Travels requested advice on the details of the stall, s of the Statements of
Corporate Intent/61 2011-1216r any organizations required to submitthem

Answer

The table below lists the agencies that are required to prepare a Statement of
Corporate intent(SCl) with comment on whether thereports havebeen submitted to
the Treasurer and ifthe Treasurer has provided his concurrence.

SCls for 2011-12

(as at 7 June 2012)

Alban PortAuthori

Broome Port Authority

Bunbu PortAuthori

Chenxistry Centre

Agency

Dam ierPort Authori

BS emucePort Authority

Forest Products Coinimssion

Fremantle Port Authority

Gemldton Port Authori

GoldCo oretion

Government Em 10 ees Su ennuiuation Board

Horizon Power

Insurance ComintssionofWA

Submittted to

Treasurer or/N)

LandCo

Land ate

Lotterywest

Port Hadland Port Authori

No

Racin andWa elmgWA

No

S er

No

Verve

Yes

Water Co oretion

Concurrence

Provided or/N)

No

Western AustralianTreasury Co ontion

No

Western Power

Yes

Yes

No

' The strategic direction in the Horizon Power's draft SCl did not align with the Government's objectives and has
notbeen resubmitted at this time

' The draft SClforlCWA was not consistent with the Government'sstrategicpriorities andhassubsequently been
revised and resubmitted to the Treasurer for concurrence. It is expected that the SClwillbe approved shortly

No

No

Yes

No

Yes

Yes

Yes

No

Yes

No

Yes

Yes

Yes

Yes

Yes

1'10

No

Yes

Yes

Yes

No

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes



LEGISLATIVECOUNCIL-STANDINGCOMMITTEEONESTIMATESAND
FINANCIALOPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

ISMppleme"tau, /"formatio"No. ,4/11

Quest10n

HonMox Trenorden askedwhaiis the bosis used/61 the increase in the Treast, o7
Administered item related to the Government/nst, ranceFund (GIF') (Item 41)

AreSI~Per

The partly funded GIF was replaced on I July 1997 by the fully funded
RiskCoverscheme. The Insurance Coriumission of Western Australia (ICWA)
manages the unfunded GIF liabilities of Consolidated Account supported agencies
that accumulated prior to I July 1997. Claims are paid on an emerging cost basis by
ICWA and then recouped from the Consolidated Account througli Item 41.
The duration for which these claims will continue to exist is not clear but they are
considered to be long term (i. e. measured in decades).

The reimbursements to ICWA depend on the timing of claims, which can vary
significantly from year to year. Forward estimates for the budget are provided by
ICWA and are actuariallybased on long-terniaverage annual claims.



LEGISLATIVE COUNCIL-STANDING COMMITTEE ONESTIMATESAND
FINANCIALOPERATIONS

Date of Hearing: 7 June 2012

Division No. 24: Treasury

Is"PPIeme"furyl, !formatio" No. Af2j

Question.

HonPhiljp Gordiner asked ifthe Governmenthos considered a cooperative entity
model/br its utilities?

11nswer. '

No consideration has been given to such amodel.


