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The Hon. S.J. Baker:l do not wish to make an opening
HOUSE OF ASSEMBLY statement now, but | will do so prior to consideration of

details in respect of the bank.

Wednesday 14 September 1994 The CHAIRMAN: Does the member for Hart wish to
make an opening statement?

Mr FOLEY: |do not wish to make an opening statement.
| will be handling the Opposition’s questions in respect of
this line, and Treasury questions will come from the shadow
Treasurer, so there is no need for me to make an opening
statement.

The CHAIRMAN: | declare the proposed expenditure
open for examination.

Mr FOLEY: | understand that the Asset Management
Task Force is preparing a number of Government assets for
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Mr M.R. Buckby sale. For what is the $5 million allocated? It is a substantial

Mr S. Condous amount and | would appreciate some detail. Will the Treasur-

Mr K.O. Foley er place on the record those assets for sale?

Ms A.K. Hurley The Hon. S.J. Baker: The assets for sale have already

) been announced. Major items already in the public arena
The Committee met at 11.3 a.m. involve SGIC and PASA, which is coming on-stream very

shortly; the Bank of South Australia; and a number of other
smaller entities, including Enterprise Investments, which is
proceeding at the moment. Other examinations are taking
place of the collective assets of Government, particularly in
terms of accommodation, to determine whether there can be

Witness: further sales, as outlined in the statement prior to the last
The Hon. S.J. Baker, Deputy Premier, Treasurer. election. It is consistent. The Bank of South Australia is not
covered by the Asset Management Task Force but it is
Departmental Advisers: included in the questions relating to assets for sale.
Dr P. Boxall, Under Treasurer. In terms of the 1994-95 budget, there is a $5 million
Mr J. Hill, Deputy Under Treasurer (Economic). allocation; obviously we expect some off-sets against that

with the sale of assets. We have had an indication that the
The CHAIRMAN: The Committee will be conducted total budget for the Asset Management Task Force will be
under Parliament House Standing Orders, not Sessionabout $9.3 million, and there will be small board fees.
Orders. The normal rules of debate and conduct apply. If th8alaries and related payments amount to $1.863 million;
Minister undertakes to supply information at a later date, iaccommodation $.393 million; consultants $6 million; and
must be in a form suitable for insertionftansard and two  administrative expenses $.94 million. As members of the
copies must be submitted no later than Friday 30 Septemb&@ommittee can understand, the consultancies that will be
or 7 October to the Clerk of the House of Assembly. brought to bear during this year will relate particularly to
| propose to allow the lead speaker for the Opposition anéGIC and PASA.
the Treasurer to make an opening statement of about 10 Mr FOLEY: What are the details in relation to the $6
minutes, if they so wish. There will be a flexible approach inmillion for consultancies for the sale of SGIC and the
respect of giving members the call, based on three questioiSpelines Authority? My understanding is that significant
per member and alternating sides, commencing with thevork has been undertaken to prepare PASA for sale and,
Opposition lead speaker. Members yesterday were aldadeed, quite a lot of work had been undertaken prior to the
allowed brief supplementary questions to conclude their linehange of Government. The sum of $6 million is a signifi-
of questioning. Questions must be based on lines of expendiant, indeed an extraordinary, amount of money. How is that
ture in the Estimate of Receipts and Payments, parliamenta§6 million broken up?
paper 9. Reference can be made to other documents, for The Hon. S.J. Baker: Some of that information is
example, the Program Estimates, the Auditor-General'sbviously confidential at this stage—the extent that we are
Report, and so on. dealing with prospective expenditures and that we have
We had an instance yesterday where a member of thgorked towards meeting the commitment to corporatise
Opposition asked the Premier to table a document. | remin8GIC and to get PASA ready for sale. A number of other
members that there is no formal facility for tabling documentsonsultancies is involved. We have allocated $6 million with
before the Committee. Documents can be supplied for theome understanding that that money will be wisely and
Chair to distribute to members of the Committee. Incorporacompetitively spent.
tion of material inHansardis permitted on the same basisas The Asset Management Task Force has called for
applies in the House, that is, that it is purely statistical andxpressions of interest from outside Government in relation
limited to one page in length. to matters about which the Government has no expertise, and
those specialised areas include stockbrokers, corporate
Deputy Premier and Treasurer—Other Payments,  advisers, underwriter solicitors, property consultants,
$1 207 070 000 merchant bankers, insurance advisers, information systems,
general consultants, accountants and auditors. We have had
The CHAIRMAN: Does the Treasurer wish to make an 208 expressions of interest to date so we can look at what is
opening statement? available and when we do ask for a specific service to be
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provided, which cannot be provided within Government, weitems like Enterprise Investments. There also was the issue
can get a competitive market place in which people camf Government accommodation and whether we could
tender for particular projects. package that up and dispose of excess far better than was

No breakdown is readily available at this stage on the $@lone in the past. Further, there was the issue of whether we
million, but | can certainly assure the honourable member thatould go into an arrangement with the sale or lease-back of
we will be providing details at the end of the year on theGovernment employee housing.
ultimate disposition of those funds and the reasons why There was the issue of what we would do in terms of
certain amounts of money were being spent in particulaforward contracts on our forests without selling the forests.
areas. The sum of $15 million was provided for the Statelhey all formed part of the $1.3 billion that we had examined
Bank to go through the corporatisation process. We ara toto. Importantly, we said that we would realise around $1
talking about a number of areas, and in particular twdoillion net benefit to the State in terms of reduction of State
significant entities in the form of PASA and SGIC. So, ondebt because some of those entities we have mentioned have
that basis, we expected to spend approximately $6 milliora debt profile. The sale had to realise a $1 billion reduction
but obviously every dollar saved means a lower cost to the our State debt and we would still suggest that that is the
budget. target that will be met.

Certainly, | can assure the honourable member that all Mr BUCKBY: Can the Treasurer advise what progress
these moneys will be accounted for; they are being checkeds being made in responding to the full range of recommenda-
and every consultancy is competitive. We check to se@ions made by the Commission of Audit?
whether those resources exist within Government and, if they The Hon. S.J. Baker:The May financial statement in the
do not, we have to get them from outside. As the honourableecent budget presented the Government’s clear and unequ-
member would appreciate, it is a reasonably expensivivocal response to some of the most important Audit
exercise to get the professional expertise that we need. Commission recommendations, including the elimination of

Mr FOLEY: The sum of $1.863 million for salaries for the deficit in the non-commercial sector by 1997-98, the
the Asset Management Task Force is a sizeable allocatioimmplementation of a strategy to reduce and eventually
How many staff will be involved in that? What salary haseliminate the unfunded superannuation liability and targets
been paid to the Manager of the task force, Dr Roger Sextorfdr lowering debt. Given the parlous state of our public

The Hon. S.J. Baker:The Asset Management Task Forcefinances inherited from the last Government, these key
currently employs a total of 19 permanent and part-time stafflecommendations required urgent attention. The Government
including the Chairman, Dr Roger Sexton. As the honourabléas therefore moved to provide a quick and definitive
member may be aware, the task force is located on theesponse, as we have seen by the May statement and re-
twenty-seventh floor of 91 King William Street. | will obtain inforced by the budget.
the exact details of that salary arrangement for the honourable The Audit Commission makes about 336 recommenda-
member. | can remember the approximate details but | wouldons, a large number of which relate to Treasury operations

prefer to get accurate information. as well as other departments. They are progressively being
The CHAIRMAN: Itis 30 September for the Treasurer's responded to by statements in the Parliament or publicly or
lines. being worked through, so that by the end of October we will

The Hon. S.J. Baker:| will be returning from overseas have some responses to all the recommendations—an
at about that time, but | will try to accommodate that matteracceptance, a rejection or some variation.

The CHAIRMAN: ltis a requirement that the informa- Mr BUCKBY: | refer to a speech in the debate on the
tion be made available. So, as soon as the department@ppropriation Bill on 6 September, when the Leader of the
officers can work on it for the Treasurer, the information Opposition referred to a claimed blow-out in debt of
would be appreciated. $109 million at June 1995. Can the Treasurer shed some light

Mr FOLEY: | again refer to the Asset Management Taskon this issue?

Force. Exactly what is for sale? Prior to the State electionthe The Hon. S.J. Baker: Following the 31 May financial
Treasurer, in Opposition, said that he believed large tracts aftatement and in response to a question from the Leader of
Government land could be used to substantially reduce thide Opposition in June 1994, | forwarded a letter to the
State’s debts. | do not have those figures in front of me buteader indicating the nominal and real term debt levels
my recollection was that the Government hoped to fincdconsistent with chart 4 of the 31 May financial statement.
somewhere in the order of $1 billion of Government land thafThat chart was titled ‘Total public sector debt: nominal
would help its debt reduction strategy. Has the Governmerterms’, and | make the point that it is nominal terms. The
located land to the value of $1 billion (I think that was the footnote indicates that it includes future proceeds associated
figure quoted)? Also could the Treasurer clarify the ongoingvith the sale of the State Bank and recovery of net assets
saga of the Entertainment Centre? In the Estimates Commitrom the South Australian Asset Management Corporation.
tee yesterday there was a contradiction from the Minister for For the purpose of the 1994-95 financial statement it was
Tourism over the future of the Entertainment Centre.decided for reasons of commercial confidentiality that the
According to the Minister for Tourism it simply is not for debt projections would exclude the prospective proceeds of
sale; however, the Treasurer has said that it is still on the listhe sale of Government business and associated Common-

The Hon. S.J. Baker: That $1 billion is an incorrect wealth compensation. So, we excised those payments for
statement. The honourable member may recall that we sarédasons of confidentiality, because we did not want the prices
that total assets possibly available for sale amounted tfor the assets we would be selling to be apparent. Unfortu-
approximately $1.3 billion. In that $1.3 billion there was anately, despite statements in the Parliament, this has led to
clawback from the GAMD (or now the SAAMC) operations, some confusion within the Opposition, and the statement by
and the honourable member can draw his own conclusions #ise Leader of the Opposition is incorrect.
to what the net value of that is. There also obviously were There has been some improvement since the May financial
items such as the Pipelines Authority, SGIC, and smallestatement. On chart 4 we said that there was an
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$8 977 million net debt estimate as at 30 June 1995; in redion, which has served South Australia well in the inter-
terms that converts to $8.71 billion. The impact of thenational arena with respect to advice, particularly in agri-
Commonwealth compensation is $234 million nominal, anctultural areas, to some of its original focus. That has been
in real terms that is $227 million, although there is some latediscussed, but there has been no discussion in relation to its
payment, which is being split. In the financial statement wduture sale.
had some improvements: $121 million net in nominal terms Mr QUIRKE: One question which has come to the
and $117 million in real terms, so the 1994 financial state©Opposition with respect to SAGRIC is that it seems to have
ment, table 3.4, excluding the process of Commonwealth very large operating cost. Are you having a close look at
compensation regarding the Bank of South Australiathis; and is this the result of any of the consultancies under
indicates $9 090 million in nominal terms and $8 825 in realthis or any other line? Can you tell us about payments to the
terms. Chairman and the various board members of SAGRIC
Mr BUCKBY: What progress has been made regardindnternational and whether any of those persons previously
the introduction of a comprehensive State tax equivaleniteld senior positions in that enterprise?
regime to apply to State trading enterprises? The Hon. S.J. Baker: | cannot answer any of those
The Hon. S.J. Baker: Under the TER scheme, as it is questions asked by the honourable member. Whilst | am a
called, which is a Commonwealth Government innovatiorshareholder, and | am a shareholder in a number of areas of
and which has been agreed by the State Premiers afgovernment, as the honourable member would appreciate, |
Treasurers, taxation will be levied against our tradingdo not have direct responsibility for SAGRIC. It would be
instrumentalities and then paid to the Commonwealth. Thappropriate to raise that issue with the Minister for Industry,
areas are income and wholesale sales tax of wholly ownddanufacturing, Small Business and Regional Development
State trading enterprises. If the taxation is paid to the StatgHon. John Olsen) during his Estimates Committee. The only
Government, obviously the State Government retains thanformation | have received is that there does have to be a
income. better focus for the organisation, and we are currently looking
Where the wholesale sales tax is paid, the State Gover@t the structure and finance of that organisation, but that is
ment will collect that amount and forward it to the Common-only by way of conversation between the Minister and me.
wealth. In effect, the State Government will be responsible The CHAIRMAN: | assume that the Treasurer is
for the collection of all taxes which are nominally due to theshareholder by virtue of holding title on behalf of the
Commonwealth and then there will be some forwardGovernment?
payment. The system is supposed to commence on TheHon.S.J. Baker.Thatis correct. They trust me with
1 July 1995. There is agreement with the Commonwealtia lot of shareholdings.
that, should any of these State trading enterprises be subject Mr BASS: With respect to ‘Other Payments’ on page 46,
to sale, they will not have to comply with the new regime. Wewhat action has been taken to establish a combined corporate
are expecting the Commonwealth Treasury to issue &ervices division for central agencies, and what level of
statement outlining the Commonwealth Government'ssavings is anticipated?

legislative intentions in this area very shortly. The Hon. S.J. Baker:With respect to the issue of making
Government more efficient and effective, corporate services
Membership: is one area that has been identified on a number of occasions
Mr Quirke substituted for Mr Foley. and recently in a consultancy that was commissioned by the

previous Government. There was some suggestion in that

Mr QUIRKE: | do not intend to take this line too far report that savings of up to $70 million would be forthcoming
because there are more important sections yet to come antbl Government if it looked at its corporate services, reduced
am mindful of the time, even though we have only justduplication, improved the use of technology and considered
started. This may be the point at which to ask about a couple number of other initiatives. It is pleasing to report that these
of entities which | understand are the result of consultanciesnitiatives can cross portfolio boundaries because agreement
and the Treasurer may be able to advise us accordingly.was reached in June this year between the Premier and me to
understand that Enterprise Investments is for sale. What is therm a combined Corporate Services Unit for the Department
position with SAGRIC International? | understand that theof Treasury and Finance, Premier and Cabinet, the Office of
Treasurer or the Premier is one of the two shareholders in th@ommissioner for Public Employment and the Office of
enterprise. Multicultural and Ethnic Affairs.

The Hon. S.J. Baker:The sale of Enterprise Investments ~ The agreement will formally take effect on 1 October this
is proceeding. We advertised it for sale in the national presgear and will cover the services provided by administration,
and in Singapore, Hong Kong and the United Kingdom on ¥inance and human resources. In addition, a proposal is
July. An information memorandum was circulated to allcurrently under consideration to form a combined information
interested parties, and we have had 36 expressions of interestd technology support group taking account of the Govern-
from Australia and 22 from overseas. The indicative offerament’s outsourcing initiatives. The full benefit of the
closed on 12 August. We are now going through an evalueorporate services rationalisation will emerge when the
ation of the expressions of interest and then we will gacentral agencies not currently housed in the State Administra-
through a due diligence stage. All being well, we expect andion Centre move to the building later this year. The Depart-
hope that Enterprise Investments will be sold by the end ofent for Treasury and Finance is scheduled to move there at
October. the end of October, followed by the Office of the Commis-

I have not discussed what the future holds for SAGRICsioner for Public Employment during December 1994. We
International. | do not know of any indication at this stageestimate that, by the amalgamation of these services and not
that it will be sold, and | have not discussed the matter witthaving services simply applied to one agency, at least for us
anyone. There are some issues associated with SAGRI@ere will be a combined savings across the two portfolios of
which are being tidied up in terms of returning the organisaapproximately $500 000 per annum.
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The CHAIRMAN: Before I close that line, | notice on the is that the Federal budget was inflationary and did not draw
list which has been provided, under ‘ltems for discussion’ back on the amount of money that was circulating.
we have the State Bank of South Australia corporatisation In fact, it had a very high deficit in a growth period, which
and a whole range of issues. They are also referred to in the counter to the conventional wisdom of how one does not
printed list under Treasury and Finance. Is it the Minister'spour petrol on a fire. That is exactly what the Federal
intention, if we close this line, that debate will be permittedGovernment has done and the impact has been felt through
on those matters under the Treasury and Finance line? the financial markets, and they have already recognised that
The Hon. S.J. Baker:| would leave that to your discre- the budget is inflationary. There is a cost to the State
tion, Mr Chairman. It may be best to close off all the lines atGovernment. We had our estimates in February, we had the
the end. That would probably be appropriate. We canbudget put down by the Federal Treasurer, and the difference
through another mechanism, visit the items listed here. So waas $170 million in increased interest payments that had to
do not restrict the Committee in any way, perhaps thée managed by this Government. In fact, that should not have
Committee can deal with each line as it arises and then mowveccurred at all.
that they all be agreed to at the end of the day. The budget strategy was quite clear and the Federal
The CHAIRMAN: ltis a little difficult for the Chairto  Treasurer failed the test miserably, and we are all going to
have multiple lines open at the same time. The Chair alspay the price. It is not only the fact that interest rates have
recalls that we have had two conflicting pieces of correspondisen on the expectation, but we believe there will be pressure
ence over the past few years with regard to what is and is n@in imports and we have already seen the balance of payments
allowed for questioning. If the Minister is open minded aboutblowing. We also believe that there will be enormous
it and he has plenty of officers behind him and his intentiorpressure on wages as a result of the growth that has taken
is quite clear to open these other matters, | will close thglace and, therefore, we perceive that unless the Federal
‘Other Payments’ line and carry on with the ‘Treasury andGovernment takes action in the near future we will have some
Finance’ line. There being no further questions on Othecontinuing difficulties at least on the interest front. That is not
Payments, $1 207 070 000, | declare the examination of th® say that it will not act but we have seen no concrete sign
vote completed. that the Federal Government has that issue under control. |
refer the honourable member to page 3.2 of the Financial
Statement, because our determination to eliminate the deficit
is clear. As the honourable member would understand, that
is critical to the reduction of our debt in the longer term.
Treasury and Finance, $17 228 000 Asset sales will occur over that period and we are
confident of the net $1 billion outcome that we spoke of
The CHAIRMAN: | declare the proposed payments openpreviously, and already significant initiatives have been taken
for examination, and refer members to pages 45 to 47 in th&hich were outlined previously. For us, the issues are that we
Estimates of Receipts and Payments, and pages 51 to 68have our budget under control and we have our own clear
the Program Estimates. Does the member for Playford wisHirection. The only difficulty we face is what will happen
to make an opening statement? with the Federal Government’s policies, and that is a matter
Mr QUIRKE: Yes, Mr Chairman. The Opposition is of concern.
interested in many of the economic parameters which this Mr QUIRKE: When he was shadow Treasurer, the
budget in many respects seems to have avoided. One of thoBeasurer made a promise that the deficit on the recurrent
areas is the question of the underlying deficit each year araccount would be brought into balance by 1995-96. From a
when the Treasurer believes that the budget will be drawslose reading of this budget it appears that that promise is not
into balance. A number of statements were made prior to thgoing to be kept. Is that right?
last election about an effective debt reduction strategy. One The Hon. S.J. Baker:We said it would happen over four
of the points raised at that time was that, by 1995-96, thgears and we also talked about a longer term time frame for
budget would be brought into balance and that, in the firsbudgeting than the previous Government accepted in its 22
term of this Government, there would be sufficient asset sale&pril 1993 statement. We then sat down with the figures and
to reach the point where a significant reduction in the overalt was clear that we could bring the recurrent budget under
debt would take place. control. It will obviously be brought under control in
From what we have seen in this budget so far, we have ndt996-97, so the adjustments made were a combination of
been able to put a finger on quite a number of these issuefactors, including some hidden factors in the budget that we
Some of them are addressed in the budget, but we notice thdil not appreciate at the time. We have already made the
they are buried under a lot of figures. As a consequence, ttpublic aware of those issues, plus the issue of interest costs
Opposition has some concerns about, first, the growing delthat increased dramatically in such a short time.
year to year and, secondly, the reliance on asset sales to be They were some of the issues that we had to grapple with.
able to achieve a reduction in the overall debt. We believed it was appropriate to set in train a process
The Hon. S.J. Baker:| refer the honourable member to whereby we had a strategy for providing the best quality of
page 3.2 of Financial Paper No. 1, where it is evident whaservices that could be provided with the budget savings
our strategy comprises for the underlying deficit for the nontargets that we put in place. The alternative would have been
commercial sector. We recognise that the commercial sectéo reduce dramatically the recurrent outlays to a point where
is not in deficit and that the non-commercial sector certainlthere would have been some difficulties created for many of
is in deficit. We have provided a clear indication of ourour agencies and the lack of continuity of services. A whole
commitment to reduce the underlying deficit so that inrange of factors was taken into account in framing the budget.
1997-98 there will be a surplus. That depends on a whole Mr QUIRKE: Given that the Government has been
range of factors, including Federal Government policies. Asinable to meet the previous Government’s debt reduction
we know, the most dramatic impact on our strategy to datéargets, can the Treasurer outline what his Government’s
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annual targets are for debt in terms of real cuts to net debt arlty no means ended. Therefore, we will be pressing on with
debt as a proportion of GSP, or has the Government abait-so that within the next two years we will have exactly what
doned having such annual targets altogether? we should have had when we walked into government.

The Hon. S.J. Baker:I am not sure whether the honour-  Ms HURLEY: The Government announced a wage freeze
able member has appreciated the detail provided in thi its financial statement for both 1994-95 and 1995-96. The
financial statement which, I think, is one of the mosthoard estimates show that an allowance has been made for a
transparent documents in terms of people’s understanding ofper cent wages catch-up in 1996-97 and another 2 per cent
where we are today and where we intend to be. | refer thgy 1997-98. However, the economic assumptions in the
honourable member to page 3.6 of that document, becausenilidget estimate that inflation will be running at 3 per cent in
clearly shows on the measurements that most people acceféch of those years. What is the Government’s policy if
that the net debt as a percentage of GSP will decline to 23 pgfages increase by more than 2 per cent in 1996-97 and
cent by 30 June 1998, and that excludes the proceeds fron997-982 Will savings be made in other areas to compensate,
asset sales which will further reduce the debt. If everythingr will there be further jobs cut?
goes according to plan, and it is my intention that it should,  the Hon. 5.3, Baker:The issue raised is very critical to
we would see that our State debt to GSP would be reducefle total budget strategy that we are undertaking. From the
below 19 per cent. | remind the Committee of exactly wheres oyernment’s point of view, there is a formula in place. We
we are today, which is around 27.4 per cent. If that isyaye 1o be able to reduce our deficits and that means we are
achieved, it would be the most remarkable turnaround in thg 5 king savings in areas where we believe those savings can
history of all States, including Victoria. . be made without affecting the fundamental services of

Mr BASS: In the Treasurer’s speech on the Supply Bill 5oyermment. Already the ministry in each of its portfolio
on 22 February, he indicated that the development of thgreas has looked at the four year strategy to achieve the
State Asset Register was a high priority for the Governmem'savingS targets. By year four (1997-98) it is hoped that our
What progress has been made on this matter? | refer to paggyings targets will achieve a $300 million reduction off the
45, program 4. outlays in the non-commercial sector.

e a5 Treasurer to find. when | walked through the doors op, T2t Means that, f we are to ht those eatly argets and
13 or 14 December sdch enormous disarragy in the recor&aimain our targets throughout that four year series, the

: ! : : . dget estimates we have today must be sustained. What the
keeping of Government. The information published by thenonourable member said is quite correct. We have a number

%rgivclgtﬁj i%\ﬁr\?arrueerg bISt I\t/\?herzie/sg?o;?ed d gt'g]geeéoflf:r\t\?)ef claims in the market place today pressed forward by the
did not have a clear indication of what assets we actuaIIUBEE:S'SE:\%%?S'O”%Z% tl;?;tz%reczr;%ﬂldez(zizswﬁﬁlirrllsirfgr
owned. There was not a comprehensive list of assetg : 9

- L ' overnment to pay for those wage rises. Therefore, if the
Certainly, there was no comprehensive list of valuations an . e d
so we had to start from scratch. wage rises are agreed to by the commission, there will have

- . 0 be a commensurate reduction in employment to produce
We have been in the process of developing a compreher)- : - .
. . . e level of savings, as outlined in the statement. That means
sive register of all the assets owned by the various Goverr}br this year and next year that situation will prevail and, of

ment agencies and it has been a high priority. Itis importanéourse, for the following two years the forward estimates

to understand that it is fundamental to good manageme
within Government, as members would appreciate, becau%égv‘yththat we have an allowance for a 2 per cent wage

accrual accounting will be required by the Federal Governs* . . )
ment and it is agreed by all the States that it will be in place, Forward estimates are there for a very important purpose:

for the 1996-97 financial year. An important component ofth€Y shine the light into the future and ensure that we keep on
that is how to account for your assets, what they are value&]a‘:k- Different circumstances may well prevail; for instance,

at on your balance sheet and what depreciation you appl{’€ Federal Government might provide us with more money

Control of finances is important and | have already com?" there might be performance lifts that improve our budget-

mented on the importance of contributions to the State budg&Y Situation. So, the extent to which those parameters that
and the need to provide a return on assets. were_lald do_wn will _be varied in the futu_re is subject to an
What this Government found when it came into office was®nding rolling basis of budget determination. If we were
quite alarming. It found that agencies had categorised the}flking aboutittoday and projecting forward, certainly what
assets into more than 3 000 separate classifications. That!fié honourable member says is quite correct.
an intolerable situation. This Government will install a ~MsHURLEY: Notwithstanding any variations that might
common classification system:; it will reduce the categorie§appen in the future, if the Government off-sets any wage
to 70, and a process for valuing those assets will be put ificreases above 2 per cent with job cuts—and according to
place, which we believe will be endorsed by the FederaPudget forecasts 3 per cent is the figure and wage growth is
Government. That is a matter under consideration at thd per cent—this would resultin a further 700 job cuts on top
moment at the Federal level as to what accounting standar@§ What has already been stated.
you apply in terms of valuation of assets. The Hon. S.J. Baker: That is what the honourable
We have a methodology recommended by the Industriesiember has claimed. We have said that the targets have been
Commission; it is gaining acceptance across Australia. Wiid down, and those targets show that from 1 July this
are proceeding on the basis that it will be acceptable, so théihancial year to the end of the period an estimated 5 500
we will have, within the next two years, not only an assetpeople will take up separation packages in order to meet the
register that tells us what we own and where we own it bufour year target laid down. As to how wage rises will
also some of the important details of those assets, which atenslate into job cuts, | am not willing to speculate on that
vital to the construction of accounts for budgetary and otheissue two years in advance. | do not believe the honourable
purposes. It is an extended process. It has started but it heeember’s figuring is quite correct, because that is made
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under a number of assumptions. Savings are being made i achieve degree status and who can ultimately move into the
the non-wages area. mainstream of the department as graduate economists or
An agreement or framework was set in place for negotiaaccountants. The successful recruits will be offered cadet-
tions with EDS on the outsourcing of information services;ships with the department during the course of their univer-
we believe that will provide Government with significant sity studies, and will receive financial assistance to that end
savings which will not affect the area we are talking aboutand a guarantee of employment following the successful
All areas of Government, whether they be motor vehicles ocompletion of studies.
supply areas, are subject to intense scrutiny at this moment. The proposal to recruit specifically individuals of
We believe significant savings can be made further down thaboriginal or Torres Strait Islander descent is subject to the
track. If we can increase those levels of savings by bettespproval of the Equal Opportunity Tribunal and is currently
management, who knows the ultimate outcome of theinder consideration by that organisation. Subject to that
scenario put to the Committee by the honourable memberapproval the department will be seeking applications through
Ms HURLEY: | will forgo any speculation as to the the press.
future. Can the Treasurer advise the estimated savings for pir cONDOUS: The Commission of Audit commented
wage increases that will be forgone by Treasury officers iy, the need to review existing accounting and financial
the 1994-95 and 1995-96 wage freeze, and whether gl3nagement systems. In doing so, it also made the observa-
Treasury officers are subject to a wage freeze and, if not, Whgon, that what is required is an integrated suite of financial
is eligible for increases next year? In light of that, given tha oftware, consisting of general ledger, accounts payable,
the Under Treasurer is subject to a performance bonus, Willccounts receivable, fixed assets, budgetary control and
any of the other officers in Treasury who contribute o rchase order commitments modules. What plans has the
improved performance also receive a bonus? Government initiated to address these requirements?

oo st oo ot i g The Hon. 5.0, Baker:When the Liberal arty came it
9 Bovernment it found that, in relation to the financial systems,

year and the next financial year. The answer to the honou{}\'/hilst there was recognition of the deficiencies and aware-

able member’s question is: the dictate applies across thr?ess of the requirement to conform to Australia-wide

whole of Government, and so Treasury is not exempt fro iy -
the standard set by the Government. What we have Saidnﬁ]tandards by 1996-97 in terms of accrual accounting, there

. . : . ad not been sufficient impetus to bring in a coordinated
relation to wages Is th_at we do not want any ncrease in ou§ystem. | know that the former Treasurer would have been
wage bill this financial year or next financial year. If

. . startled by the extent to which agencies ran their own systems
employees should gain wage increases, by whatever mea Rd then had trouble conforming to a common format and

available to them—and we are talking about enterpris : .
9 p esponse on even some of the most simple issues. So, we

bargaining here—we would normally see a translation Ofthatt)elieve that the availability of integrated and efficient

into job losses. management information systems is fundamental to the

However, if the agency can prove that it has the four year, . - . .
savings target for that agency on track, it will be achieved and chievement c_)f the financial reforms set by this Government.
The question of one common set of computer-based

therefore wage productivity will be above that level, there,. - X .
will be no constraint on that being given. There are somdinancial systems was under consideration for many years by

issues that have to be sorted out between the employds€ Previous Government, but in fact nothing was achieved.
representatives, the commission and, of course, the Goverl€ results have been a proliferation of systems across the
ment's representative on the commission. So, that is thRublic sector; a lack of integration and consequent additional
position that has been clearly laid down; the general rule ofOStS Peing incurred to obtain information; expensive
thumb is that, if any agency involves itself in enterprisedUp“Cat'On of effort to develop and implement different

bargaining, those rules prevail. It does not matter whether gYS€MS; and expensive ongoing maintenance of the various
nd&ystems. We recognise the need to decisively improve the

e. Situation and have mandated the Masterpiece V3.0 suite of
Ms HURLEY: So, if any department makes productivity software as the common system, and that has been provided

savings or increases revenue the wage freeze does not appRy?COMputer Associates. Already Computer Associates has
The Hon. S.J. Baker:| am not saying that at all. We have '€ Treasury system in place so that we are actually adding

not ruled out totally any wage increases, but it is veryto the existing system, which is common to many agencies.

difficult. The agencies are aware of the Government's four\Ve int_end t_ha_‘t the system will be installed by almo_st aII_
ncies within three years and that the other agencies will

year savings targets, and in most agencies decisions are be S > Y=o . .
made in relation to achieving those results within that timeP€ On track within a similar time frame or will have provided

frame. If it is quite apparent that that level of savings can b&°Me explanations why they are not.

achieved—and that is a very difficult question in the first The decision to use Masterpiece V3.0 was based on

place—and the employees can demonstrate that wagssessments of its capacity against a set of specifications for
increases will not result in a blow-out in that savings target Whole-of-Government system and the fact that the basic

the Government is more than prepared to look at that mattegoftware is currently used by most central agencies. So, we

Mr CONDOUS: Has any specific consideration beenare adding to and improving the existing capacity and
given to recruiting persons of Aboriginal or Torres Straitcapability of the systems and achieving the ends that had not
Islander descent to the Department for Treasury and Financ@®en met previously.

The Hon. S.J. Baker: Yes; as at 30 June 1994, six = Mr CONDOUS: The Government has endorsed the
employees out of a total staffing level of approximately 377recommendation from the Commission of Audit that whole-
were of Aboriginal descent, and during 1994-95 the departef-Government financial statements for 1996-97 be prepared
ment plans to recruit two persons of Aboriginal or Torresin accordance with approved accounting standards. What
Strait Islander descent who have demonstrated the potentiaénefits does the Government expect to achieve from this

my control, or hospitals, education or whatever it may b
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reform, and what plans have been initiated to achieve the The Hon. FRANK BLEVINS: Thank you, | appreciate

objective? the cooperation. | am still not clear on this question of a wage
The Hon. S.J. Baker: The preparation of whole-of- freeze. Did | get the Treasurer right when | thought he stated

Government financial statements on a basis which ensur#isat there would be no wage freeze provided that any wage

compliance with approved accounting standards is regardeédcrease was accompanied by at least an equivalent increase

by the Government as an essential and fundamental reforrim productivity which would not affect the financial targets

It means that financial statements will be prepared on anf a department?

accruals rather than a cash basis as has existed in the The Hon. S.J. Baker: The addendum you mentioned was
Government for many years. The accruals basis of accountingie critical factor. What the Government has said is that in
incorporates the full extent of assets utilised and liabilitieSour years time we have to be able to demonstrate that we
incurred in the provision of Government services. The focufave reduced the deficit to zero and have turned the non-
is on the cash required to fund ongoing activities, and thigommercial sector into a surplus. Every agency, both
provides a narrow and incorrect view of the actual cost otommercial and non-commercial, has been set performance
delivering Government services, as has been universalgargets. In the commercial sector they are more related to
recognised. We are no different from any other Stat@eturns on assets and on efficiencies. In the non-commercial
Government, but perhaps Governments such as the one dactor they are more stringently related to the budget outlays.
New South Wales are further along the track inimplementing  aq regards any potential wage increase, the Government
an accrual accounting system. We intend to ensure that W§ated earlier this year that there must be a zero wage
are providing the best service possible and that our statememi§icome. That means that the total sum of money spent on
meet the standards as far as is humanly possible. —  wages and salariess—because there are no contingency
So, itis important in terms of the focus on the utilisation . qvisions within the budget—must not exceed the budget
of resources within Government, as it relies on cash rathesoyision. If there are to be increases and they compute to
than the actual cost of those resources; the measuring of thger employees, there are no other mathematical answers.
performance of agencies; and providing a reliable basis 0g;; under those circumstances the only way we would
which to compare alternative delivery methods. So, we wandonsjder wage increases—and | think the union movement
to know the full cost of the service, and that will demonstratg,nqerstands this—is if the agency demonstrates that, first, it
whether savings are to be made or whether alternativg achieve its four year savings target; and, secondly, that

methods can be pursued to achieve a better service. IMpo{fatever further savings can be made will then offset any
antly, the agencies will be made accountable for the manag@age increases being pursued.

ment of the assets under their control because those assets.l.he Hon. FRANK BLEVINS: That seems to be the same

xlgagi%%trgnzaé??ﬁ: srf;ebektar?]r;daﬁz%ngfer (S)I‘IT? tleg?)z:ggebé swer that was given before, and | still am not clear on it.
: P 9 ill provide a simple example. If a union came to the

reliable information to date is that we simply do not knOWGovernment and said, ‘Give us a $10 week wage increase and

T e e i) GWE You 3 820 ek ncrease i producivity—your
aI{(‘)ttom line—what would the Government say: ‘Yes’ or

statement will clearly demonstrate changes in the financial; ,

position of the public sector, so we can more accurately look " __ .

at a whole-of-Government financial statement and financial _The Hon. S.J. Baker:That IS avery gpod exa”f‘p'e- The
control, and that is one of the significant weaknesseB/NCiPIe in place is that we are assuming certain levels of
identified by the Auditor-General and a matter that we willProductivity improvement in the savings target already laid
be taking up vigorously. This change does not occur withou@Wn, SO that would have to be over and above what we
cost; we have set aside $530 000 in this years budgeeercewe will occur anyway. That issue will hqve to be_
$850 000 in next year's budget and $550 000 in the followingwsowed' For the Government to agree to any increase in
year's budget in order to bring our systems up to the leve\V29es we have said we expect that, through improved

that we believe is appropriate. efficiency in our delivery of services, we will be able to
The Hon. FRANK BLEVINS: Did the Minister say that maintain our services despite the decrease in outlays that we
he was going to table Mr Boxall's contract? have enforced on the agencies. There is an expectation that

The Hon. S.J. Baker: Two questions have been asked iothere will be some significant productivity improvement as
date and | will provide the members of the Committee with@ result of that determination. If there is, over and above that,

the— further productivity improvement and it will not affect the
The Hon. FRANK BLEVINS: With the full details: Pottom line, that is the moment we are actually at the
credit cards, parking spaces, and so on. negotiating table.

The Hon. S.J. Baker: The honourable member actually ~ The Hon. FRANK BLEVINS: That seems to me to be
asked about the conditions under which the Under Treasurdiie Australian wage fixing system at the moment over which
is employed, and | will be more than happy to provide thathe Government has little or no control. It states that any
information as | will for the previous question about the wage increases have to be more than paid for by productivity.

chairmanship of the Asset Management Task Force. | am not quite clear what the Government’s policy is. Is the
The Hon. FRANK BLEVINS: Will a comparison be Government saying that it is defying the South Australian and
provided against his predecessor? Australian wage fixing system and refusing productivity

The Hon. S.J. Baker: The honourable member can look increases if a union offers them? To me that seems to be a bit
up the previous comparison. There is no difficulty in thatbizarre.

whatsoever. The Hon. S.J. Baker:| thought | had been quite explicit
The Hon. FRANK BLEVINS: | am asking the Treasurer about the Government’s stance. The honourable member can
to do that. make a point about this particular issue but the Government

The Hon. S.J. Baker:In fact, you know. has made no allowance for any wage increase in the budget.
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Mr BUCKBY: How does the Government plan to assist the Stirling council with its debt obligations arising
respond to the recommendations of the Commission of Audirom the 1980 Ash Wednesday bushfires?
with respect to budget processes? The Hon. S.J. Baker:Members of the Committee would

The Hon. S.J. Baker:The Commission of Audit made a appreciate that commitments were made in relation to the
number of comments on the way in which budgets ardStirling bushfire as early as 1987-88. It was only when we
constructed. One of the important issues raised was the exteg@Me into Government that we appreciated just how difficult
to which we should provide some indication of the future.that arrangement was for the council and the ballooning of the
Indeed, it suggested forward estimates and the need f@@yments that were required over the 15 year period. Indeed,
making those explicit. The Government has taken that olnder the relationship that was established at the time, well
board. In fact' we made a commitment prior to the laspover $1 million would have had to be pald out in the final
election that we would be producing forward estimates: theyear, and the amount of money required by the council was
were going to be on a three or four year time frame, and thigscalating at the same time as the assumptions on which that
one is currently existing plus the next three years. | believé#vas derived had changed dramatically. | make special
that is a vital issue, one that was not adopted by the previou€ference to the fact that inflation has decreased enormously
Government. Whether it was in a position to do so issince the time when that agreement was first put in place. It
questionable; but, for any control of finances and to have any/as becoming increasingly impossible for the council to meet
decent capacity to control our future, and specifically tdts commitments, despite selling off its assets, because the
reduce our debt in the longer term, we must insist on beinQSSll{fgptlons under which that loan was formulated were
explicit. invalid.

The forward commitments are shown in the tables that | e said originally that we _WOUld provide $2 million
previously mentioned detailing our budget targets in terms gSSistance to the Stirling council; that has been put in place.
debt and also in terms of the composition of our budgets ir] N€ total value of the early repayment is $2.4 million, and
future years. They will change as the factors change: wheth&?at money has been paid to the Stirling District Council via
there is increased or decreased growth, greater or le¥3€ local government disaster fund. | have made a statement
compensation or tax sharing arrangements with the Federd ready about the need for the local government disaster fund
Government or increases or decreases in interest rates. TH&/continue. In October next year, when the .0005 per cent
are all vital factors. What the Government is telling theWas due to be removed from the financial institutions duty,
people of South Australia is that we are setting some targef§€ disaster fund would have been left with a very small

and that these are the component parts. They may shift but t&0UNt in it which would not be sufficient to cater for any
targets have to stay in place. major disaster affecting local government. So, the Govern-

. ... menthas agreed that the disaster fund shall continue.
'mport"’_‘”t')" the Governmentis C'eaf'y setting its dlrec'glon There isgalso an agreement that the payments to Stirling
and showing its determination to provide South Australlan%h

with some dearee of comfort so that thev will aet out of the all come out of that disaster fund so that naturally it does
9 y 9 not effect the budget. | think it is also important to point out

T'r?a; C\;\;aligl]g Sf’ a%alési(: bgréges p\:\?g'(\)/\lljiﬁ C?gxswemggﬁeaﬁ%oonﬁiat the original loan to the council was $4 million at a fixed

. 9 Yate of 14.9 per cent over the 15 years, as | mentioned. If
necessanly accolades_but—acceptance that the Gov erNMe S me form of relief had not been given, | believe that some
is actually demonstrating future and forward planning in %ebt forgiveness would have been necessary. We have put a

strategic and functlona! fashion. i . policy in place which was sustained over a number of years
A number of other issues were raised by the Auditory, provide relief, and we have indeed done that.

General, although I think that was the most important issue ‘\iy BUCKBY: How does South Australia compare with

in terms of the process of Government. We also are currentlyier states in terms of tax burdens, and to what extent did
looking at the matter of an early budget: whether there shoulge taxes, fees and finpsr capitagrow under the previous
be an early budget during May or June. That issue and it§gyernment?

practicalities are currently being examined. Western Australia  The Hon. S.J. Baker: There are two aspects of the
went to an early budget but has found itself in a very longy estion that | believe are important for the Committee to
budget period: | think it is taking about 27 weeks for the nqerstand. The first is that over the period 1988-89 to
Western Australian budget to be satisfied. Other jurisdictionggg3.94 the compound annual growth of taxation fees and
such as Northern Territory and Queensland, which havgesper capitain South Australia increased by 7.3 per cent.
single Parliaments, can satisfy their budget requirements iy, 4¢ compares to the six States average of 5 per cent, so
about one or two weeks. o members can clearly see that that compound rate of increase
The issue of how we manage budgets is an important onguas 50 per cent higher than the average. The nearest State to
The Government believes that an early budget is vital fous was Victoria, which also had to implement some taxes as
setting departments and authorities the framework in whicla result of its own financial difficulties, but that was at 6.5 per
that year will operate so that they do not come to 25 Augusigent. At the bottom of the scale was Western Australia with
orin any of the budgets laid down, and find that they have t@.5 per cent compound annual growth. Ther capita
change direction or that their budgets are a little less than theyxation figures are better for South Australia in that our
first thought because of last minute discussions and negotigaxationper capitais the third lowest of the States. At the top
tions. Those are just two issues the Government is examiningas New South Wales with $1 608 per head, at the bottom
at the moment. We have already reached some conclusiogsthe scale was Queensland with $1 096 per head, and South
on a range of other issues, and we will either make thospustralia falls between them at $1 256 per head.
conclusions public or respond formally to the Audit Commis-  Certain adjustments have to be made for our taxation
sion on those issues by the end of October. capacity, and the Commonwealth Government concedes that
Mr BUCKBY: | refer to Government assistance to theSouth Australia has between 13 and 15 per cent lower
Stirling council. What action has the Government taken taapacity at the same rates of taxation. If the same tax is
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applied across all States, on average we will get 13 to 15 pesarious range of Government enterprises down to lotteries,
cent less in South Australia than the national average, sihe Casino and gaming. The questions have been fairly wide
some discounts have to be made for that factor. In 1988-8&nging. Rather than specifically take each of these items in
the tax effort ratio for South Australia was 98.57 and insequence, | suggest that it may be better if the officers were
1992-93 it was 101.80, so we have gone in the wrondo remain on duty during the day, or at least until the 8 p.m.

direction in terms of incentives for businesses to set up ilosure of the ‘Treasury and Finance’ line, so that members
South Australia. can switch from one line of questioning to another. Itis right

Mr QUIRKE: What is the timetable for the rest of the across the whole line so it is permissible for them to do that.
Audit Commission findings? As | understood it, the Govern- The Hon. S.J. Baker: That is quite satisfactory. | think
ment would be making an announcement across the board wfe can probably close it off at 6 o’clock. We should then be
which of those findings it would accept, and that must nowthrough the major Treasury items and be able to ask some of
be imminent. our officers to absent themselves. | understand that the next

The Hon. S.J. Baker: Yes; the timing on the Audit item the Opposition wishes to pursue is the South Australian
Commission responses will be towards the end of OctobeAsset Management Corporation and State Bank. | should like
Of the 336, | believe that 80 to 90 per cent have been satisfieh precede the questions on that matter with a short statement.
by public statement, agreed by Cabinet or put into practice |wish to inform the Committee of the latest advice that |
already. There is a residual number which we will be sortindhave available concerning executive remuneration issues
out over the next few weeks. involving the State Bank as it traded to 30 June 1994 and the

Mr QUIRKE: As | understand it, one of the key elements present situation applicable to BankSA Limited and the South
in this for the Liberal Party in Government over the next threeAustralian Asset Management Corporation (SAAMC). The
years is the sale of assets. Can the Deputy Premier tell @ommittee will be aware of concerns that have been raised
whether any consultancies have been let for the sale @n numerous occasions in the House about the level of
specific assets, including BankSA, SGIC and, for that matteremuneration applicable to certain executive officers of the
any other assets that may be up for sale? What are the coState Bank. | am pleased to say that the State Bank has made
of those consultancies and what are the contracts? significant progress in terms of reducing sheer numbers of

The Hon. S.J. Baker:I thought the member for Playford executives and employees with total remuneration packages
said that he was in the gallery when the previous questionis excess of $100 000 from a figure of 92 executives and
were asked. We have dealt with the Asset Management Taginployees at 30 June 1993 to 68 executives and employees
Force questions already. | will give the honourable membeat 30 June 1994 (including the Group Asset Management
the required information. Division).

Mr QUIRKE: In response to that, | was in the gallery  Nevertheless, | am appalled at the level of remuneration
when that question was asked. | am specifically interested ithat particular individuals were able to earn as a consequence
whether the Government has contracted any organisation fof bonus incentive schemes applying within the State Bank’s
the sale of those two specific assets that | mentioned. | cafreasury operations and introduced during the Labor
hone it down even further: BankSA is the one that | amGovernment’s term. Of course, these are no longer in place.
specifically interested in; can the Deputy Premier give us thé am informed that under the bonus scheme certain State
contract details of that if that is the case? Bank Treasury officers were able to earn additional income

The Hon. S.J. Baker:The answer is ‘Yes’, but we have above their base salary as a result of over achievement of
not signed the agreement. Until we do, it would not beprofit targets for the State Bank’s Treasury trading oper-
appropriate to provide the details to the Committee. Imtions.
principle we have decided on a particular organisation to sell These bonus arrangements were structured so that bonus
the bank. payments were made one year in arrear. Certain bank

Mr QUIRKE: By tender? Treasury staff were entitled to receive a budget success bonus

The Hon. S.J. Baker:Yes, we went through a tender or if their ‘profit centre’ achieved its net profit budget but the
expressions of interest process. That process has bebank’s Treasury operations as a whole failed to achieve its
pursued and there will be further negotiations. The matter wilprofit budget. Official documents reveal that the former
be made public very shortly, provided agreement is reachetireasurer was advised of these arrangements and the details
and signed. of the bank’s Treasury bonus scheme.

The CHAIRMAN: |should like to clarify one point. Was The bonus scheme arrangements resulted in one indivi-
the Treasurer under the impression that the line had beafual's income totalling between $1.12 million and
closed off under ‘Other Payments'? If so, | permitted the$1.13 million for 1993-94 and another individual between
guestion on page 60 of the PPB papers relating to advice arB10 000 and $820 000. In total, eight employees earned in
assistance provided in developing and implementing legislaexcess of $370 000 during the past financial year. It should
tion, which refers to the whole range of Government enterbe noted that these incomes include redundancy payments,
prises. employee entitlements (superannuation, annual leave, and so

The Hon. S.J. Baker:|1 am relaxed about it, Mr Chair- on) as well as bonus payments which would normally have
man. There are other opportunities, if somebody has missdzken paid in the following year. The individual whose income
the point or | have not explained something sufficiently, fortotalled between $1.12 million and $1.13 million had an in-
members to ask further questions. In relation to SGIC, therbuilt bonus scheme in his personal remuneration contract. His

are no contracts of that nature. bonus scheme arrangements effectively came to an end in
Mr QUIRKE: | have no further questions, Mr Chairman. November 1993 upon conclusion of his contract. However,
I am quite happy to move on to the next area. compensation arrangements were put in place under a

The CHAIRMAN: The Chair has one problem. We had renewed arrangement in November.
a printed sheet handed in which stipulated ‘Other Payments’ As for other bank Treasury dealers, their bonus schemes
for a brief period, then departmental operations, and thevere effectively brought to an end in February 1994. Of the
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eight employees whose income totalled more than $370 00@muneration packages of $100 000 or more. Total remunera-
in 1993-94, six had left the bank by 30 June 1994, includingion costs include superannuation, concessional loans,
the highest earner, and another left in July. The profits opackaged vehicle costs and FBT associated with each
which these bonuses were calculated were essentially derivednployee. There are presently 27 executives and employees
by trading in foreign currency and interest rate markets. Of SAAMC whose packages exceed $100 000. This figure
a positive note, | would point out that the contribution to bankincludes 10 offshore employees. SAAMC's primary function
profits from the bank Treasury operations was substantial arid to manage an orderly wind down of assets over the next
ran into tens of millions of dollars. However, | think it is few years. In this regard, my expectation is that the number
significant to note that this type of trading activity could notof senior executives employed by SAAMC will also reduce
have been undertaken by the State Bank without a Goverms that entity shrinks in size.

ment guarantee attaching to its liabilities. Without the The CHAIRMAN: Does the member for Playford wish
guarantee of this State, this trading activity would not haveo make a formal reply?

been possible with the degree of profitability that occurred. Mr QUIRKE: No. | would just like to ask a few questions

As part of the corporatisation process, the State Bank'about the statement we have just heard. From what you have
Treasury operations were closely examined and revieweglst told us, there are still 67 persons who are in receipt of
The bank board decided in December 1993 that the Treasuiycome of $100 000 or more in both entities, SAAMC and
operations to be carried over from the State Bank into th8ankSA. You mentioned a figure of 92 as at 30 June 1993.
Bank of South Australia Limited should no longer be focused have good reason to assume that that figure was an histor-
on trading but rather should fully concentrate on funding andcal figure at that point. That was the number that started that
managing liquidity risks of the Bank of South Australia financial year. In fact, it had been wound down, as | was
Limited. advised in my capacity as Chair of the Economic and Finance

BankSA's Treasury operations are now focused on it€Committee, by July last year, to 72. You need to be very
funding activities. As a consequence, the staffing profile otareful when dealing with this entity and reporting about who
its Treasury area has changed dramatically and the tap getting what, as | am sure the Deputy Premier is well and
earners are no longer employed by BankSA Ltd or the Souttruly aware. | want to get the figure on the table. You are
Australian Asset Management Corporation. Bonus schemeslling us now there are 67 at this moment who are in receipt
of this nature are no longer operating in either BankSA owf $100 000 wage packages or more?

SAAMC. The incentive schemes which remain in place are The Hon. S.J. Baker:The figure with which | have been
reasonable. provided, which includes the State Bank, with all its entities,

As competitive imperatives dictate, BankSA will have to plus the GAMD, as at 30 June 1993, was 92. It may well have
provide such incentives as may be required to meet theeen that the figure you are referring to was the bank only,
strategic and budgetary targets of the bank. The banWhich was 77 as at 30 June 1993. That was the historical
currently has certain operations where commissions are pafifjure. The figure for 30 June 1994—and | will talk about
over base salary, such as for financial services and mobilghat is now in place—was down to 63 from 77 in the bank,
sales staff. In addition, the bank has recognised and withnd rather than 15 that existed at the time in the GAMD, there
continue to recognise and reward staff for special achievewere 5 in the GAMD as at 30 June 1994. The reduction was
ments and contributions to the business as the busineff®m 92 down to 68. There have been a further 6 reductions
requires or because of the need to retain key staff. Thessance that time as a result of rationalisation and the creation
matters are in the domain of the board of directors appointedf SAAMC—SAAMC taking over the State Bank of South
by the Government. Australia plus the GAMD. There has been a reduction of a

BankSA operates in a competitive market environment aturther 6 in that category.

a company subject to the corporations law. The obligations In the official reports—and it is an issue | have had to
and responsibilities of the board of directors are clearlygrapple with and understand—under the Corporations Law,
dictated by the general law and the corporations law, anthe definition of people who lie within this bracket is quite
BankSA will be operated according to these requirements. Idifferent from the definitions with which we are working.
preparation for corporatisation and the launch of BankSA, alLast year the count was as low as 27 in the official reports,
facets of BankSA's operations—including staffing levels,which would have conformed with the Corporations Law,
industrial agreements, staff benefits, remuneration policy anblecause they do not count those overseas or subsidiaries, and
practice—were the subject of comprehensive analysis bthey also have a different definition of what is remuneration.
external consultants appointed by the Corporatisatiohey do not include superannuation in their definition. The
Steering Committee, in conjunction with the board of thefigures have taken some time to work through in order to
bank. reconcile.

BankSA has been restructured in accordance with The CHAIRMAN: |would like to notify the television
strategies adopted by the Government, and executiveamera operators that an agreement was reached between the
remuneration has been realigned by the regional bankinigonourable Speaker and the managers of the stations that
sector of the finance industry, consistent with the saleameras would, after the initial two or three minute period
strategy. A regional banking remuneration survey confirmsvhen the Committee was settling down, remain behind the
that remuneration packages are now generally within oarea parallel with the desks at the front. The Chair finds it
below the median range in the market, which is consisterdistracting to see movement and | am quite sure the witnesses
with the Corporatisation Steering Committee’s advice to thevould. Since the essential ingredient of the day is to elicit
Government. A new executive team has been installed withimformation from the Treasurer, | ask the cameramen if they
this framework to manage the process of streamlining andould stay behind the level of the witnesses.
cost reduction in BankSA. Mr QUIRKE: | want to get a couple of remarks on the

There is a total of 151 packaged officers in BankSApublic record about that. My memory was correct. | can
Limited. Thirty-five of those individuals receive total assure the Treasurer of two facts. The firstis that was a figure
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that was given to the Economic and Finance Committee from Mr QUIRKE: The Treasurer referred to external
both entities. | also know full well about the problem of how consultants setting the level of packages. Last year the
to report executives, because that organisation had to géconomic and Finance Committee recommended, regarding
dragged in, kicking and screaming, to include all sorts ofxecutive salaries in the bank, that the bank had wrongly
information so we in fact got the figure of 92. The figure of positioned itself. The report recognised that the bank had
92 was obtained in the year 1992; in fact, my diary wouldgone from the top, the seventy-fifth percentile, as a world
give the precise date in November when the State Bank wdsank, as it saw itself in the early 1990s, down to the fiftieth
called to account as a result of that inquiry into executivepercentile, so that half the bank executives in Australia would
salaries. be paid on either side of that line. The Economic and Finance
The cost this year, as | understand it, of converting th&0mmittee recommended that the State Bank of South

State Bank into BankSA has been fairly considerable. WilAustralia was a regional bank and that the level should drop
the Treasurer tell us how much that process cost? Will he teff the twenty-fifth percentile. | understand that when the
us whether there have been any salary implications to th&g0vernment came into office it accepted that recommenda-
change? In other words, has there been any movement of agn but that nothing happened at BankSA. Is that correct?
individual in the executive range or any salary movements, The Hon.S.J. Baker:The honourable member is talking
and | include in that all the things that a punter out in myabout wages and salaries?
electorate would consider part of a salary package, such as a Mr QUIRKE:  Executive remuneration is determined by
car, superannuation, or anything else, as a result of th&eference to an external consultant, who gave advice to a
change to BankSA? number of banks and financial institutions and determined
The Hon. S.J. Baker:As the honourable member would that the position of this particular bank would be at a certain

be well aware, a $10 million allocation was made. That wa@Iace in the market. Under.the Marcus Clark regime, it was
notified at the time. | can give the breakdown for thedl the seventy-f_lfth p_ercentne, .Wh'Ch meant that 75 per cent
honourable member. In fact $9.5 million was actuaIIyOf bank executives in Australia were paid less than bank
allocated for the process. It did not stop as at 30 June but ke pecutives in .the State Bank of .S(?Uth Aus”a"?‘- | understood
going into July and August on a continuum, So a process too at a reduction down to the fiftieth percentile took place
place and it is still taking place to a certain degree. The tot ndeEr the last GO\éeg)ment bce:tweer_1tt1992 a(r;d 1393't|hn(1€tﬁd’
estimated cost that we believe will be spent is as fOHOWSB:nk gﬂgﬂﬂ;l;c?gowrlln%n&% tve(';m;/' fﬁteh np;'grc?er?tﬁgr itsa:eale
ionery, brochur rs, promotional material ang® " >'" . . ) : ’
stationery, brochures, posters, promotional material a position in the banking world in South Australia. | understood

public affairs, $5.316 million; changes in signs, $2.285 : .
million; and the cost of the launch and the advertisingﬂrggou accepted that, but it appears that no action has taken

campaign to launch the new name, $1.906 million. The tot
The Hon. S.J. BAKER: | have two comments. | cannot

cost of that change was $9.507 million. The name had to ; . .
gcollect particular reference to the twenty-fifth percentile,

change because the law required it. We made a significalg
change to the name and that obviously increased the costPUt generally I accept what the honourable member says.

. . _ There are two distinct issues. One relates to what the general
As to remuneration, | can make available to the Commit g

. . L will K furth banking sector does and the second relates to what the
tee current executive remunerations. | will seek Turthetoyiqna| hanking sector does. We are well aware that in major
information on whether there have been any changes.

the h bl b s 10 K heth anks head office staff are paid significant salaries and
presume the honourable member wants 1o know WNetheh.qntives, put that is not necessarily replicated by regional

there is any change as a result of the new bank being,ns “aithough some heads of regional banks are paid
formed—whether there were any changes as of 30 June 19 ndsomely. We are talking about two different product

when the old bank was in place, compared with 30 June 1993, 6t and the honourable member would appreciate the
I have some general descriptions. The general answer is ‘NQyittarence there.

Most BankSA staff are remunerated in accordance with the . . .
h . As to the Economic and Finance Committee recommenda-
bank officers/officials SBSA Federal award 1984 and ion, it believed the executives were remunerated far too

pursuant to the enterprise agreement reached in 1993. Tﬁ%ndsomely and that executive remuneration should be
bank’s remuneration policy was reviewed against and iso, ciioned. There was some repositioning, but that was
generally in line with the regional banking sector. It should e o 1y contracts that were already in place and contracts
be noted thf’!t the remuneration human resources ppllcy tRat were not available for alteration when we came into

generally reviewed by external consultants etc. Executive an overnment. The consultants referred to the fact that BankSA
senior officers receive remuneration packages based on e e of thé largest regional banks—St George Bank might

cost to the bank. As at 1 July there were 153 package e a little larger: it is much larger than the average regional

officers aﬂd_ 35 received packages in excess of $100 OOO'blank. We have said that the salary shall be at the medium of
presume it is in that area that the honourable member h

e e regional banks, and not a particular percentile of the
specific interest. banking sector where we have some very highly paid
I will provide the list of the current 35 executives in the individuals Operating out of Sydney and Melbourne.
bank above the $100 000 level. There is a difficulty, because

some of the people in those positions were not in them a year [Sitting suspended from 1 to 2 p.m.]
ago and the descriptions have changed dramatically in some
cases. It will be reasonably difficult to line them up and form Additional Departmental Adviser:

a conclusion that their salaries have increased, have gone Mr T. Johnson, Managing Director, BankSA

down or have been reasonably static. | will have work done

so that the honourable member can form his own conclusion The CHAIRMAN: For the public record, the Chair
about those packages. My assessment is that they hamppreciates the media’s problems in being able to photograph
changed very little. only the back of the Treasurer’s and his withesses’ heads for
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publication in the evening media. We have tried to contact the40 001 to 250 000 1
Speaker during the lunch break but have been unsuccessfar0 001 to 380 000 1
We will seek variation of the rule over the next 24 hours— . QUIRKE: Can the Treasurer tell us—and he might

with what luck | do not know, but we will try. ; ;
. o need the assistance of some of the Bank of South Australia
Mr QUIRKE: | would like to make clear to the Treasurer jeoors \whatever happened to the art works and wine we

the:jt 'c:)_ne of thg princ_itpt)al recortrr]]mgndationz_of th]?tEc%nor;:l eard so much about in 1992-937? Are they still around? Have
gn thlr,lkan(t:e i o_mtmltheetwast ?_m?wngra t!rg Io ted _anh_ ou sold them, or what is going on? What is happening to the
outh Australia into the twenty-fifth percentile. I noted in his;o 1569 |5 it being fixed up or not?

answer to my last supplementary question the Treasurer’s ] .
statement that it is now positioned with similar banks, but that 1€ Hon. S.J. Baker: The top floor is vacant. | must
dmit that it is the most impressive top floor of any building

is not the case. That bank is now positioned right in th h S Fh K is missing. S |
middle of all banks, whether or not they be regional, and | N3V€ €ver seen. Some of the art work is missing. Severa
aintings cannot be found. | will ask the Chief Executive

include the Commonwealth, Westpac, ANZ, and Nationa%ﬁ. " d ifically but we h d dit and
Australia Banks. In fact, the fiftieth percentile places it right 2 €' {0 respond specitically but we have done an audit and,

in the middle of all banks in Australia in terms of executive Withoutgoing into the massive expense involved in trying to
remuneration cater for every item that was on the list but could not be

The Hon. S.J. Baker: That is not true. In fact, 35 senior found afterwards, | indicate that most of the wine collection

staff receive total remuneration packages in excess (ﬂas been sold off at auction and only the less expensive items
$100 000. | have a breakdown of that which | will supply to 2V been kept for small entertainment type purposes. That

the honourable member. Information received from thj; the general answer, but | will hand over to the Chief

consultants indicates that whilst it is one of the larger region xecutive Officer. ) ) )
banks its remuneration level is in the middle range. Mr Johnson: There was an inventory in relation to the art

Mr QUIRKE: In the middle of all banks? works. The bank’s history goes back to 1848. There is a list
The Hon. S.J. Baker:No, in the middle of the regional Of art works that were in the bank’s ownership since the early

banks. As | said, if we took the remuneration packages of thBart of this century. Some art works purchased in the 1970s
National Australia, Commonwealth, ANZ and WestpacWere not able to be included in the inventory of all art works
Banks we would find a much greater concentration. In factwhen the allocation of assets was carried out for BankSA.
every one of them, except the Commonwealth Bank’ is St”valuatiqns were achieved for the art works we had, and we
on the low side, but what we call private banks have employare talking about the great majority of them.
ees on their books with salary packages well in excess of As it goes back a long time | cannot remember the exact
$500 000. The highest paid employee is our Chief Executivaumber, but there was a total of about 300 of which a smaller
Officer, with a salary package of between $370 000 andwumber has been retained and vested in the assets of BankSA
$380 000. We are aware of regional banks with much smalleand they are all categorised. The balance, which is the great
asset bases whose Chief Executive Officers are paid far momaajority of them, have been kept in a safe and protected
We have concluded, on the evidence presented, that thevironment, and the SAAMC responsibility is to dispose of
positioning of salaries is far more appropriate to a regionalhem or deal with them in due course. The bank brought an
bank, which it is, and that it lies in the medium range. | aminventory of wine to a previous inquiry of the Estimates
happy to supply that information. It is important to under-Committee and provided information as to the type, or
stand that the definitions used come under the corporationariety, and quantity. As the Treasurer said, the bank
law and, therefore, some significant adjustments take plaaisposed of most of the wine, in terms of value and quantity,
in these packages that are not recognised under that law. Forseveral auctions that were held before the end of June in
example, the number of people we have within those brackett994 and those proceeds have been paid into the accounts.
do not fall under it: they fall well below the $100 000 mark.  Mr CONDOUS: Was it a public auction?
Thatis something the Committee will have to take onboard. \r Johnson: Yes, without disclosing the vendor.

We are reasonably confident that for a bank of its size, lyingygwever. the details of how the wine was disposed of are

in the medium range, it is appropriate. . available. A small proportion has been held for bank func-
__The CHAIRMAN: Is the Treasurer providing the tions and vested in BankSA, and again an inventory is
information for circulation now? available if required.

The Ho_n. S.J. Baker:For circulation to all members of Mr QUIRKE: What was the value obtained for the wine
the Committee.

. ; o
The CHAIRMAN: The document will not be tabled but collection at that public auctllon. . ,
it is available. Mr Johnson: | can provide the Committee with that

The Hon. S.J. Baker:If the honourable member wishes Information if the Treasurer so determines. The information
it to form part of the record, | am happy with that. is all available, and it involved qune a \_Nelll-known auctlon-
Mr QUIRKE: That would be a good idea. eer, who was parﬂculgrly experlencgd in wine and its valuges.
Packaged staff Areserve was putonit and the requirementwas that nothing
The 35 packaged staff referred to above fall into the foIIowingbe sold unless the bid met the reserve, which was above the

bands: book value of the wine. The value of the wine was deter-

fg(l)a(%?an(ilo 000 Numé)er mined by the quality, and so on. So that information is
to i i i

110 001 to 120 000 8 available also if required. . _

120 001 to 130 000 7 The Hon. S.J. Baker: 1 will undertake to provide the

140 001 to 150 000 4 honourable member with that information. I think the amount

%gg 881 :g %88 888 % was about $20 000, but that might be a mile out, so | will get

190 000 to 200 000 1 the actual details rather thalj s.peculate on the figure.

220 001 to 230 000 1 Mr QUIRKE: Are the paintings all accounted for?
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The Hon. S.J. Baker:To the extent that it is possible to figures total $143 million of abnormals that were brought to
account for the paintings. As Mr Johnson mentioned, peoplaccount, and anyone interested may appreciate that the result
may have been aware of when they were actually bought bipr the bank was quite good under the circumstances.
the bank or when the bank was made a recipient of them, but MrBUCKBY: What is the size of the SA Asset Manage-
they were not aware of when they disappeared over the 1Gfient Corporation, and how is it expected to perform in the
years of business of the bank. Someone could have kept themext 12 months?
in a collection for 100 years. The Hon. S.J. Baker: There is little appreciation for the

MrBUCKBY: Continuing the focus on the former State fact that SAAMC was, in asset size, larger than BankSA at
Bank and, more particularly, the Group Asset Managementhe point of changeover. The opening balance sheet of
Division (GAMD) or the so-called ‘bad bank’, I note that SAAMC as at 1 July was about $8.4 billion (unaudited),
GAMD reported a loss for the 1993-94 financial year of $120xhich differs from the figure of $7.8 billion shown in the
million. Where does this leave the Government in terms ohudget papers by $0.6 billion, representing an adjustment to
its provision for losses under the indemnity provided by thehe SAAMC balance sheet in respect of both assets and
previous Government? liabilities, which were previously offset but which are now

The Hon. S.J. Baker:Under the previous Government's recommended to be shown on the balance sheet. This amount
indemnity the $3 150 million made available was made up ofepresents receivables and payables arising from SAAMC
a number of payments, but up until June 1992 the sum ajff-balance sheet transactions being wound down. So, the
$2 300 million was made available to cover the 1991-92 losgotal balance sheet was $8.4 billion compared to the BankSA
The sum of $450 million was made available and a furthebalance sheet of $7.26 billion. The capital left in the SAAMC
amount was set aside in the State Bank restructuring accougt$250 million with a possible reduction to $130 million, as
of $400 million, so the total was $3 150 million. Against that, | mentioned previously. This $250 million will be used to pay
the State Bank received a total of $3 037 million andfor the $120 million loss for the 1993-94 financial year.
payments were made of $500 million in February 1991, The Government expects that SAAMC will reduce its
$1 700 million in August 1991 and $100 million in June pajance sheet by $2.4 billion in its first year of operation. By
1992. . B reducing $1 billion of the SAAMC facility, BankSA can raise

GAMD received $450 million for the 1991-92 losses, its own capital. The Government provided the funding

which | mentioned previously; in June 1993, as part settlethrough SAAMC to BankSA. BankSA is in the marketplace
ment of the GAMD losses for 1992-93, $200 million; and in seeking its own funds, so there will be a winding down of the

June 1994, in full settlement of the GAMD losses, $87financing requirement. There is an estimated disposal of
million, so $3 037 million of the $3 150 million provided has assets of $1.4 billion, and they are mainly receivables in
been taken up. The $120 million would, as members of the\stralia and offshore. The third matter involves managing
Committee would appreciate, exceed the amount set aside e asset sales to generate sufficient reserves to cover $464
$7 million. Because of the transfer of the equity interests, gjllion in funding costs, $40 million operating costs and $20
sum s available in the GAMD, and that will be offset againsty;jjjion statutory charges. We are aiming to have a small
that amount, so there is no call on the budget for this financiz-gurpms from those operations at the end of the year. Given
year. the nature of what we are dealing with, the sorts of figures we

Mr BUCKBY: Looking at the 1993-94 results for the gre ajming for in budget terms can fluctuate. We are aiming
South Australian Asset Management Corporation | noted thaby g small surplus at the end of the financial year.

there was an abnormal expense totalling $143 million. HOW  The Hon. FRANK BLEVINS: | refer to the head of

was this figure arrived at? . . Global Treasury. Did | understand the Treasurer correctly to
The Hon. S.J. Baker: There is a very large expense in gay that he picked up $1.3 million this year?

relation to that, as people can appreciate, and it affected the The Hon. S.J. Baker:The Global Treasury operations are

profit line of the bank. we had to address some matters priql, , qefynct. The Government is winding down the residuals.

to the change, and they included restructuring costs of $59. The Hon. FRANK BLEVINS: Did | hear the Treasurer

million. In that amount we had to make special provision for ay that the former head of Global Treasury, whose contract

superannuation entitlements of $16 million; redundancy; > X . it h
payments of $18 million: SAAMC redundancy payments of ised in November 1993, picked up $1.3 million on his
departure and, if not, what was the figure?

10 million; the i i i i ith th
$10 million; the imaging and stationery associated with the The Hon. S.J. Baker: His official contract formally

name change of $9.5 million; information systems develop- . - .
ment of $3 million; and future litigation in relation to our ceased in November 1993, but in the period before the

debtors of $3 million. That made up $59.5 million of the $143election the then Treasurer agreed to a transitional arrange-
million. ' ' ment to allow that person to continue to wind out some of our

There was a guarantee fee to the State of $27.4 milliorPVerseas operations. | understand he left in May, anql the total
a provision for terminating long-term leases held in LondorP2Y-0ut was of the order of what the member mentioned.
and New York of $9.6 million; a State Government scheme_ The Hon. FRANK BLEVINS: Will you give the
superannuation funding ‘top up’ of $11 million; and a declineCommittee a breakdown of that figure? _
in the valuation of the assets of $35.5 million, of which $24.5  The Hon. S.J. Baker:l do not know that it is necessarily
million related to some of the properties that had beer@Ppropriate to provide those details.
accumulated by State Bank as a result of default, including The Hon. FRANK BLEVINS: Why? Ifitis appropriate
55 Grenfell Street, the Henry Waymouth Car Park, the Statt® give a total figure, the Treasurer should provide a break
Bank Centre, the Newcastle BFCL building; and otherdown.
properties totalling $5.4 million. So, that made up the The CHAIRMAN: The member is continuing to interject.
devaluation of assets. Then we had furniture, fittings|twas the understanding of the Chair that there were contrac-
partitions and office equipment, which were valued fortual provisions for non-disclosure. The Chair may be wrong.
corporatisation purposes, devalued by $5.6 million. Thos@he member should direct his questions along those lines.



62 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 14 September 1994

The Hon. S.J. Baker:The exact pay-out for 1993-94 was changed in terms of the bank, the way it images itself, and the
$1 124 210. There was a bonus element of about 2®ay it operates. If there is a specific issue that the member
per cent—in round terms, that worked out to about $360 000Qvishes to pursue, there are a whole range of areas where the
There was a severance payment of about $575 000. Thebank has changed. If the member would like to be more
were other levels of remuneration, including salary and othespecific, | can ask the Chief Executive Officer to respond.

items, of about $174 000. . The Hon. FRANK BLEVINS: | am fairly satisfied with
The Hon. FRANK BLEVINS: So, will the Treasurer that. It seems to me that the answer is, ‘No, no change atall.’
supply those figures? Anybody can discern that from the policies of the bank over

The Hon. S.J. Baker: | do not have great difficulty the past nine months. | do not think there ought to be a
supplying them. I will provide the figures that | have beforechange in policy. | congratulate the Treasurer on maintaining
me. The leave the person was entitled to amounted tghe previous Treasurer’s policies.
$21 248, severance was $575 000, the bonus was $356 800, The Hon. S.J. Baker:Not quite.

and the remuneration to date of exit was $171 162. . : : P
) > . Mr BASS: Earlier this year the Treasurer indicated that
The Hon. FRANK BLEVINS: When did this particularly 4 fina| instaiment of the Federal Government State Bank

i i 2 . ; )
fort_ll_ﬂatﬁ genéliméanken.tle r |rgto tTS ((:jotrlltract_. inal tract assistance package was at risk. What was the reason for this,
€ Fon. >.J. baker:| understand the onginal contract 5,4 a5 the situation been resolved?

was entered into prior to the member’s becoming Treasurer. The Hon. S.J. Baker:On coming into Government we

My understanding is that the former Treasurer was no ; . i
responsible for this man'’s original contract. ﬁad discussions with the Federal Government about the

. ; . assistance package. Indeed, $75 million was due and payable
The Hon. FRANK BLEVINS: You mentioned that, in to the State Government prior to 30 June 1994. It was made

Il fairn hi rticular gentlemen, while he was in R
all fairmess to this particular gentiemen, € N€ Was 1N jear at the time in an exchange of correspondence that the

charge of the Global Treasury operation it made tens Ogederal Government had had some concerns about the
millions of dollars. Can the Treasurer be a bit more precise; v u

From memory | think it was close to $150 million to $200 previous Government’s ability to meet the savings targets that
million that this character made for the operation. had previously been agreed between the State and the Federal

The Hon. S.J. Baker:My understanding is that in the past Governments, and at that stage it was not willing to rely on

. .- _our election campaign as a firm indication of our resolve to
two years the figure would have been close to $100 mllhon'educe the State debt. As a result of the May financial

| do not have any details that go back before that time, but if}
the past two yez;/rs that Wouldgbe the order of magnitude. AZ2tement, the Federal Government agreed that the changes
| said, it finished financially on the right side of the ledger. ?t \{[ve\rl\(/a :aklr;g flfiﬁ ‘r';'%:e appfr(t)k[]Jrlatre,Vithat g]evS?r\llrlr?gst
In fact, it is worth reporting that the operation finished about{)a gets were greater than those of the previous Loovernime

ut that it accepted that we had a greater capacity to deliver

$15 million under budget last year. : ; .
The Hon. FRANK BLEVINS: He will not have any them than did the previous Government, so we were given the

problems getting another job on higher remuneration. $75 million at the end of last financial year. )
The Hon. S.J. Baker: He will not be playing with In fact, the Federal Government feels so comfortable with

taxpayers’ money. our performance and budgets and that, as the former Treasur-

The Hon. FRANK BLEVINS: Has there been any € would recognise, the final payment was due an.d. payable
change in policy in the bank since the last election in regar@" the sale of the bank (and that was some $234 million), that
to rural foreclosures? the Commonwealth Government has agreed to pay us a

The Hon. S.J. Baker:Only to the extent where problems further dividend—$159 million—which will be paid during
have arisen and those matters have been canvassed vigorod§ financial year so that there is a very small residual
with bank personnel. As far as | am aware, that has nogamount thz_at will be paid on the sale of the bank. Obviously,
happened on very many occasions. It has been dealt with G4 have_elther met or exceeded the Federal Government's
a case-by-case basis. The bank is well aware of the GovergXPectations, and we can feel quite pleased about that. |
ment's desire to maintain a strong relationship with all itswould hasten to comment that it had some grave reservations
customers, including the rural sector, and it is using its betbout where the previous Government would finish.
endeavours to proceed along those lines. In terms of rural MrBASS: What was the rationale of changing the name
loans, there were only two occasions that | was asked tof the State Bank to BankSA Ltd, and how does this move
pursue particular matters. | have taken a hands-off approaé@ssist the Government's plans to sell the bank?
because it would not be appropriate to intervene. | have The Hon. S.J. Baker:The previous Government would
simply raised particular questions with the bank and havéave had to address a number of issues about the sale of the
received satisfactory answers. bank, had it been retained after the last election. One issue

The Hon. FRANK BLEVINS: It appears that the answer was the legal entity which existed at that time and which was
is that there has been no policy change. In general, have theme longer appropriate, and the second was the extent to which
been any significant policy changes in the bank over the pathte State Bank should stay with the name which it had held
nine months? and which we believe was not necessarily appropriate for

The Hon. S.J. Baker: On these particular questions, it future marketing of its products and its people. So, the name
may well be better to ask the Chief Executive. My view ishad to change; we were required by law to change the name.
that there are a number of areas where the bank has chang&tiat was the issue that was embraced at the time. The market
It is now focussing as a regional bank. It has obviouslywas tested, we came up with BankSA and with a new logo,
moved away from its Global Treasury operations. It iswhich was also market tested. The market testing came up
winding out of all non-core activities. Some of these thingswith very strong support for the changes to both those items.
were started previously and have been pursued perhaps witlhe matter was professionally addressed, the name was
a bit more vigour than was previously applied. The bank hashanged, a sum of $9.507 million has been made available,
been corporatised. There are a whole lot of things that havand it has been an exceptionally successful changeover.
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Mr BASS: What has been the cost of the corporatisatiorto sell the centre this year. We believe that circumstances
of the bank, and what is the budget for the coming year amay be propitious next year to proceed with the sale, and if
part of the sale process for what is now BankSA? they are we will do so.

The Hon. S.J. Baker: Members would appreciate that Mr QUIRKE: The sale process for the State Bank seems
$15 million was made available for the process of corporatito have slowed somewhat. If what you said a moment ago is
sation. It is pleasing to report that we have finished undecorrect, that the Federal Government is advancing
budget, that the actual expenditure during 1993-94 wa$158 million or $159 million of the $243 million which is the
$9 902 204, and that there is a further budget for 1994-95 dinal dividend on the sale of the bank—
$4 million. | understood that the $15 million was made The Hon. S.J. Baker: There is another $75 million to
available virtually for expenditure during 1993-94 so, if you come after that.
draw a line through that and even take the additional costs put Mr QUIRKE: Ifthatis the case, it must be satisfied with
down in the 1994-95 budget, you will see that we are withinthe sale process. Is the Government locked into a float of the
the total budget. State Bank or is it still considering a trade sale?

Mr QUIRKE: Before | proceed on this, | should pointout ~ The Hon. S.J. Baker:We have not closed off any option.
to the Deputy Premier that as far as we are concerned/e have seen difficulties created in the share market in recent
BankSA has done its bit here, and we would be quite happiimes. The share market last year changed considerably and
to move on to the rest under this line, unless memberae can no longer assume that it will be the appropriate place
opposite still have some questions on it. to launch a bank. However, we have a strong desire to ensure

Mr CONDOUS: | refer to one of the largest assets thatthat the decision-making associated with the State Bank stays
is owned by the bank. Can the Treasurer please provide the South Australia. One of the more certain means of doing
details on the full impact on the former State Bank of the costhat is to float the bank, perhaps with some provisions
of building the Myer Centre? What is the expected time frameassociated with it. How we proceed with the sale will be
for the sale of the Myer Centre, and what level of interest hasubject to what we believe the market place is telling us. At
there been from potential buyers to this point? this stage the preferred option is to proceed in tandem with

The Hon. S.J. Baker: The Myer Centre has previously atrade sale and float to ensure that we maximise the potential
advised Parliament that the legal debt as at 1 August 1994 either option. Obviously, price is vital. Itis of significance
was $924 million, and that comprised interest suspended &b the taxpayer, but other considerations need to be brought
$259 million and write-offs of $384 million. That left a book to bear.
debt of $281 million and a current provisioning of  MrQUIRKE: Inwhat sort of time frame will this unfold?
$126 million, so the current written down carrying value of  The Hon. S.J. Baker:The time frame has been mentioned
the centre is $155 million. Members would note that thato the Parliament on a number of occasions. When we
$155 million has been further reduced by the cost of providreiterated our desire for a float, we said that the bank had to
ing different accommodation within that centre, which isdemonstrate its worth in the market place and provide the
being met, so the net value is $151 million. Then, turning tamarket place with some profit figures that it could look at,
the losses to date, we see that there is a current provisionir@galyse and reach a conclusion on as to its worth in a trading
of $126 million. sense as a private bank. The market has not had the benefit

On 30 June 1991 $210 million was written off; on 30 Juneof that to date. The first year’s trading results are due
1992 there was a provision of $129.5 million, and that wagprobably in August and will be finalised by the annual report
written off on 28 January 1993. It was necessary to bring thé perhaps October of next year. Unless circumstances
asset under single control, so there were write-offs associat@thange, our intention is that that would be the time frame in
with the pay-out of the syndicate of $44.5 million. That tookwhich the process for sale will get under way.
place on 6 July 1992, and interest of $259 million was Mr QUIRKE: The value of the bank that you anticipate
suspended. So, to date, $643 million of the $924 million hagetting in a float or trade sale has on a number of occasions
been brought to account, and there is current provisioning dieen mooted to be about $800 million or $1 000 million. Is
$126 million. If we add up the bits and pieces, we see that wéhat still the figure that you are playing with; if not, what
have not much left of our $924 million. figure are you playing with?

The Myer Centre is under active consideration. It has The Hon. S.J. Baker: | should like to disabuse the
improved its profit performance. We believe it will continue honourable member of that point. | do not know of anybody
to improve its profit performance and therefore become morevho has said that the bank is worth $800 million.
marketable. At 30 June 1993 netincome was $8.6 million. It Mr QUIRKE: The Premier did.
improved by 9 per cent as at 30 June 1994 to $9.4 million, so The Hon. S.J. Baker:There have been certain extractions
there was a 9 per cent increase in net income and there wascapital since the Premier, in opposition, made his statement
a 4 per cent increase in turnover from $156.3 million toabout the worth of the bank and the final form it would take.
$162.4 million over the same period. The number of peoplén opposition we had a certain amount of information
who visited the centre to the year ended 30 June 1993 wawailable to us. We received very good professional advice
13.11 million compared with 13.73 million to 30 June 1994.when we came to office on the size of the bank that we
That was an increase of 4.7 per cent. should have, and that was significantly smaller than the

Occupancy rates are improving as well. Retail occupanchionourable member or | would have envisaged when we first
stands at 86 per cent, whereas previously it was 81 per cemonsidered the bank. That changed the nature of the bank
Office accommodation now stands at 94 per cent whereasgnificantly with regard to what we perceived was an
previously it was 43 per cent. There has been a significar&ppropriate size without any professional advice to guide us.
improvement in performance and we will see that translated The value of the bank relates to its earning capacity. The
into dollars and cents during this financial year. The translahonourable member can probably form his own conclusion
tion of those trends into higher profit figures will dictate theon the multiplier factor. Depending on interest rates, it can
ultimate selling price of the centre. We are not in any hurryoscillate between 8 and 12. Those figures have been used:
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when interest rates go very high, the suggestion is that &vailable. Are they still in the occupancy of the original
could be as high as 8 and, when they go low, there is directors of Remm and their families?

suggestion that 12 is an appropriate factor. Someone has to The Hon. S.J. Baker:The answer to the second question
draw a conclusion on the underlying profit of the bank ands ‘No.’ The answer to the first question is ‘Yes, the tenancy
do their own multiplication. We believe that the bank is worthmix is important.” | know that overseas they spent a lot of
between $550 million at the bottom end and $750 million tatime working out how you actually get someone through the
$800 million at the top end. To get the $750 million to door and then how you get them up to the next floor and the
$800 million requires propitious circumstances. To get onlyfloor after that. Their attractions are structured accordingly.
$550 million at the bottom end requires certain markets tdf we look at the way in which stores traditionally operate in
regard banks in a leper capacity. Those are the ends of tifelelaide, we see they do the same thing. We know that
spectrum. | really think it will depend on what the markets arerefrigerators and floor coverings are always stuck upstairs
doing at the time. somewhere out of reach and some of the lower ticket items

Mr CONDOUS: Will the Treasurer advise the Committee are placed strategically. Your comments about the mix and
about the trading performance in general of the Myer Centrethe provision of a variety of shopping opportunities is
You mentioned the occupancy rates. | had a walk around theomething that will be addressed. You are quite right when—
centre during the lunch break. | understand that the perform- The Hon. FRANK BLEVINS: | thought you claimed full
ance of the Myer Centre is under the control of the Soutleredit for the Myer Centre. | remember all these press
Australian Asset Management Corporation. What steps haveleases—
been taken to improve the centre? When walking around the Mr CONDOUS: | was only advised by the Premier after
centre, | noticed that most of the vacant tenancies were on ttiee event happened.
upper floors, although there was a vacant tenancy only two The CHAIRMAN: Order! The member for Colton is
doors east of the Myer entrance on level three. What is beinguite out of order. The only witness before the Committee is
done to promote and get full occupancy in view of the recenthe honourable Treasurer. It is quite improper for questions
general community criticisms that have been levelled at thand badinage to be passing across the floor between mem-
fun palace at the top? bers.

The Hon. S.J. Baker:We believe there are some areas The Hon. S.J. Baker:Absolutely, Mr Chairman. | would
where the Myer Centre can improve its trade and the desirleave thought that the former Treasurer of this State would be
of people to participate in it, whether buying or riding. Our quite clear why the Myer Centre actually proceeded in the
professional advice suggests that probably four or five thingfirst place and why pressure was put on the State Bank to
need to be done. There is a suggestion that we must get thecept the liability that could—
tenancy mix right. The tenancy mix has been dictated really The Hon. FRANK BLEVINS interjecting:
by who has walked through the door to a certain extent, The Hon. S.J. Baker: The member for Colton had
although there has been an attempt at placement. We beliemething to do with the decisions, but | can say that the
that the dynamics of the centre can be improved, and wmember for Giles had a lot to do with the decisions. | would
understand the management of the centre will embark updmave thought—
that. Suggestions have been made—and there is good The Hon. FRANK BLEVINS interjecting:
economic sense in them—that the costs of running the Myer The Hon. S.J. Baker:He was a Minister of the Crown at
Centre can be reduced. We have been informed that thbe time and | would have thought that the former Minister
administration, maintenance and other costs associated withould keep his mouth shut when we spent $964 million for
the centre are too high and that there is an opportunity ta $155 million asset. | would have thought the last thing he
reduce them. would be doing would be reflecting on the member for Colton

Anyone who has been to Dazzeland would suggest theria his capacity as Lord Mayor at the time, welcoming another
is a level of noise that does aggravate certain patrons. It isddition to the shopping opportunities in Adelaide. He would
appropriate to have Dazzeland consolidated on the top flodnave had no idea whatsoever of the financial mess being
That will not therefore restrict people’s desire to go up tocreated by the former Minister and his Government.
floors higher than they are at the moment. We believe that the issue of Sunday trading is important,

There is the suggestion that the car park should be leaseahd it will obviously inject new lifeblood into that centre and
to an external operator rather than operated by the centre, amdo all the shopping areas of Adelaide, because we believe
that is being pursued, as is the leasing of vacant areas in tfitewill be—
retail section. As you can appreciate, Myer has a lot of space The Hon. FRANK BLEVINS interjecting:
which remains unused. Evidence from elsewhere suggests The Hon. S.J. Baker:No, he cannot, actually.
that this is useable space and should be taken up by stalls or Mr CONDOUS: As to your first comment ‘No.’ | would
some other attractions. These are the areas where we hgust like to correct you: | knew about the Myer Centre when
been advised that the Myer Centre can improve its performk-read it in the paper. As to the second—
ance and obviously its sale price in the process. The CHAIRMAN: However interesting this line of

Mr CONDOUS: As a supplementary question, | am glad conversation may be—
the Treasurer mentioned the right mix, because the second Mr CONDOUSinterjecting:
reason | went there was to buy a simple game of draughts for The CHAIRMAN: The honourable member will not
my daughter and could not buy it in the entire centre, whickspeak when the Chair is in control. The honourable member
is ludicrous. I would imagine that Sunday trading would givefor Giles, who has a very gentle voice, the interjections from
assistance to the filling of those tenancies because of thehich the Chair cannot pick up clearly, is obviously still out
vigorous nature which | expect Sunday trading to have on thef order in making any comment whatsoever. It is the Chair’s
city. | had enormous criticisms during my time as Lordimpression that the member for Colton’s question still
Mayor that the developers of the site actually kept in theemains unanswered despite the last 10 minutes flow. Is the
basement food section two of the best franchises that wermmember for Colton satisfied with the response which he
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obtained? | am not asking the honourable member to makeext year. That will take the level to above the 50 per cent
further comment: | am simply asking whether he is satisfieanark and we would like to further improve on that, but at

with the response. least we have a solid base from which to work and there is a
Mr CONDOUS: No, | am not satisfied. rental stream that will flow from that, although there have
The CHAIRMAN: Would the honourable member like been some rental holidays, as members will appreciate, which

to repeat his question. were signed by the previous Government and which we

Mr CONDOUS: | asked the Treasurer whether the ourselves in Government have had to look at. Specific
original directors of Remm were still tenants in two lucrativearrangements have been put in place to attract custom and
tenancies within the centre. He said ‘No.” What | would like tenancy to that building. Again, the market is telling us that
to know is: have they sold out, did they sell out for a lucrativethese sorts of attractions are no longer as compelling as they
capital appreciation, and was there any repayment back to ti@ve been previously, and so we expect some natural
State? tenancies to flow simply on market rents rather than special

The Hon. S.J. Baker:Sorry, with all the byplay going on, occupancy incentives.

I misinterpreted the question. | understood it to be whether Ms HURLEY: Is there no compulsion to sell the building
Remm was still involved in the management of the sectionwithin the life of SAAMC so that, if it is not sold within that
You are asking whether Remm or the directors of Remm hatime at a reasonable price or if the market is still rising, the
shops in the Myer Centre which they still held onto or hadpuilding will be transferred to another organisation?

sold. I do not have that detail at hand. | will check to see  The Hon. S.J. Baker:l intend to sell the property within
whether that information is readily available: if not, | will the next two years.

take it on notice. The answer is, ‘Yes, there were’, and the \1s HURLEY: Regardless of the price?

answer | gave to what | thought was the question originally The Hon. S.J. Baker:No one can foretell what the future

![Zr?zg::crig:tforr]Os,atlzeyTﬁr(.)esgcger?g\rI]V(.:i-ersh?k//e?rls-d Sp(;%v'?ehg\]/z"will hold, otherwise we would not have had 333 Cpllins
indication that they.received particularly beneficial.treatmen reet and the Myer Centre on our hands. We Ie_av_e 1tup to
for the sale of those shops. | have no information to han art|_cular people to adws_e us where the market Is, if itis on
which would make me think. otherwise erise and whether the riseis likely to continue and for how
Mr CONDOUS: | will put the questibn in writing !ong. | believe the economic recovery is indeed frag|le a_nd,
The Hon. S.J Iéaker'l am happy with that ) !f we suddenly havg the wages breakout or an |nflaylon
Pt : ’ increase, the optimism that is starting to translate into

e o e AN A MPTGVemerts n CBD prics in New Sotih Viles and
about 333 Collins Street. What is the ’proposal for tha articularly in Victoria, if the economic recovery continues
building? Is it to be sold and if not, what is happening there%t the same pace, prices will continue to move upvv_ards.
The Hon S Baker'Obvi’oust’vve will sell the building owever, if thg structural weaknesses of.o_ur national
| make quité cie.ar that.the South Australian Asset Manégegovgrnment’s finances do cause us some dlfflculty on the
) - Y ; ..~ 4nflation and wages front, then that escalation in values will
ment Corporation has a limited lifetime. Everything within

that portfolio will be quit or absorbed into another entity COT_E toa hlf ltt?rﬁlmatlcs ”tyt.h . ib d
within the next two or three years, and that is the clear '€ Markeielis us, buttnere are various Scribes and no-

direction of the Government. It has a particular lifetime. |fOne ever gets it right. We could have a strong economic
there are residual assets, and there are certainly sorfl owth pattern for the next two or three years under reason-

overseas borrowings that have to be managed beyond t le circumstances. On that basis, we should be in the

lifetime of that corporation, they will be managed in Some_marketplace then. As everyone here would recognise, we are

other form. The corporation will not exist perhaps past thd" @ cycle and itis not due to the good efforts of the Federal

next three years. There will not be a need for that corporatiof}?lovernment that the economic improvement has taken place.

to continue. Everything within that corporation will be wound "Ve @€ in the start of a strong cycle and the strength of that
out. The answer to the question is quite clearly ‘Yes. cycle is a product of the dramatic decline resulting from the
As to the question of timing, we have been monitoring thehigh interest rates that prevailed in the late 1980s. We are in

Melbourne markets. There has certainly been an improvemeﬁtcyde’ butthe qyc!e will last onlylfor a particular pgriod and
in tenancies in the building. The monitoring of the MelbourneV® have to get it right. | am saying to the Committee thz_at
people will advise me—not me advising them—on what is

markets shows significant improvement, particularly with he appropriate time to sell. | suspect, from the way the
respectto A grade properties. Again we would be looking a ederal Government is running its finances and budget, that

ossibly advancing the sale of that next year, for exampl . )
gepend)ilng again c?n what the marketplac)é is dictating tc? U r_mght be a good idea to sell sooner rather than later because
at the time this recovery may not be sustained.

We continue to monitor these things and, if we believe _The CHAIRMAN: As there are no further questions, we

there is an opportunity to create a lot of active interest—notVill now deal with SGIC as agreed between the parties.
just one buyer but much active interest, so that we can get a . .
competitive bidding environment—that is the appropriate Additional Departmental Advisers:
time to take it to the market. The signs are improving for ~Mr Chris Ewart, Parliamentary Liaison Officer, SGIC.
Melbourne and our information from Victoria is that prime ~ Mr Malcolm Jones, Managing Director, SGIC.
real estate such as 333 Collins Street is actually improving in  Mr Bruce Sheldrick, Secretary/Finance Manager, SGIC.
value and we expect it to continue to improve.
Ms HURLEY: What is the level of tenancy now? Mr QUIRKE: The total salary bill for executives has
The Hon. S.J. Baker: The current occupancy level is at increased from $1.2 million last year to $1.223 million this
35 per cent and that will increase to 56 per cent with theyear. When the Treasurer commented on this in December
occupancy of Coopers and Lybrand in about April to Jundast year he said:
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The days of the super salaries will no longer be tolerated. We The Hon. S.J. Baker: | would not be talking to the
have got to be hard-nosed about this. Committee in those terms at this stage.

Now we see that these salaries have increased. In view of the M QUIRKE: | have a supplementary question.
promises made to cut such salaries, why has the Treasurer not 1" CHAIRMAN: 1 can understand the Treasurer's reply
only tolerated these salaries but seems to have sanctionedderms of the commercial confidentiality involved; that was
further increase? all  assumed.

The Hon. S.J. Baker:I thank the honourable member for .hlﬂr:ngé?Kg:J I ggklc? rgcr)r\]/v t-Pr?; hheoﬁoﬂ?;rtnggnfgg}ber
his question, but | have not sanctioned anything. As to tOFa\}\/ouId clearly understand that if | canvass prices within this

remuneration paid in SGIC, at 30 June 1993 there were Ning ;1\ ittee that would limit our capacity to achieve the best

executives, and at 30 June 1994 there were nine; in subsidialiy 1o resylt for the taxpayers of South Australia. | am not
companies there were four executives in both time frame bout to canvass any likely return from SGIC, and | have
and that represented a reduction from 12 in SGIC originallynever done that ’

but | will have the situation checked out. The number of Mr QUIRKE: The sale of SGIC then, | presume, will go

executives was reduced. | remember the honourable memb(%Wn the same'road as the way in Whicl‘; the Goverﬁment has
discussing the number and remuneration level of executived;ealt with BankSA. The Treasurer was not as coy when he
in the Economic and Finance Committee when he Waplked about the envelope containing the sale price of

Chairman of that committee. The total remuneration paid haéankSA To refresh his memory, he told this Committee that

not kept pace with inflation: compare a salary bill of he envelo : :
. pe contained a price of somewhere between $550
$1 718 634 with $1 754 269 for the year ended 30 June 199400 an g at the top end, $750 million to $800 million. He

The salaries have fallen behind inflation. The average salar; ems to be much more coy about SGIC. Is the Treasurer

for both SGIC and subsidiary companies for the year ende repared to at least countenance the question in the same
ﬁ?,v\;ingllggiggﬁas $132 303; for the year ended 30 June 19 erms, because | would have thought that the State Bank had
. every bit as much commercial incompetence about it as
The average salary for the 1992-93 financial year foigg|C.
SGIC itself was $133 569, and $135 895 in this last financial The Hon. S.J. Baker:The honourable member makes a
year. SO, there has been very little movement in Salaries, Fumber of assumptions_ If 1 Said, ‘We believe it's worth
the honourable member can fully appreciate from the figuresomewhere between $120 million and $250 million net’, | am
just provided. There is also the full year effect of two items:not sure | have helped the Committee whatsoever. With the
the Chief Executive Officer’s salary was not fully taken into State Bank, or BankSA, | obviously canvassed that wide
account in the 1992-93 year because of the time of higeld, about which everybody knows and has done sums over
appointment, but it is included in the 1993-94 year; and ary |ong period. We have had a look at SGIC, but | have not
additional director has been appointed to Austrust to strengtitonsidered the matter in depth at this stage. | have been given
en the Austrust bo.ard. Basically, the numbers are very mucharticular advice on what might occur under particular
as they were previously. circumstances. We have a wide set of parameters and, if the
Mr QUIRKE: What is the Treasurer’'s estimate of the honourable member wants us to say that SGIC’s net worth is
amount of capital provisioning necessary to bring SGIC ontd®etween $120 million and $250 million, | am not telling
the market? anybody anything they might not already know.

The Hon. S.J. Baker:The honourable member makesan, Mr BUCKBY: As we know, SGIC is the third party
assumption about the process of sale and what will be sol#surer in South Australia. Can the Treasurer inform the
in relation to SGIC. If we wish to put SGIC on the market asCommittee how South Australian third party insurance
a company that will withstand the scrutiny of the I1SC, ourPremiums compare with those in other States?
advice is that we may need a capital input of perhaps $120 The Hon. S.J. Baker: The area of third party insurance
million. | am not firm on that figure because certain circum-nas been particularly well handled by SGIC over a period.
stances have changed in the past year, but I looked at throuth Australia still compares favoural_)Iy with other_ States.
prior to the last election and | do not think it has changed &S &t 30 June 1994 the average premium for CTP in South

great deal since that time. There may be better informatiofustralia was $201; New South Wales, $230; Victoria,
on what would be required. $280.50; and Western Australia, $242; Queensland and

. . Tasmania are significantly lower; Queensland, $166;
To place SGIC on the market would require—if we ar?%asmania, $158; Northern Territory, $185; and the ACT,

going to a float—the company to be capitalised. You cann 160. CTP costs in South Australia compare favourably with

;end a bankrupt company onto the marketun.dert.he PreVaifi,r interstate counterparts. Of course, there is a word of

ing rules. There are ways of handling that situation Whlcr& : '
I

would indicate that the degree of under-capitalisation shou arning: some States are lower than South Australia and we

oo ; L : . ; ust look at ways of ensuring that those rates remain low and
not present a difficulty, assuming sufficient financial backmgSee if we can provide a further competitive advantage.

was available for that process to occur. | have not gone intd Mr BUCKBY: What is SGIC’s policy for ensuring that

';,'% %r:r?lig de toarllhglcrinilr?T)tz;r?lgucl)rrev\?h(;?:\?gren:g bEgV{;]t;ega(;:tc stomer information remains confidential and is not given
! y out to market research agencies or the like?

am suggesting to the honourable member that the demand 0F The Hon. S.J. Baker:An issue was raised by the member

us 1o come up with a Igrge sum of money'in order.to markefor Hart, who unfortunately is not here today, and | took that
tsrglg Isarllgttrr]]chggﬁirrlgrrggjri. %; C&g?;fg%g);;f%\lgay atter quite serlously. A suggestion was made that SGIC had

certainly not be an issue een selling information from its customer base to other
) ) ) parties for various purposes. | have had an assurance from

Mr QUIRKE: What then is the estimate of SGIC's SG|C that it does not sell its information to anyone. The
worth? customer base is used only for market research purposes, to



14 September 1994 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 67

check on SGIC’s own customer satisfaction. Any competitivesite, has fallen through and SGIC will now not be repaid from
company works out its strengths and weaknesses, and SGthis source. In the absence of a firm contract of sale for the
imparts its customer details only for the purpose of getting &TSA property, or alternatively a strategy for the disposal of
survey firm to check on its performance, which is somethingther property assets, SGIC has advised the borrowers in
that | applaud. writing that, in the exercise of its right under the loan
A question was raised about a person who had approachegreement dated 31 October 1988, it proposes to instruct
the member for Hart, stating that, despite having an unlistedolicitors to serve a formal demand for the repayment of the
telephone number and receiving an assurance from SGIC thatitstanding principal and any other moneys payable under the
people would not telephone her on its behalf, she hatban agreement within 30 days. In the event that repayment
received a further phone call. SGIC did a substantial amouns not forthcoming in this period, SGIC will have no alterna-
of work on that complaint, and not only did it look at its own tive but to exercise its security. SGIC is confident that the
records but it also went to the records of the company whicimoney will be forthcoming, and that is the current situation.
is responsible for its market research. It found that the person Ms HURLEY: The notes on the SGIC financial state-
concerned had been taken off SGIC’s database and that heents show that, on paper, SGIC had a $1.9 million foreign
file had been flagged with ‘no mail’ so that the telephone angurrency loss in 1994 compared with a gain of $1.4 million
the mail system were deemed to be out of bounds. Also, alast year. What is the approximate value of SGIC’s total
approach was made to the market research company whidbreign currency transaction, and does SGIC hedge all its
was being used and which also went through its records arfdreign currency transactions?
confirmed that that name no longer existed on its files for The Hon. S.J. Baker: The answer to the honourable
survey purposes. member’s question about hedging is that all departments and
In an effort to overcome the apparent problem, SGICagencies are required as a matter of course to hedge and not
offered—despite its research—to put in a new telephone withllow themselves to be subjected to currency exposure. If any
anew unlisted number for the person concerned, but that watepartment deviates from that rule, they are in deep strife.
refused. She then contacted the member again stating that diie Jones can probably answer the question more readily than
had received another phone call. SGIC assures me—and tan.
know the effort it has already made on this matter, because Mr Jones: In SGIC's accounts, the run-off of our
| received a briefing note—that it could not have come fronoverseas inwards re-insurance book is denoted in foreign
the source to which this lady refers. SGIC does not sell itgurrency. In those provisions we probably have three
information—it keeps it strictly confidential. That informa- components: actual liabilities that have been notified; what
tion is used only for its own purposes, and it is a purpose We term an incurred but not reported factor; and an additional
applaud in terms of understanding its customer basdactor that we allow over and above that—it is just an
Therefore, the question of who made the telephone calls tadditional comfort margin to provide against an adverse
which this lady refers remains a mystery. movement that we do not expect. We have foreign currency
Mr BUCKBY: What is SGIC'’s policy on loans given to that matches the first two of those three items. The actual
directors of SGIC? What is the extent and the status of thedmbilities overseas are matched in foreign currency with what
loans? we call an IB&R factor. We then have an additional contin-
The Hon. S.J. Baker: The issue of loans to directors of gency factor which is not matched in overseas currency. As
SGIC has been a matter of some public comment over thihe liabilities vary, it will also vary, and that is why there are
past two years. Members would be well aware that the Chighinor movements in the foreign currency gains and losses
Executive Officer, Mr Malcolm Jones, in June 1991 obtainedaccounts.
a loan for $450 000, and that was in keeping with the policy Ms HURLEY: Itis my contention that that is scarcely a
of SGIC at the time for whichever employee sought a loanminor movement.
The ratio of the loan to the Valuer-General’s valuation at the  Mr Jones: In the context of the amount of the provisions,
time was 70 per cent, and the loan to purchase price ratio waghich are $40 to $50 million, it is only fairly small in the
87 per cent, so the loan was deemed to be commercial, amehole equation. The movement is in respect of the provision-
the details were provided at the time. That loan still exists anihg; it is not an actual loss of money.
is being paid off appropriately. Ms HURLEY: | now refer to property investments.
Another matter which has been the subject of publicAccording to the notes on page 31, there has been a substan-
comment relates to Mr Vin Kean, who is a director andtial increase in SGIC'’s current property portfolio. Property
shareholder. Mr Kean had interests in the following loans: théaoldings are shown to have increased from $1.335 million in
Marburg Lodge, comprising $400 000; and United Land-1993 to $13.4 million in 1994. What are the key factors in
holdings Pty Ltd of $2.946 million, making a total of $3.346 property investments that account for this substantial
million. In 1988, a loan of $20 million was provided to increase?
United Landholdings to finance the property developmentat The Hon. S.J. Baker:The member is quite correct; there
1 Anzac Highway. The loan has since been reduced to $2.94@s been an increase in the investment in this area, and that
million through the sale of 1 Anzac Highway to ETSA, with fluctuates according to the prevailing market. | will ask
a property swap for 220 Greenhill Road. To further raiseMr Jones to elaborate.
finance to reduce the loan, the floating and sale of United Mr Jones: | refer the member to page 23 and the notes on,
Motors took place as well as the sale of certain othefirst, investments and, secondly, properties. We value
properties. The interest on the residual loan is up to datgroperties on a rotational basis so that properties at independ-
there is a second mortgage over the ETSA property; SGI@nt value or directors’ valuation last year are not the same
holds a first mortgage over other properties; and there anggroperties as this year’s properties. We do them on a three
several guarantees of Mr W. Hayes and Mr Kean. year cycle. All properties are valued, but a different external
The sale of 220 Greenhill Road to the Gannon Groupyaluer comes in and values them every year. That denotes
which had proposed a major residential development on thathich properties are valued at external valuation and what the
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director’s value is. That is why the two numbers have shown The Hon. S.J. Baker: That is subject to a special note:
such dramatic movement. unlisted equities. We have controlled entities and unlisted

Ms HURLEY: | may be wrong, but | thought you were equities. On page 39 you can see the changes, and they are
referring to the line further down which has a director'sthe ones that are affected. If you compare the carrying
valuation and an independent valuation. | am referring t@mounts between 1993 and 1994 you can get some indication
current investments. of the movements. We have had Alliance International

Mr Jones: The answer | gave before is the correctreinsurance; Amdel, which is now sold; Angasi; Austereo,
interpretation: the values are not comparable, because th@here there was a write-down; Berrivale Orchards, which is
are not the same properties. Do you understand that? | mighb longer held; Macquarie Investments improved; and SBC
have five properties and, say, every year | do two of them, bubominguez Capital Partners Trust. They are all listed there.
last year two were valued independently—maybe one andt the top we have Healthscope Limited. Members of the
two would be in last year’s figures and three, four and fiveCommittee may well recall that we have sold our hospitals;
would be in the directors’ valuation. This year | may valuethey were sold to Healthscope. Part of the sale was in cash
four and five as being the independent value and one, two arhd part was held in equity interest, and that was the
three are the directors’ value. The two numbers are th&11.26 million in equity interest represented in those 1994
properties that were valued at directors’ valuation from one&arrying amounts.

year to the next, which are different properties. Ms HURLEY: Where was that $11.26 million?
Ms HURLEY: That is what you include under your  The Hon. S.J. Baker:You will find that on page 39.
consolidated accounts? Mr BASS: The member for Light referred to third party

Mr Jones: You need to add all the property values insurance. Looking at the life insurance fund of SGIC, will
together to compare the movements. They are all valued #te Treasurer provide details of the fund’s solvency?
current market values; it is just that some are valued by The Hon. S.J. Baker: Yes. In life insurance SGIC is
independent parties that we bring in and some are valued laoing well. In fact, it conforms with the national dictates. To
our own property people. Over a three year cycle, everpe more explicit, at 30 June 1994 SGIC'’s life fund exceeded
property is valued by an outside party. the required amount of solvency reserve as defined by the

Ms HURLEY: And what is presented in that line is the Insurance Superannuation Commission in ISC circular 273
outside valuation? by $27.6 million. The level of total reserves available to the

Mr Jones: Yes, and you also need to look at the propertylife fund was $65.592 million, while the amount of reserves
under the non-current figures as well. required by the ISC was $37.979 million. In the life fund

Ms HURLEY: Is that the same explanation as to whythere are more than adequate funds to meet the solvency
there is such a difference between the directors’ valuation angrovisions of the ISC. That matter was subject to consider-

the independent valuation? able debate when | was in opposition. We asked about the
Mr Jones: Correct. extent to which SGIC did not comply with the requirements
Ms HURLEY: So, they are different properties being of the ISC because it was a State Government-operated entity.

valued? As we can see from the figures, it now more than complies.

Mr Jones: Yes, and clearly properties will be sold from  Mr BASS: Why did SGIC sell its private hospitals to
one year. We have not acquired any properties, so thidealthscope Limited, and what was the outcome financially?
movement from last year to this year is purely properties The Hon. S.J. Baker: SGIC received an offer from
disposed of. So, there is a valuation movement plus a disposdlealthscope to sell its seven hospitals, six of which were in
movement. Adelaide and one in Darwin. The agreement was for

The Hon. S.J. Baker:| refer the honourable member to $60 million in cash and a $15 million equity interest in the
the current and non-current figures, and the propertiisted Healthscope Limited. Whilst the hospitals have been
directors’ valuation under the consolidated figures, becausesound investment for SGIC, producing returns of between
that combines the various components. If you add up all3 and 15 per cent, the magnitude of this unlisted investment
those, you will note $13.4 million, $127.6 million and in a highly specialised industry was not considered to be an
$53.3 million as at 30 June 1994. Compare that withappropriate risk profile to match the insurance liabilities at
$1.3 million plus $129.7 million plus $110.3 million, which source investment. The sale of SGIC hospitals resulted in a
presumably represents the sale of property in total. profit of $6.3 million and an improvement in the balance of

Mr Jones: Last year's figures indicate that you have SGIC's investment portfolio. On page 39 of the report, it will
$240 million worth of properties and this year we havebe noted that there has been some write-back of that holding
$190 million worth of properties. That $50 million is when as a result of share market movements, but it is still a healthy
we refer to the directors’ report—approximately $150 million position in terms of return to SGIC.
worth of property we have sold in the year—plus or minus The Hon. FRANK BLEVINS: | should like clarification
any movement in valuation of properties existing last year opn foreign currency cover. The Treasurer was very firm that
this year. not a dollar of exposure would be permitted. After the answer

The Hon. S.J. Baker:You will see that some changes in from Mr Jones—a somewhat complex answer off the top of
the composition are listed on the equities and Governmeritis head, and | am not suggesting he was attempting to
securities. The net addition to the total investments is someonfuse the Committee—will the Treasurer look at that
$82 million, but the component parts have changed, sanswer and get back to us on it; and is every dollar in SGIC
presumably property was sold and the funds were re-investembvered?
in securities, equities or some combination thereof, or The Hon. S.J. Baker:l accept the comment made by the
floating rate notes, for example. member for Giles. | understood the reply from the Chief

Ms HURLEY: What were the unlisted equities; what sort Executive Officer. We have a firm policy on overseas
of investment was that? What does that $10.6 milliontransactions which is required to be pursued. | will consult the
represent? Chief Executive Officer. It appeared that it was being
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observed, but in terms of the standards that we apply withiit will be an organisation strictly focusing its attention on the
the public sector, particularly in relation to State Governmentaising of money for Government needs at the cheapest price
transactions, there may be some slight variation with whicland the placing of surpluses that exist from time to time in the

I am happy to live. However, | will raise the question with the best possible position in the market.

Chief Executive Officer. SAFA achieved an operating surplus, before abnormal
The Hon. FRANK BLEVINS: But you were so emphatic items, of $246 million compared with $384 million in
that every dollar was covered. 1992-93. The decrease was in line with expectations and

The Hon. S.J. Baker:That is the instruction that has been largely influenced by the following factors, which must be
given and under which we operate. Treasury has a specibrne in mind when you look at the forward projections of
operation to ensure that that is accommodated. Given thehat SAFA was actually going to contribute to the budget.
answer, | do not think there is any difficulty in the way that Some of those items will come directly through Treasury
SGIC is operating, but | will take further advice on that point.rather than SAFA. First, in terms of the $246 million, there

Before we get to the SAFA line, Mr Chairman, there arehas been a change in SAFA's accounting policy. As indicated
certain items on which we do not need to come back to thin note 1 of the financial statements in SAFA's 1993-94
Committee. | will provide the information now rather than annual report (‘Statement of accounting policies’), a new
continue the paper war. In terms of the art collection of thepolicy was adopted in 1993-94 with respect to accounting for
State Bank of South Australia, a recent audit—the letter pains and losses resulting from debt management transac-
have is dated 30 June so the audit took place prior to that-tions. In 1992-93, accounting gains totalling $31 million were
showed 299 pieces with an estimated current value dhcluded as profit, whereas under the new accounting policy
$968 200. The collection was purchased over time at a cospproved by me, accounting gains for 1993-94 totalling $72
of $680 500. There are 23 pieces which cannot be accounteuillion have been deferred and will be brought to account
for. The purchase price of these pieces is $15 545, and thepgogressively over subsequent years.
are five pieces only valued in excess of or bought for more That is a very important issue. | know that certain
than $1 000. transactions took place under the previous Government where

With the formation of BankSA and SAAMC, it was gains were brought to account at the time and then pushed
decided that an appropriate division of this art collectionthrough the budget to prop it up at the time. | commented on
should be made. As a result, 82 works with an originatthat matter on a number of occasions. The former Treasurer
purchase price of $233 980 and an estimated current value would recognise that not only have we had more recent
$337 800 are to transfer to BankSA. The balance, comprisingdvice on this issue but even the Government Management
193 works at a cost of $431 000 and an estimated currefgoard report recognised that such gains should not be brought
value of $611 410, will remain with SAAMC. As the to account in the year that they occur but should be spread
purchases were expensed in the year of purchase for accouawer the years of conceivable benefit or the period to which
ing purposes, there are no accounting issues in the divisighe original transaction related. So, there has been a change.
of the collection of art works being vested in BankSA andThe Auditor-General has actually commented on that change
SAAMC. because, under certain accounting standards, you are required

Further, with regard to alcohol, all wine costing in excesd0 bring these to account immediately. However, we believe
of $15 per bottle was offered for public auction on anitis more appropriate budgeting practice to spread such gains
anonymous vendor basis. The auction, held on 8 July 1994yer the period of the particular instrument which has been
resulted in the sale of 1 858 bottles netting $34 895, aftedlisposed of.
commission. This amount is to be paid to SAAMC. There Secondly, it was influenced by the exclusion of a guaran-
were 434 bottles which did not reach reserve, and they werge fee from the common public sector interest rate (CPSIR).

to be resubmitted for auction. As foreshadowed in SAFAs 1992-93 annual report, in
1993-94 guarantee fees on borrowings by SAFAS clients
Additional Departmental Advisers: were, for the first time, not levied as a component of the
Mr P. Ploksts, Assistant General Manager, Funding anihterest charged by SAFA. These guarantee fees are now
Investment, SAFA. levied directly by the Treasurer and paid into Consolidated
Mr I. McGlenn, Chief Accountant. Account. The estimated effect of this change in 1993-94 is
Mr J. Wright, Director, Debt Management. a reduction in SAFA's operating surplus of $66 million.

Previously, again as the honourable member would

Mr QUIRKE: SAFA recorded a surplus of $426 million understand—and it was a practice | condemned at the time—
in 1993-94, and $345 million of this was paid into Consoli- there was a loading on the borrowing of those funds sufficient
dated Account. Budget forward estimates prepared bjo create a surplus. If an agency was operating in deficit, we
Treasury last year estimated that SAFAs surplus andvere simply capitalising the interest rates and in fact
contribution to the budget in future years would be approxiincreasing the debt. So, there has been a change in that policy
mately $403 million in 1994-95 and $408 million in 1995-96. as well.
The SAFA annual report states that the estimated operating Finally, it was influenced by a reduced contribution from
surplus for 1994-95 will be approximately $120 million and the South Australian Finance Trust (SAFT). In 1993-94,
not $403 million as previously estimated. Will the TreasurerSAFT also adopted a revised policy with respect to account-
outline all the factors which have resulted in the estimatedhg gains and losses, as discussed with SAFA in connection
reduction in SAFA's 1994-95 surplus from approximately with the matters mentioned previously. In 1992-93 account-
$400 million down to $120 million? ing gains in SAFT totalling $7.7 million were included in

The Hon. S.J. Baker: It is a very important question, profit. In 1993-94 accounting gains totalling $20.1 million in
because there has been a complete change in the role ®AFT have been deferred and will be brought to account
SAFA, as the honourable member would recognise. It will ngorogressively by SAFA over subsequent years. In addition,
longer be used as a cash cow and plaything of Governmerthe reduced contribution reflects the progressive wind-down
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of the reinvestment activities of SAFT. At 30 June 1993,a certain amount of capital and a certain level of borrowings,
SAFT had assets totalling $3 782 million, whereas at 31 Maygometimes it is cheaper to reduce the capital by paying off the
1994 total assets of $2 250 million were available for transfedebt than it is to retain the capital in the way it has operated
to SAFA. in the past. Those are significant issues for the Government
SAFT was set up for investment activities. No simpleto consider and they reflect in the figures just stated. Unfortu-
operation could be undertaken at the time, because of th@tely, there has been some capitalisation of debt in the past
rules that prevailed regarding the Federal Government. SAFAnd we do not want to see that continue.
was set up for the purpose of operating the Government’s Mr QUIRKE: SAFA’s retained surplus has increased
borrowing program, and a number of subsidiary companiefom $212 million in 1993 to $554 million in 1994 largely
were also set up for a particular purpose. SAFT happened tdue to the transfer of realised capital profits from the sale of
be one of those and that is one we are winding ourselves o#AGASCO shares. Theoretically, this amount could be paid
of. into the budget. What are the Government’s intentions
The abnormal items which affected the surplus availableegarding SAFAs retained surplus?
for distribution in 1993-94 included a contribution fromthe ~ The Hon. S.J. Baker:| have not spent any time looking
Electricity Trust of South Australia. In 1993-94, | determinedat that matter. | refer to my previous statement. The Audit
that the contribution from ETSA on the non-repayable capitaCommission recommended, for example, that we reduce our
held by SAFA would equate to interest at the CPSIR plusoldings or surpluses to about $150 million in assets. That
$100 million. Further, it included the sale of SAGASCO was one of the recommendations, but it would cause the
shares. As aresult of selling its total holding of 112.2 millionoverseas markets to go into a wholesale flutter and question
SAGASCO Holdings Limited shares, SAFA generated avhether we were managing our assets particularly wisely
profit on sale of $80 million. because at least we have a significant amount of money tied
The amount available for distribution has obviouslyup in the asset base of SAFA. That is a consideration, but
increased, and the operating surplus, after abnormal items,@bviously what we do with our retained surpluses and with
$426 million; the retained surplus from the beginning of theSAFA's asset base will be the subject of discussion over the
financial year is $233 million; and the transfer from the assetext few months, because we have to prepare and make
revaluation reserve of realised capital profits on the dispos&hanges in this area.
of non-current assets, such as SAGASCO, is $257 million. The Audit Commission requires a response to that issue,
So, there has been a significant improvement in thosbut | have not looked at it in depth at this stage. Obviously,
reserves. That adds up to $916 million. Our expectation of th& would be totally inappropriate to bring any capital gains of
operating surplus for 1994-95 is $120 million. The reducedan abnormal nature to account in the budget and provide us
estimate surplus reflects in large part the reduction in thaith a short term boost for a reason that is not sustainable in
Government’s capital contribution from $1 864 million to the longer term. As to gains made on the sale of SAGASCO
$1 143 million in June 1994. That is a significant factor in theshares or any asset, | have made my views clear. The bringing
generation of the operating surplus of SAFA's capital baseto account of those gains should not influence the amount of
which has been used to fund loans to semi-governmemhoney made available in the budget. We have talked
authorities or investments in secure assets. continuously about the underlying deficit and the need to
In addition, the reduced operating surplus reflects the rurreduce the underlying deficit. Our question is how much
down in reinvestment activities previously undertaken inmoney is needed to be retained in SAFA and how much we
SAFT. The estimate is subject to some degree of uncertaintyeed to take off the bottom line and reduce our exposure.
and that relates to the possible further reduction of SAFA's As to debt, that is not affected because of the nature of the
capital. These will feed back into the budget in ways differentassets you are holding and, for ABS, Federal Government and
from those in the past, so you cannot compare the $126ur own accounting purposes, SAFA’s financial assets are
million with the $420 million forecast, simply because we arecounted in the equation now so that, if we ran down our
changing the whole structure of SAFA. | cannot tell what theassets, it would not affect our debt. It would possibly affect
exact equivalent is, because a lot of these reflect accountiranly the amount of interest we pay.
changes that have taken place. Perhaps the Under TreasurefMr BUCKBY: The Audit Commission made a number
can give some idea of the equivalence under the newfrecommendations about the structure and role of SAFA.
procedures being adopted. Many of those recommendations emphasised the need for
Mr Boxall: 1 will take that question on notice. SAFA to concentrate more on its borrowing and debt
The Hon. S.J. Baker: We can give the honourable management functions: has SAFA taken any additional
member a figure. We can probably divide it into those thafctions to consolidate its operations?
relate to policy decisions and those that are accounting The Hon. S.J. Baker:Yes. We made it clear, it was clear
changes. | will provide that advice. before the commission produced its recommendations and it
Mr QUIRKE: Where do we go from here? We under- was reinforced by the commission, for SAFA to focus on its
stand what has happened in terms of restructuring and hoeore activities. SAFA has been used and abused by the
the amount of surplus has been drastically reduced, but wh&overnment in the past for a variety of reasons. We have seen
are the estimates for 1995-96, 1996-97 and 1997-98? Figuresnumber of assets absorbed within SAFA. Those matters
in the last budget indicated what the estimated surplus wouldlere questioned at the time and those questions have since
be. What figures are we dealing with for the next thregoroved to us concerning certain policies pursued that some
financial years? of the excesses or practices were possible because of the way
The Hon. S.J. Baker:We have placed $120 million into the former Government used SAFA as a device to assist it in
the forward estimates for the forthcoming financial year andyetting over political problems.
the full year effect of our policy changes will mean there will  Of course, SAFA is a very sound organisation which has
be a flow of $60 million in the out years. To a certain degreea strong market reputation both interstate and overseas. It is
that reflects the changes in policy. | point out that, if you haveemarkable for a State of this size to have a funding organisa-



14 September 1994 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 71

tion like SAFA that is so highly regarded in the marketplaceadvantage of this rule to pursue cost effective borrowings
both domestically and internationally. That was another goodverseas. SAFA has maintained a consistent policy of
reason to focus even more on its market activities and takavoiding foreign exchange exposure on its offshore borrow-
SAFA out of all those other areas from which the Govern-ings, therefore SAFA has been able to benefit from borrowing
ment was using it for its own purposes. We have reducedverseas at below domestic costs while not subjecting itself
SAFA's assets and, consistent with our desire to concentrate the volatility of the foreign exchange markets.

on its core fUnCtionS, we have transferred the equity of the Genera"y’ SAFA avoids foreign exchange exposure on the
State Bank to the Government. That was transferred tmnding it raises offshore by either swapping its foreign
SAAMC. There has then been a cross transfer back and soregchange liabilities back to Australian dollars at the time of
equity payment into BankSA, plus some retention withinraising the funds with high credit status counterparts (A rated
SAAMC, to which | referred earlier. There has been disposahgencies such as banks), or issuing A denominated securities
of various other equity holdings, including interests in ETSA,in offshore markets. SAFA's name is well received in many
and we are now talking about a return on assets from ETSgffshore markets, supported by the State’s strong AA credit
rather than an equity holding that then gets a return t@ating. It has been able to take advantage of this investor
Government. demand to lock in substantial savings to domestic borrowing
As the former Treasurer would understand, that equityosts. As financial markets become increasingly globalised,
holding was $110 million and we were getting back $100it is crucial that SAFA pursues strategies to ensure South
million a year under this arrangement. However, it is notaystralia has access to all relevant cost effective markets.

appropriate for SAFA to continue to hold these interests. - gapa has increasingly sought to establish relationships
Enterprise Investments is now for sale. We have removeand encourage transactions with a wider number of interna-
most of the property holdings from the balance sheet anl, 5| financial intermediaries, which gives wider access to
transferred them to the respon§|ble parts of the p.Ub“C SECl9he markets and expands on our possibilities for financing.

We have continued to wind back on reinvestmenigapa has undertaken offshore borrowings over 1993-94 in
activities over 1993-94, and reduced to a small rump ouf ,mper of currencies and markets, and SAFA' visits to
holdings of foreign currency assets. In all, there has beengq national markets and financial intermediaries during the
$721 million reduction in SAFA's capital base, and that too ear are consistent with this strategy. We would like to put
place as reported. So, there has been a significant decreasg iy hand and say that we did a particularly good job in our
SAFAS asset base. Looking forward to this year, furthef o into the South-East Asian financial community during

consolidation is propc_;sgd, and we will be Wi.nding down a”1993-94, commencing with an innovative Euro/Australian
or most non-core activities. We will be closing off various y.1ar bond issue in January 1994.

affiliated companies. We will also consider further reduction . .
in capital. If anybody reads the SAFA report and looks It sought to mqorporateaS_outh_-EastAsmn management
group to ensure its investors in this region receive the high

h h all th idi i i [ . : s
through all the subsidiary companies, they wil recognise tha]evel of services enjoyed by traditional European supporters

the only thing they do is confuse people. ) X
Some previous reports have not provided information orP S’.A(‘jFAS Eurod bonds. Nog Onlﬁ]’ do 3\éersearl]s bdqrrow_mgsf
the operations of subsidiary companies. The report quite oft ro:j/! e cost a vant_?gl;els u[; they a tr? tse |}/efr3|té/. 0
details only the operations of SAFA itself. It is a bit like the unding sources available to bot satisfy the State’s unading
eds and to manage the interest rates exposures on its overall

off balance sheet companies. In more recent years so bt portfolio. Th ior b ing inst "
information was provided on the subsidiary companies whicl{'€0t POrtiolio. The major borrowing Instruments we use are
s follows: the public Euro issues; the Samurai issues in the

was helpful in understanding the various roles played by th apanese domestic bond market: SAFAs multi-option, muli-

subsidiary companies established at the time. We will b - h
enhancing SAFA's debt management and performanc%urrency _debt instrument program; and the United States
ipmmercial paper program.

measurement functions through a Treasury manageme
system. Because of SAFA's strong position and acceptance within
We need to continually improve. Financial markets changéhe marketplace, we believe that we are making significant
dramatically overnight. It is like technology: it changes, andsavings. During 1993-94 we believe we have saved in the
therefore as a State Government and as an organisation SAR&der of $18 million in present value terms. The primary
needs to keep up with the market- place, not only in terms ofource of savings is the longer dated offshore borrowings,
its products and what it is offering in the marketplace but alsgvhere the differential between SAFAs borrowing cost
the systems which tell us how to manage our assets. In terng§mestically and offshore is greatest, and these cost savings
of the Commission of Audit recommendations covering theare generated because overseas investors are prepared to pay
structure of SAFA's board and management, we will not bed higher premium for SAFA's good name and strong credit
proceeding with the recommendation that SAFA be arfat”']g. . The Euro/Australian dollar bond issue was an
independent organisation. exceptionally good movement into the market, because the
MrBUCKBY: | am aware that SAFA conducted a policy cost of funds was more than competitive with what we would
of significant borrowings from overseas in the past. Can th&ave achieved domestically. In fact, we even got below bond
Treasurer inform the Committee why SAFA borrows from On that issue.
overseas sources? Ms HURLEY: The Treasurer's last answer is very
The Hon. S.J. Baker:For many years the Loan Council interesting because | understand that at previous Estimates
rules have permitted the States to borrow overseas to hefpommittees he has been highly critical of SAFA's overseas
satisfy their financing needs. Previously that has been throudiorrowing. Why has he had a change of heart on this matter?
an instrument such as SAFA rather than through the auspicdfe Treasurer mentioned the Euro/Australian dollar bond
of Treasury. Since June 1992 the Loan Council has permitteédsue and called it ‘innovative’, which in the early 1990s was
the States to borrow up to 100 per cent of their programshorthand for risky. The Treasurer talked about longer dated
offshore and, like its interstate counterparts, SAFA has takeoffshore borrowings creating savings. Is it a change in
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SAFA's operation or a change in overseas markets that hdBought that the quality of staff rather than the number of staff
caused this conversion to the benefits of offshore borrowingi® the issue.

The Hon. S.J. Baker:The honourable member needsto  Obviously we are looking for a director of SAFA, but we
go back to thedansard which clearly show that | criticised are satisfied with the quality of staff, and in fact some of the
playing the money markets with the excess liquidity thatstaff employed by SAFA are the best in Australia, as the
existed within SAFA. former Treasurer would clearly understand. We have some

The Hon. FRANK BLEVINS interjecting: excellent performers within SAFA who have a knowledge of

The Hon. S.J. Baker: Exactly right. The member for the market which is superior to that of most similar organisa-
Giles has been of great assistance to the honourable membiems. So, the issue of numbers is not particularly important:
in preparing this question. | think that the member needs t@ is a matter of the quality of the expertise, and we do not
go back through the records, because my concern related bave any difficulty in that regard.
money market activities which were not directly related to Mr CONDOUS: What has been SAFA' role in providing
our borrowing needs, and that was made explicit at the timdunding for the South Australian Asset Management
It took a hell of a long time to get information on what was Corporation?
required for our domestic needs and how much excess money The Hon. S.J. Baker:The short answer is that it has had
was put under the heading of ‘liquidity’. | am pleased to sayto provide funding for the SAAMC. SAFA assumed addition-
that the money under the ‘liquidity” heading has been reducedl funding responsibilities as part of the corporatisation of the
significantly because we are playing the money markets witltate Bank of South Australia. In particular, SAFA is funding
the sort of sums we are now talking about. the SAAMC, both for the SAAMC'S own purposes and to

The question of whether | was critical of the Governmentenable it to provide a funding facility to BankSA. The
or of SAFA has nothing to do with it; | was critical of the funding comes through SAAMC into BankSA, and it is
Government on occasions because it was SAFA's controllingrithdrawn as BankSA finds its own borrowings.
entity, it was directly under the control of the Treasurer, and SAFAs funding facility to SAAMC is in three parts: a
we were never able to get any information on any aspect derm funding facility up to $2.5 billion with an intended
SAFA’s trading. | am more than pleased to say that now weermination date of 30 June 1998; a stand-by facility of $500
are winding back all these subsidiary companies and we amaillion, which expires on 30 June 1997; and a bridging
making it plain exactly what dealings are taking place. Thdacility of $75 million, which has been designed by SAFA
concerns that | had are now being met by us being far morspecifically to enable SAAMC to deal with any temporary
open about what we are doing with SAFA. That situation didiquidity shortfall arising from the redemption of a term
not prevail under the previous Government. The member foiunding tranche. In anticipation of SAAMC'’s requirements,
Giles would well remember the difficulty | had getting any SAFA raised $2.4 billion of funding in the second half of
sensible information out of him; and, before that, underl993-94. Fortunately our timing on most of that was particu-
former Premier Bannon, the situation was far worse. We arkarly good, because we timed it earlier to give us some space.
getting improved information. | am closer to the scene thatMembers would recognise that the money markets were
| was previously, and | can— particularly volatile towards the end of that financial year, so

The Hon. FRANK BLEVINS: Can you understand it? we did particularly well through SAFA's money raising

The Hon. S.J. Baker:l am not sure that the member for efforts in the international market.

Giles understood it and, quite frankly, | am not going to claim  SAFA's loans to SAAMC are expected to peak at around
that | completely understand it. Ministers can only rely on$2.5 billion this financial year, and thereafter the SAAMC'’s
information and ensure that some fail-safe checks andeeds are likely to taper off sharply as SAAMC progressively
balances are put in the system. The Government has chang&dnds down its asset holdings and as BankSA becomes self-
SAFAs profile is different, and it is quite clear that it is no funding. So, essentially it is a temporary financing facility.
longer going to be used as a plaything of Government. | d®f course, most of the overseas loans were tied into certain
not have those concerns any more because | am in control State guarantees that have to remain in place, so we could not
the system, and that makes me very comfortable. leave those funding arrangements in BankSA.

The Hon. FRANK BLEVINS interjecting. Mr CONDOUS: Has any improvement in SAFAS

The Hon. S.J. Baker:The member for Giles is selectively borrowing costs occurred since the Liberal Government took
quoting. I knew what the member for Giles was doing, excepbffice? How important is it that South Australia regains its
he never produced the information. triple-A credit rating?

The CHAIRMAN: The Chair gets the impression thatthe  The Hon. S.J. Baker:Obviously we are pleased that there
member for Giles is manufacturing the bullets and seekin@pas been a recognition in the marketplace that the State
to answer the questions. Government is dedicated to reducing its exposures, particular-

Ms HURLEY: Despite the Treasurer talking about ly in relation to debt and interest rates. The Government was
officers in SAFA playing around, | think they have a very more than gratified to see that South Australia’s negative
good record of financial management. However, as a resutiutiook, which was placed on it by Standard and Poor’s, was
of TSPs SAFA recently lost about half a dozen specialisactually taken away as a result of its financial statement, from
staff. What is the impact of those staff losses? which the market could clearly see that this Government is

The Hon. S.J. Baker:Obviously changes have occurred serious about reducing debt.
throughout the State Government, and SAFA and Treasury This is quite a complex issue, and the Government has
are no different to any other agency. All agencies have beefiound that South Australia’s current long-term borrowing
required to meet their savings tasks, and that has been dooests have improved relative to those of the Commonwealth,
in Treasury and elsewhere. The issue of whether SAFAlew South Wales, Queensland and Tasmania. Those costs
should have been left with the same complement of staff waare unchanged relative to Western Australia, and have
addressed, and we have had a very satisfactory outcom&idened in relation to Victoria after South Australia made
Obviously the role of SAFA has changed, and | would havesome gains during the year. So, South Australia’s position has
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improved except when compared to the situation in Victoriathe records that $245 million of investments do not meet the
where the markets seem to have recognised the change in@srrent credit guidelines as compared with some $50 million
financial circumstances more strongly than one would haviast year. What is SAFA doing about that, and where is it
expected. going?

SAFA's margins improved after the State election as the The Hon. S.J. Baker:ltis a neat twist to say that BankSA
market saw the Government focusing on improving thedoes not meet SAFA's credit guidelines. To a certain degree
State’s finances and credit rating outlook. The improvementthe honourable member is right, because we are demanding
were largely reversed as part of a general weakening in thaf SAFA that it only lend to instrumentalities with A ratings.
non-triple-A semi-Government margins due to the volatilel think the Government is aiming for double A or triple A. It
financial market conditions which emerged in February ands correct that the Government has some very strict guide-
which persisted through to July. There was a period ofines, just as it has strict guidelines on currency hedgings of
volatility where only triple A, for example, was not affected overseas borrowings. If we lend money, we want it to go to
by those movements. an organisation that has the capacity to pay. The minimum

Everyone who did not have a triple A rating was affectedrating is single A, and the current rating for BankSA does not
at the time, including the States | have previously mentionedjecessarily directly conform to that, but the SAAMC rating
or those that did not have a triple A rating. With somedoes, because it is owned by the Treasurer.
stability now returning to the bond markets, SAFAs margin  Mr QUIRKE: When will the new General Manager of
to higher rated States and the Commonwealth has narrow&AFA be appointed? As | understand it, Dr Bethune was the
so that we are not paying the same penalties as we previoughgrmanent head until May this year and he has now gone to
experienced. As financial markets stabilise and come tbead the task force on the corporatisation of the State Bank.
appreciate the improvements in the prospects for SoutAs | also understand it, Dr Bethune resigned from SAFA in
Australia’s financial position, it is expected there will be May: it was not a temporary transfer.
further contractions in SAFA's margins. The Hon. S.J. Baker: The Under Treasurer has that

Specifically, there are some interesting aspects of this. Thémetable in hand. | also understand that he has an answer to
Commonwealth is rated triple A; New South Wales andone of the previous questions concerning the $400 million.
Queensland are rated triple A; Western Australia is AA plus; Mr Boxall: With respect to the General Manager, itis true
Victoria and South Australia are AA; and Tasmania is AAthat Dr Bethune resigned in May. We conducted a series of
minus. So South Australia is rated equally with Victoria. Thatinterviews in July and we will conduct more interviews in
affects the range at which we take a hit on the domestiearly October, so hopefully an appointment will be imminent,
markets in terms of our borrowings. There seems to be possibly around November.
greater propensity on international markets to treat Australia | now turn to the previous question concerning the
as awhole, and we pay a greater penalty on domestic markedéfference between $400 million in forward estimates and
for borrowings than we pay on international markets. Tha$120 million. It comprises three main items. The firstitem is
was a matter previously referenced. It is a very strangéhat there will no longer be an ETSA dividend of
mentality that operates in the domestic market in Australia$100 million, because that will go directly to the Consolidat-

Prior to mid 1990, when Victoria lost its triple A status ed Account. Secondly, the SAGASCO profit of $80 million
and Tasmania was rated for the first time at less than doubten that sale will not recur. Thirdly, because of the capital
A, domestic investors essentially took it as given that alireduction that the Government is undertaking, there will be
Australian semi-government insurers were of equal credifewer dividends—approximately $100 million. | stress, as the
status. Up to that time, we were all in the same market placdreasurer said, that the capital reduction means a lower
Consequently, the pricing of semi-government securities werdividend, but it has no impact on the State’s finances because
determined in large part by their perceived liquidity—the easdasically it is a net concept.
with which the securities could be traded in the secondary The Hon. FRANK BLEVINS: What will the salary for
market for interest rate exposures and management purpostiee new head of SAFA be—everything in the package?
This led—and it is somewhat ironic—to issuers with a high  The Hon. S.J. Baker:I think that is entirely premature.
level of debt and thus deeper and more liquid lines of The Hon. FRANK BLEVINS: The Treasurer must have
securities achieving better pricing than that achieved bgome idea. Will it be $100 000, $150 000 or $200 0007
smaller borrowers. The bigger the debt you had and the The Hon. S.J. Baker:| think that the honourable member
greater the liquidity component of that debt, the mores being premature.
comfortable the market seemed to be. So we saw the situation The Hon. FRANK BLEVINS: The Treasurer must have
with Victoria. some idea. It is a reasonable question.

As a smaller borrower, SAFA cannot and does not expect The Hon. S.J. Baker:Frankly, | find the question quite
to be able to match the volume of borrowings from theout of court.

Commonwealth, New South Wales, Victoria and Queensland Mr BASS interjecting:

to generate additional liquidity and hence finer pricing. Itis  The Hon. S.J. Baker:The member for Florey has actually
necessary for SAFA to introduce innovations, such as thgotitin one. If you have someone of absolutely outstanding
dealer panel concept which happened in 1987, in order ttalent, there should be capacity to pay more. If someone of
improve its relative pricing. That explains that the market isvery good operational capacity comes along, the Government
avery strange place and it places different values dependinill obviously look at the existing—

on the prevailing circumstances. The cost of borrowings can The Hon. FRANK BLEVINS: It was quite a legitimate

be quite significant on the domestic market and there is faguestion, particularly given the Treasurer’s interest in this
greater stability, at least currently, on the internationakrea. Up to about nine months ago, every salary in the public
market. sector over $100 000 was an absolute outrage and disgrace,

Mr QUIRKE: Isitthe case that BankSA would not meet and people were virtually thieving from the public purse. The
SAFA's own credit guidelines at this stage? It appears fronsalaries being paid by this Government, as opposed to the
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former Government, are absolutely outrageous. The Opposi- Additional Departmental Adviser:

tion will do all those Comparisons for the Committee. If the Mr Deane Prior, Director’ Superannuation’ South
Committee thinks that questions are not legitimate, it shoulthystralian Superannuation Fund Investment Trust.

wait until it sees what these characters, who are known

throughout the Commonwealth as second-raters and who are 4, QUIRKE: The issue of superannuation is something

coming over here on a gravy train, are paid. _that the Opposition is very keen to pursue, even though as |
The CHAIRMAN: The honourable member is not asking nderstand it at this stage the Government's Bills are still in
a question; he is making a statement. tatters before the parliamentary process. | raise my first

The Hon. S.J. Baker:Mr Chairman, there is an implied 4 estion with respect to the new Triple S scheme. If this
question there and | will make two comments. Outrageougcheme becomes the norm in South Australia—if this is what
salaries were paid: they paid Marcus Clark $500 000 fofre Government employees will receive—my understand-
tearing this State apart and destroying its finances. | founghq of it s that the disability cover or benefit provision in that
that outrageous. | will continue to find that outrageous, an@cheme ceases at the age of 55 years and the death cover
I will go through a number of other examples associated Withhanefit ceases at the age of 60, so that if someone is em-
SGIC and other instrumentalities that the Government raNployed at the age of 61 that person will be paying in an

The Hon. FRANK BLEVINS interjecting: amount of money from which he or she will no longer have

The Hon. S.J. Baker: Well, the honourable member any disability benefit or any death cover.

(r)]ughttotg);lo backkt)hrougHansardand check. |Ob|ViOUS|3/’ ti;]e The Hon. S.J. Baker: The honourable member has
onourable member's memory is not particularly good. | have ; NS : . ; :
cheys manained th necesty o et good aualty peop LTI 1 PO, b o o e e
itis imperative for State Government. Having looked at someeuation benefits will provide for gu or vour soouse if tF;]e

of the line-up that the previous Treasury endorsed and thguat in th P t of yd th y d ph ther th tY
salaries that were paid, including Marcus Clark at $500 oogUrvive you in the event of your death, and wnether that IS
atime, 1 found them outrageous, and | think every membejccognised as being an appropriate pay-out under the

of the Committee would. In terms of where we are going withc/rcumstances. I will call on Mr Deane Prior, who is respon-
the appointment to SAFA, | simply do not know, and | do notS|ble for South Australian Government superannuation, who

believe that the Under Treasurer knows at this stage Whethg%sost?:sn;t?ree;ﬁgﬁggﬁiaar?n%fumts (\)A]ﬁokrrlﬂ)r\llagge ': TIS 2[)%? dan(c)i
it will be a standard public sector type arrangement o ge. 9

whether some other allowance has to be made. | simpl rough Fhe ISsues yqu have raised. ) )
cannot tell the Committee that, but | am sure the honourable Mr Prior: The design of the proposed Triple S scheme is
member would appreciate that, if it is possible to get thesuch that there is an actuarially determined cost to buy that
quality of expertise that we need in this vital area within thedeath and disability insurance. To keep that cost down as low
existing guidelines, we will move heaven and earth to do sc@S Possible, the costs are spread over the person’s working

If it is not, the honourable member will be one of the first tolife. Therefore, those costs continue to be paid as long as the
hear about it. person is employed. That aspect of the scheme has been

The Hon. FRANK BLEVINS: Apparently some discussed withthe unions. That provision and that concept—
interviews for this position have already been conducted. hat design—exists in the existing schemes. It certainly exists
think some were conducted in July. in the schemes that are temporarily closed at the moment. The

The CHAIRMAN: | remind members that questions are unions are well aware that, if they do not want to pay for that
addressed to the Treasurer through the Chair. If the Treasuré@surance once a person reaches 60 years of age and they
chooses to ask any other person to respond he will do so. Work on past 60, they will have to be paying a higher cost

The Hon. FRANK BLEVINS: Thatis what|am doing. before the age of 60. They cannot have it both ways; either
| have not said anything to the contrary. they spread the costs over their total working life or they pay

The CHAIRMAN: Dr Boxall was ready to reply on 0 asetdate orage, inwhich case they will be paying a higher
behalf of the Treasurer. | am just pointing out that it is theCOSt.

Treasurer's imperative to ask. The Hon. S.J. Baker: There is provision for additional

The Hon. FRANK BLEVINS: Apparently, accordingto cover, should the member so elect.

the response that has been given, some interviews for this \r QUIRKE: The Opposition is rather interested in what
position have already taken place. | want to know whethegj| be the Government or employer contribution into this
there has been any discussion of salary packages at thoggheme. It is based on the rate next year at the date of
interviews and, if the answer to that is “Yes’, | would like commencement, should the legislation be successful, of 6 per
some detail of those salary packages. , cent, the same as applies to the SGC, and will rise in
The Hon. S.J. Baker: The answer is that it was the jncrements until it is 9 per cent. What is the reserve position
standard package. The offer was made and it was declineghouid for some reason a Government of the persuasion of
That was all that took place at that time. It was a standarghe Minister terminate that SGC at whatever point or even
package; the EL3 was the current position. They are the onlpeal the whole legislation? Where are we going with
discussions that have taken place to date. The formef,perannuation in that eventuality? It will not reach 9 per cent
Treasurer can rely on the fact that | said that we will bentil the year 2002?
making every endeavour to ensure that the existing arrange- . .
ment prevails. However, let us be assured that, if it means th ;—Shee?tgr\llﬁgh gf‘ekier:{ngtaftcﬁ gﬁg%;ﬂfgﬁ/eeasﬁggza s
difference between our having the best operator and someoRe2SP P :

who can basically just manage the job, we will have to”:g'gainzﬁtgcmggfﬂsér_eﬂ\?v; VCC?S% \r’]v; r?gcnegsgﬁres:”j]e
consider the position seriously, because it is a very specia?— . . y say
ised position, as the honourable member would understand. The Hon. FRANK BLEVINS interjecting:

We will take the honourable member's comments on board. The Hon. S.J. Baker:Would you be quiet?
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The CHAIRMAN: The member for Giles is quite out of exercise, so we had a scheme which paid benefits far greater
order. He has been close to being cautioned on several a relative subsidy sense. The Audit Commission addressed
occasions. The Chair has been very tolerant. that issue and there was a recommendation affecting some

The Hon. S.J. Baker:| understand that there are some component part involving those who were in the superannua-
legal difficulties with scrapping the scheme because a liabilition scheme. As | said to the member for Playford previously,
has already been created by the previous legislation. Thfat is being and will be addressed in the time frame that we
advice that | have received is that, if there is a change dfiave set.

Government or a change of mind by the present Government Mr QUIRKE: | understand that the SSS scheme will
on the superannuation guarantee, it would be more or less @pply to all public servants, police officers, or whatever
holding the system where it is rather than going back in timegroup, across the entire Government sector should it be
Our legislation ties itself into those provisions. That meansuccessful in the parliamentary process. | also understand that
that if we stopped at 6 7 8 or 9 per cent, which is not ant is voluntary for all except police officers. Are you propos-
issue, our scheme would do likewise. There is an assumptidng any other scheme as an incentive for certain high fliers
about the continuation of the superannuation guarantee, améhom you may wish to employ in various sectors of the
that issue has been raised in discussions with us. We have hBdblic Service; are you using that as part of negotiations for
a number of discussions about that issue. retaining certain personnel in particular areas; and are you

Mr QUIRKE: Effectively you are saying that this scheme going to bring about a situation where future Government
may be frozen at the minimum benefit, which is determine@mployees in whatever area will have a different scheme
in Canberra. Is that what you will take your lead from?  from the SSS scheme which will be used as part of a bonus

The Hon. S.J. Baker: That is quite clear in the legisla- incentive to employ a particular person?
tion. | do not know that you are saying anything different The Hon. S.J. Baker:It is not a matter to which | have
from the debate that we have had in Parliament on this issupaid attention to date. | will refer this matter to Mr Prior, but
The Committee should be clear that the issues were debatédnderstand there is a provision, which has always existed
in our first foray into closing off the scheme. There was aand been to the benefit of some of your old mates, whereby
change of heart by a member in another place, so we were lgfayments are made as a form of incentive. | have not
with the use-by date of 1 October. We have since debated tlexamined the issue, but | will take some advice from Mr Prior
SSS scheme and the extension of the use-by date. These existing arrangements. Previously, if someone was to be
issues which are being brought before the Committee todagttracted to Government service, arrangements could be made
are not new; they have been thoroughly debated. | have givamoncerning salary and superannuation which would involve
the answers in the House, and the answers have not changadigher than normal payment of superannuation. Our little
I am wondering whether the honourable member is wastinfriend Marcus Clarke, for example, converted $200 000 of his
the time of the Committee. | am here to answer questions, arfb00 000 salary package into a superannuation payment prior
if | have to say the same things as | have said previously to his leaving the service of the State Bank. There are many
will do so. other examples to which | can allude involving arrangements

Mr QUIRKE: [ have asked this question before so | shallthat have been putin place. However, | have not looked at the
probably get the same response, but we are getting closer detail in recent times.
the time when we have to make up our mind on all sorts of Mr Prior: The Southern State Superannuation Bill, which
issues raised by the Audit Commission. What is the latest ois currently before the Parliament, contains a provision, under
the two closed schemes, albeit one of which is temporarilyhe definition of ‘charge percentage,’ which will provide for
closed at this stage, with regard to the suggestion of anagreementto be reached between any employee who will
reduction in benefits and/or an increase in contribution ratedfe a member of the scheme and the employer. Where that

The Hon. S.J. Baker:l should like to raise an issue as we person is employed on a contract under a remuneration
are talking of a reduction in benefits. | think that membergpackage for a higher percentage than the Commonwealth
need to read the Audit Commission report reasonablgharge percentage to be paid into the scheme, that employee
carefully. The Audit Commission recognised that a morewill meet the full cost of it. It does not result in a higher
significant subsidy was paid under the old pension schemgubsidy from the Governmeper se
than is currently paid with the lump sum scheme. Further,an The Hon. S.J. Baker: That reminds me of a very
even greater subsidy is given to those who join the schemienportant point. With all packages of Government, we are
after the age of 30, so the Audit Commission addressed itsefhiaking the full costs quite explicit, so the total cost will
to those who were joining the scheme later in life andinclude the items mentioned previously by the member for
receiving a greater taxpayer subsidy. The suggestion was th@iles. If it is salary forgone for whatever reason, we will say
there should be increased contributions of the order from 7 ughe package is worth $100 000 including the money paid as
to 9 per cent, so the 6 per cent becomes 7 per cent in sonsalary, the superannuation contribution from Government,
cases depending on the age brackets. The 6 per cent wowldd other benefits that are part of the package, such as FBT
become 8 per cent on certain occasions and 6 per cent becathat we pay as a result of those arrangements, particularly
9 per cent on others depending on the age of entry. The oldith respect to superannuation. All those matters have to be
1970s super scheme or the scheme before it was built on tlsiown as part of the package, so the total cost is known to the
fact that members contributed greater amounts as they g@overnment. Then it can be demonstrated to the public at
closer to retirement reflecting the fact that they had not paidarge that there is nothing hidden in the system.
for that benefit throughout the life of the superannuation That is one of the issues we raised previously, that
scheme. irrespective of how people feel about salaried high fliers and

| think a relative of mine paid about $200 a unit a yearthose people who were being remunerated at a higher level,
before he retired for a certain percentage benefit because thhe issue of the iceberg—how much was on top and how
was the scheme that prevailed. During the 1970s and 198@such was underneath—has been a matter of considerable
we seemed to lose sight of the budget control that we shoulcbnjecture over a long period. We are saying that, whatever
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arrangements are put in place, all the details have to bguite at odds with some of the returns of more recent years.
known, whether it is with respect to the head of a departmerit really goes back to what were previous investment
or a particular individual who is hired for his or her expertise.practices. | am not criticising them: | am simply noting that
Mr BUCKBY: In its report, SASFIT refers to a review it can occur. There has not been any change in investment
of its investment strategies for the schemes under managpelicy, but some of the areas affected obviously were
ment. Will the Minister give some background to the reviewsignificant.
being undertaken? If we look over the past 10 years, the defined benefit
The Hon. S.J. Baker:Importantly, SASFIT's investment scheme has earned 12.7 per cent per annum, exceeding
strategies must be to get the best returns in the longer terrimflation by 7.2 per cent, while over the past five years the
It is very feasible, as we have seen for example in theccumulation scheme has earned 9.7 per cent, exceeding
dealings with our borrowings, to create savings or to savénflation by 6.5 per cent. Over the period, there has certainly
money in a particular fashion, but superannuation funds haveeen a very strong performance. The return this year was
to be there for the long haul. Therefore, their investmentlisappointing, but it was affected by a number of influences.
decisions are different from perhaps other areas where thefldhere were writedowns in three areas: AWA Defence
might be a demand for a return on a very short term basigndustries, Austereo and ASER, all of which contributed to
The basic objective of SASFIT is that it has to meet thea loss being realised. A movement in the market interest rates
requirements to pay the benefits in the longer haul. for inflation linked investments produced a capital loss on a
The benefits are indexed pensions in the case of the olmarket value basis.
defined benefits scheme, or accumulated lump sums in the If inflation linked investments are operating during a
case of the lump sum scheme. For both types of benefit, weelatively low interest rate regime and interest rates increase
need a margin above inflation. Obviously, simply to be ablelramatically, but inflation does not also move dramatically,
to operate at inflation is not sufficient. We broadly set awhen people are assessing the value of that investment at the
parameter whereby SASFIT has to be able to sustain a 4 pend of a financial year, or even if they want to on sell their
cent real return in the longer term. Obviously there will beinvestment, the market recognises the fact they are earning
occasions when it exceeds that target quite dramatically artselow what is prevailing in the marketplace. Those were the
there will be other occasions when it does not quite meet thareas that were affected during this past financial year. The
target. Overall, we believe that the 4 per cent return iseal rate of return on inflation was approximately 2 per cent.
realistic and has been confirmed from outside sources. We did not even get close to the 4 per cent target, but that
In 1990, consulting actuary William Mercer carried out anwas the exception rather than the rule. We would expect to
extensive modelling exercise to provide guidance to SASFIHe returning to the trend line of the longer term investment
on the best mix of the various categories of stable and growtbtrategy that has been laid down.
assets for the different schemes under management, taking Ms HURLEY: Will the Government’s SSS contributions
into account the estimated real returns and volatility of eache physically paid across to SASFIT—that is, the investment
asset class and the relationship between them. Following thatust—to be invested, or will the Government merely have a
SASFIT adopted strategic asset allocations, and for theotional contribution?
defined benefits schemes said that 42 per cent should be in The Hon. S.J. Baker: Obviously they are employees’
stable assets and 58 per cent in growth assets, and for thentributions and they will go to SASFIT. There will not be
accumulation scheme, 35 per centin stable assets and 65 @&y notional contribution. That is a thing of the past. What
cent in growth assets. Therefore, it then translated into awe are trying to do is actually reduce our long-term liabilities.
asset profile consistent with their getting a significant returirMembers do not need to be reminded that about $4.4 billion
of at least 4 per cent above inflation over the longer term. becomes $7.4 billion in the space of so many years, and we
So, we have engaged William Mercer again to look at usire working towards reducing that liability. We are talking
and give his interpretations of the marketplace and how wabout employees’ money going to SASFIT for management.
should maintain an asset mix consistent with our competing Ms HURLEY: Will the Treasurer explain how the 4 per
demands. The underlying demand is for long term real returnent return on member’s contributions, which is dealt with in
on assets to meet the requirements under the Act, and vedause 30 of the Bill, will work? If investment returns are not
expect he will give us an update on where he was in 1998ufficient to guarantee the 4 per cent return, who will pay the
which will more reflect current day practice or reinforce that4 per cent return on benefit payments? Will it be the Govern-
underlying need and therefore give us direction on how wenent or the remaining members?
manage our assets to achieve that underlying need for real The Hon. S.J. Baker: Clearly, we have said that the
return on assets of at least 4 per cent. So, there are variossheme will have a Government guarantee behind it. The
people with expertise in this area. Mercer is held in highong-term aspect of the scheme will provide a 4 per cent
regard by the industry, and that advice will be received agaireturn. That does not mean that, if it hits 12 per cent one year
and the SASFIT board will act on that advice. and drops to 2 per cent the following year, we top up the 2
Mr BUCKBY: [ note from the annual report of SASFIT per cent. We would expect the return to provide 4 per cent
that the investment returns for the year to 30 June 1994 weraverall during the life of the investment and, if it fails to meet
well down on the previous year’s level. What is the explanthat 4 per cent, the Government is liable and will pay the
ation for this downturn and what forecasts has SASFIT maddifference.
for the coming year? The Hon. FRANK BLEVINS: Before the election the
The Hon. S.J. Baker: This year is a particularly good Treasurer stated that there would be no changes to the
example of how, if you set a long-term trend line, you cansuperannuation schemes. A couple of days before the old
actually depart from that trend line but obviously have yourscheme was closed the Treasurer wrote to the PSA again
sights clearly fixed on meeting your long-term objectives stating that there would be no change to the superannuation
The return on funds dipped significantly this year from 3.2schemes. Given those two events, why should anyone believe
per cent to 4 per cent for the different schemes, and that waghat the Treasurer says in this area?



14 September 1994 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 77

The Hon. S.J. Baker: | said | had no intention of and thatnothing was produced before 21 April to validate in
changing the schemes, and | stick by what | said. | did noany way what the Treasurer is trying to tell us?
intend to change them. That was not in our marching orders If that is the case, if they woke up on the morning of 21
at the time. It was not a consideration prior to the electionApril and had this blinding flash that somehow they had to
We had listened to what the former Treasurer told us, thathange the superannuation schemes and they cobbled the Bill
superannuation had been funded and that South Australia wesgether in a matter of days, there should be many policy
doing a wonderful job in clawing back the liabilities. When papers and documents from people flying around. If the
we said at the election that there was no intention of changingreasurer wants us to believe that, he should produce these
the current arrangements, that is exactly the situation. Agaithings from beginning to end so that we can say we saw them.
when | responded and wrote the letter | said it was not outWe can say that we called the Treasurer a liar but we were
intention to change the schemes. That was simple androng. The Treasurer must think we came down in the last
straightforward— shower. It is just an absurd proposition.

The Hon. FRANK BLEVINS: It was a lie! The CHAIRMAN: Whatever the Treasurer’s intention,

The Hon. S.J. Baker:Mr Chairman, | do not know how there is no provision for tabling documents.
the Committee runs, but the member for Giles said, ‘It was The Hon. FRANK BLEVINS: | want the documents to
alie’ prove this absurd statement.

The CHAIRMAN: The Chair did not hear the quiet The Hon. S.J. Baker:The member for Giles has called
interjection, but the member for Giles is well aware that theme a number of names and | will not repeat them here. | do
Standing Orders of this Committee are those of the Houseot care whether or not he believes me. The member for Giles
and | ask him unequivocally to withdraw that expression. will not be with us for much longer, and that will be to the

The Hon. FRANK BLEVINS: Of course, Sir. great good of the Parliament. Leaving that issue aside, | make

The Hon. S.J. Baker:The member for Giles may choose it clear: | said on both occasions that the sums had not been
to use different words, and | shall be happy if he does. | antlone and it was not an intention. | will say that until | am blue
simply explaining that, at the time, the Government had donén the face.
much work on its budgeting, where it was going, what The Hon. FRANK BLEVINS interjecting:
savings we could make and how we would make budgets The Hon. S.J. Baker:The member for Giles should check
balance. We did not include in those figures any change to th@e date of the letter and the date on which the PSA asked for
current superannuation schemes. That is clear. The membrther reflection on the matter.
for Giles can draw his own conclusion, and he has already The CHAIRMAN: As there are no further questions, we
done so on a number of occasions, as has the member f@ill now deal with the Lotteries Commission.

Playford, about whether there was honesty or dishonesty in

those remarks. It suits the member for Giles for his own Additional Departmental Advisers:

purposes to suggest that the remarks were dishonest. | am Ms June Roache, Acting General Manager, Lotteries
simply saying what prevailed, and the honourable membe€ommission.

will draw his own conclusion. That was the situation. Mr Rex Blundell, Casino Coordinator.

As to the schemes, obviously the legislation went before  Mr Bill Pryor, Liquor Licensing Commissioner.
the House. It is an Act of Parliament and not the result of Mr Darryl Hassam, Manager, Gaming Machine Adminis-
words spoken by any individual. It expresses an intention. Weration.
are saying that the scheme has the capacity for anyone who
wishes to provide for their future, first, knowing that the cost Mr QUIRKE: When is the General Manager returning
of administration will not sweep aside the benefits, which hao the Lotteries Commission, because the rumour is that he
been a major problem with other forms of investment in thigwill not be returning?
area and, secondly, with a guarantee of return. The cost to The Hon. S.J. Baker:My clear understanding is that he
Government is virtually zero, and it is brought to accountis coming back. There is some discussion currently between
only when the investments of the organisation fail. the commission and the General Manager; as soon as | am

We are willing to take that risk and ensure that there ignformed of the outcome, everybody will know. Itis my clear
scrutiny of the organisations and that SASFIT performs upinderstanding that the person we are talking about will be
to market standards. To that extent there are guarantees ageming back.
it makes good sense to encourage the savings effort through Mr QUIRKE: Has the Treasurer been involved in that
this mechanism. Therefore, we are providing a service toletermination?
employees. True, it is not at the level that previously The Hon. S.J. Baker:l have been advised by the board
prevailed. | have already pointed out to members in th@f the discussions that will take place. | have not sought to
Parliament that we cannot afford to do that any more becausgtirect the board; there are ongoing discussions about that
of our liabilities and our need to claw back the long-termissue.
liabilities which, as members would recognise, we are doing Mr QUIRKE: Has the Treasurer had discussions with the
in this budget. board or the Chairman of the board?

The Hon. FRANK BLEVINS: Remembering that the The Hon. S.J. Baker: The Chairman of the board has
letter to the PSA was written on 21 April and the Bill was advised of resolutions of the Lotteries Commission, which
introduced into Parliament days later to close the schemeencompass the General Manager returning to office.
does the Treasurer seriously expect anyone in South Australia Mr QUIRKE: They encompass his return or they concern
to believe that, in such a short time, within a matter of daydssues about his return?
of writing to the PSA, the Government had no intention of The Hon. S.J. Baker:No, they address the issue of his
changing the schemes and bringing the Bill into Parliamenteturning to the Lotteries Commission.
within a few days, that there was no such thought by the Mr QUIRKE: The other issue relates to gaming ma-
Government and no working papers, no policy documents;hines. In the House last week The Treasurer made a lengthy
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statement about some problems with gaming machinespinners and that is why the clubs wanted them. However,
installed here in South Australia. As | understand, only onajiven the strong demand and the company’s undertakings, it
company, Aristocrat, was named in the statement as providvas exceedingly disappointing that Aristocrat continued to
ing poor quality equipment. What is the record of otherfail to meet what we believed was its contract not only with
gaming machine manufacturers, and why was this comparthe Liguor Licensing Commission and State Supply but in
singled out? There might be overwhelmingly good reasonfact with the customers, who have spent large sums of
for this oultfit to be singled out in Parliament in this way but, money—and we are talking about an industry in which many
from my visits to hotels and clubs, Aristocrat has the mostillions of dollars have been invested to date—who have
sought after machines, in terms of the share of the market icarried out extensions to their hotels and clubs, and who are
South Australia. still missing the machines.

The Hon. S.J. Baker: The member is quite right, the Aristocrat is a special case as only one other machine
Aristocrat machine is in high demand and, | presume, highlynanufacturer has actually slipped, and that slip was reason-
prized by hotels and clubs. | cannot quite fathom the reasomply minor, so Aristocrat is right out in front of everyone in
but perhaps it is a result of Aristocrat’s undertakings to hotel$erms of its non-performance. | have made that quite clear in
and clubs; perhaps it is its speed of delivery; perhaps it relatesy ministerial statements and | will continue to do so if
to buy-back provisions that might prevail; and perhaps ianybody asks the question. | understand that Aristocrat is
relates to claims of superior turnover. | have not gone out intmow getting back on track and that some of its technical
the marketplace to ask why people are so firmly embracindifficulties have been solved, but | would not hold my breath,
of and continue to embrace Aristocrat machines. There is nquite frankly, given where we have been with this
doubt that Aristocrat enjoys a strong demand here in Southrganisation.

Australia and interstate. Mr QUIRKE: Mr Chairman, | would like to seek

I would imagine that of all the manufacturers—and thereguidance on my next question. At the beginning of his very
are 11 on our books—Aristocrat in South Australia wouldlong answer, the Deputy Premier made some remarks about
certainly have the highest level of demand, and | believe thany motivation in asking the question. | ask that he withdraw
would be the case in the interstate jurisdictions as well. Théhose objectionable remarks. | have no shares in any
honourable member is quite correct in his assumption aboaompany.
the strong demand for that particular machine. In relationto The CHAIRMAN: The Chair anticipated the request. |
performance—and | do not know whether the honourabl@sk that the honourable Treasurer withdraw any inference that
member has shares in Aristocrat, the way he asked thbe honourable member did have a vested interest in the
question, but | will leave that for others—Aristocrat’'s question. It would be a matter of propriety.
performance was poor in terms of delivery. There was poor The Hon. S.J. Baker:l am happy to do that.
performance on behalf of all manufacturers, and | made that Mr QUIRKE: When recently debating amendments to the
quite clear right from the start. Gaming Machine Act, | raised with the Treasurer in the

They were all absolutely abysmal. We were gettingHouse the problems which have emerged now that the
absolute rubbish through our doors, and | felt originally thatmachines are up and running, and they relate to having one
everything that failed muster across the border was being selitence and one company for all the installation and service
to us; | am sure the Liquor Licensing Commissioner feltwork. | raise the issue again in this forum because other
much the same way. Aristocrat had similar problems to otheindividuals associated with this matter are in attendance
manufacturers. It claimed that it did not have enough time téoday. For the past 18 months | have held strongly the
prepare for the provision of these machines, and that was omesition that, if a person has a piece of equipment—whether
of the reasons why the quality was not up to standard. By thi¢ be a cash register or a car or whatever it is—that person
way, Aristocrat is the only manufacturer that made that claimshould have the basic human right of having at least one or

As of February this year there was a clear indication of théwo other persons to choose from. The Government ought to
time frame we were working on. It is absolute rubbish forgive people one or two other choices. How is that provision
anyone to use the excuse that they could not get theproceeding?
machines up to the standard required in that time frame. It so | understand that Bull Australia has, and will have for
happened that all the machines were bad. | do not know thabme time yet to come, a total monopoly in this area. How-
any one of them was particularly good; each machine hadver, at some stage that contract is going to expire, and |
some basic flaw. Aristocrat has probably tested my patienceyould like to know the Treasurer’s thinking on that issue as
the Liquor Licensing Commissioner's patience, and thewell as the views of other officials who are in attendance.
patience of everybody in the industry to a degree that | didCertainly, | hold the view very strongly that a person who
not think was possible. Aristocrat had given undertakingdawfully buys and operates one of these machines ought to
about delivery dates which either fell over because ohave at least some choice in relation to the servicing of that
technical problems or it had no intention of standing by thosenachine.
undertakings. The Hon. S.J. Baker: | am quite relaxed about that

This is not just an issue that suddenly arrived on ouproposition, as | am a great believer in competition. The
doorstep: the Liquor Licensing Commissioner had to contentionourable member has raised an important issue. We cannot
with this issue over a period of three to five months, when iextend that suggestion to the IGC or the monitoring equip-
came to originally testing the machines and getting somethinment, because we need centralised control, but in other areas
useful to test and then arranging for the installation through believe that the best service is provided by a number of
State Supply. So, it has had a long history, and it has begpeople competing in the market place at a price that is
very frustrating for the owners of hotels and clubs, becausacceptable to that market place. So, | happen to agree with the
there has been a very strong demand for the Aristocratentiments expressed by the honourable member. | have
machine. | do not know the reason for that demand, becauseferred the matter for examination, and at present we are
I do not play the pokies, but perhaps they are the best mondyying to draft legislation on a number of issues and | have
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tacked this on and asked for advice on how we handle thiable better to inform the Committee. Preliminary indications
issue. So itis to be considered, and | am hoping that | am toldre that the Casino has been affected by gaming machines. Its
either, ‘Yes, it will happen’ or ‘No, because there are goodrevenue was down on what it was previously. The interesting
reasons why it should not happen.” And if there are excepthing is that—I do not know how correct it is—I received a
tionally good reasons why it should not happen, | will impartreport that receipts were down dramatically in July: 25 July
those to the honourable member before we proceed amwas the introduction date, butin July everything fell through
further. the floor, as members can well remember. | think housing
However, | reiterate that | agree with what the honourablepprovals and motor vehicle sales went down. June and July
member has said; if a person has the expertise and thigures are always iffy depending on people’s personal
training and if they pass the police checks, as those persohsidgets, and quite often the figures do not pick up until a bit
associated with Bull have been asked to do, | am more thaater. The July retail sales were down and the Casino was
happy for them to participate. | am not aware of the contracelown on where it thought its budget should be. July was an
tual arrangement that was made with Bull in order to geiffy month all around.
these machines under way. It was a strategic decision, which The best information | can provide is that, if members
was taken as a result of investigations interstate in relation ti@ok at what they believe would be the budget line, they will
the capacity of one particular supplier to meet the markegee that the revenue from the poker machines is down about
demand in the shortest period possible without havin@0 per cent on what it was previously, but | do not know that
fragmentation of quality and standards. If there is an impedit would ascribe it fully to the poker machines in pubs and
ment in that area, | will inform the honourable member, butclubs.
basically | agree with what he is saying and | hope that we My QUIRKE: | think the Minister knows of my interest
can get some movement in that area, depending on wha{ ynder-age gambling, particularly in relation to scratch
contractual arrangements exist. However, the honourablgkets. What is the estimated revenue that comes from under
member has a very good point. 18-year-olds buying scratch tickets? Does the Minister have
any figures on that? | understand a review was undertaken
earlier this year which determined the size of the problem.
What did that review find?

The Hon. S.J. Baker:lt is difficult to conclude what is

[Sitting suspended from 6 to 7.30 p.m.]

Mr QUIRKE: I refer to the impact of gaming machines.

As | understand it, the switch-on day was 25 July. What is th ; o -
total of receipts into Treasury so far during the 1994-9 he under-age gamblmg_ contribution, either to the lottery
financial year? Is the anticipated revenue on track? turnover or to the taxation of the State. Our survey was

The Hon. S.J. Baker: We have provided for $41.5 targeted to find out whether there was any incidence of

million estimated receipts in the budget. | think there Waéjtr;detr-lazggogoambllr;g in relation to(;ottedr)_/t prO(I:UC(th. kl)th'tnléf)
about $39 million in actual receipts related to the revenue ang>°! PEopIe were Surveyed and It involved about .
then there were some offsets including the .2 per cent chargié9r cent of those, rememberlnglthat the SUurveys took place at
for administration purposes. We have an update that we c fines Wt:re]nt merf twlere Cfrtt"’.“nl avallﬁb"'tfst’ _?_?] we can
provide. We now have $12.437 million in revenue. Ofcoursef’lssurr]ne atthe to a$2méa(; |ef IS (tesst gn a i ethaverar?e
there are some pay-outs of that. The tax share of the receipf§'c"aS€ Pricé was $2.60. 11 we 1ry 1o draw a line throug
to date, as at 14 September, is $4.025 million. We think wi at survey, we f'nq that WOSt of those §urveygd were under
are on track to meet the target of about $39 million which will 6 or17, some with their own discretionary income as a
result of working. So, we believe that the participation of

accrue for taxation purposes. The State share on the year o ;
date figures from 25 July to 14 September is just over $4inder-age people in the purchase of lottery products would

million. be less than 1 per cent. That is the first point.
Mr QUIRKE: Has the impact on the Lotteries Commis- 1 he second pointis that on average we would suspect that
sion and some of its products shown up yet? they would spend less per lottery product or less per visit to
The Hon. S.J. Baker:My advice is that it is holding up the lottery counter than the ordinary customer, because the
at this stage, but I will ask Ms Roache, who is the Actingaverage was about $28O If I_took a reaII_y long bow | would
General Manager of the Lotteries Commission, to provid uggest that the participation in terms of tickets bought unld
more details on that. Obviously, these things are monitoreg€ €SS than .1 per cent after | took all those factors into
very clearly in order to check the marketing strategies t&onsideration.
maximise gains. My understanding is that it is holding up  The Hon. FRANK BLEVINS: When the poker machines
reasonably well. We have estimated that there will be $éegislation was before Parliament, many members made
million less forthcoming this year. lengthy speeches against it, saying that the sky would fall in
Ms Roache: | can advise that currently the Lotteries and that South Australia would degenerate into some kind of
Commission is running nearly 4 per cent above the turnovepodom and Gomorrah. | am sure that the Minister remembers
figures last year to this time. There are a couple of productgome of those statements distinctly.
that are holding up well. Other products have seen a decrease. The Hon. S.J. Baker:l do not think it was quite as strong
Of importance is Club Keno, which was introduced to act a®ts the honourable member would suggest. The general
a competitor for gaming machines. We have seen a 18avour was that | did not agree with the introduction of poker
per cent increase to date compared with this time last yeamachines. That is correct.

At this stage there has not been any noticeable impact. The Hon. FRANK BLEVINS: The Minister is assuming
Mr QUIRKE: What is the impact of gaming machines on that | was going to ask about him personally, and that was not
the TAB and the Casino? the case at all. | was trying to finish the question and | am

The Hon. S.J. Baker:As the honourable member knows, being harassed here by the witness. Apparently you do
the TAB is not my responsibility. That question can be askedemember quite distinctly all these terrible things that were
of the Minister for Recreation, Sport and Racing. He will beabout to befall us. What evidence is there to date that these
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things which were going to occur—and | do not want toto the law, | suggest that there would be an outcry and

embarrass you by quoting them chapter and verse— demands for compensation which the Government simply
The Hon. S.J. Baker:| am sure that if they were really could not afford. Even if a group of members felt sufficiently
embarrassing you would. outraged about this issue that they took it back to the

The Hon. FRANK BLEVINS: No, Mr Chairman, | Parliament, | suggest that the holocaust that would result
would not do that. Is there any evidence to date, apart frorfrom anybody attempting to do so would suddenly focus
the fact that a lot of people seem to be happily playing thessnembers’ attention. | am not saying that the issue is not
things as predicted, particularly in the member for Light'simportant; | am simply saying that once these issues become
electorate? What has happened? Where are these terriltdev through the proper democratic process it is unlikely that
things that were predicted by many members of Parliamentye will see a reversal of that situation. That is the practice of
who shall be nameless? the legislation to which we have been party over a long

The Hon. S.J. Baker: The honourable member is quite period.
correct; | think the assumption behind the question is that | The Hon. FRANK BLEVINS: All | can say is that |
opposed poker machines. That is absolutely correct. thought people spoke passionately on this issue. | did not
suggested at the time that some people would lose theihink it was a question of money, invested or otherwise. It
housekeeping and other assets as a result of the introductioertainly was not money that was welcome; it was not
of these machines. | still stick to that premise. The extent oindustrial development that was welcome; it was all evil stuff.
the problem is only anecdotal at this stage. | have visited thebelieve that all those people were speaking sincerely. Such
Adelaide Central Mission for discussions about its clienteleconsiderations as were outlined by the Treasurer would not
and the sort of feedback it is getting. The early indications araffect a person’s conscience at all, so | am really surprised.
that it is a small, growing problem. Are you going to reconsider the answer you gave in the light

We are intent on addressing it at the source, and that isf what | have just said?
why we have made some moneys available to do so. As the The Hon. S.J. Baker: The honourable member is not
honourable member would appreciate, the real problems dsurprised.
not surface for a number of months until the bank forecloses The CHAIRMAN: The honourable member should
or the household starves. We are hoping that it is only aealise that the Minister has given an answer and we have had
minor problem and that the dire predictions that | suggestethe morality thoroughly discussed in Parliament. Opinions
at the time will not come to pass. They were not particularlyhave been expressed both ways. If the honourable member
dire: | simply said that a number of people would be attractedvould like the Chair to join in and give an impassioned plea
to these machines who were not previously in the gamblingn behalf of the other side, he has only to say, but the Chair
arena and that, because of the addictive nature of thig not inclined to do that. There being no further questions,
machines, they might risk more of their own personal money declare the examination of the vote completed.
than they could afford. We all know that there have been
instances of that happening in areas of the Casino, not
necessarily in the Lotteries Commission, and also in racing.

We might conclude from this that a growing number of

people will cause themselves some grave difficulty. We will Department for State Services, $8 030 000
not know the extent of that for some time. One of the _
important early initiatives we are undertaking is to determine Departmental Advisers:

how we measure the problem, if it does exist to any great Mr B. Cossey, Chief Executive Officer.
degree—and we believe that it will exist to a certain degree— Mr M. Jones, Director, Corporate Services.
and, therefore, survey the marketplace and get a handle on the Mr D. Suter, General Manager, Central Linen.
problem as it arises and put in place some early intervention Mr B. Tilstone, Director, State Forensic Science.
strategies so that those who are compelled to gamble Mr E, Miller, Director, State Records.
somehow have their minds changed and take on less addictive Mr A. Secker, Director, State Print.
activities such as running around the block every night rather Mr P. Grenville, Director, State Fleet.
than putting their money in the machine. Basically, the Mr J. Slater, Acting Director, State Supply.
honourable member can be pleased that we are being
proactive in this area. Membership:

The Hon. FRANK BLEVINS: So, a problem appearsto  Mr Foley substituted for Mr Quirke.
be emerging, as was predicted by some, and the Government
intends to address it at its source. Looking around the The CHAIRMAN: [ declare the proposed expenditure
Parliament these days, it seems to me that there is probabdypen for examination.
a majority there to repeal the Act. Is the Government Mr FOLEY: There are a number of issues within State
considering really doing something about it at its source byservices about which | should like to question the Minister.
repealing the Act? I will begin with reference to the provision of transport

The Hon. S.J. Baker:The answer to thatis clearly ‘No’. services, an issue that | know is of great interest to the
The Parliament has already made its determination. It wasBreasurer and the Government. The light motor vehicle
conscience vote and passed muster at the time. It is up to afnansport services line has seen an increase to $22.4 million.
member of Parliament to move a private member’s Bill and also note the corresponding reduction in the line above by
if that person should be successful obviously the law woulé12 million. There seems to be a major movement in those
be changed. However, | suggest to the honourable membggures. Will you explain what it relates to?
that that will not occur, because extensive investments have The Hon. S.J. Baker:Yes. A member of the Opposition,
now been made by organisations, clubs and pubs and otheho shall remain nameless, went out on the steps of
people in every member’s electorate. If there was a chandearliament House and said that the fleet was supposedly
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downsized, yet we have this huge explosion in expenditurdist of Government enterprises which would go through the
Obviously he had not been listening or had been sleepingrocess of sale. That was quite clear to anybody who read the
through the debate in Parliament. A considerable effort hagaper at the time. We have sat down with Central Linen
been made to draw back into State Services a number &ervice, and | would like to pay particular tribute to the
vehicles that are out with the agencies. Progressively we areanager and the changes that have taken place as a result of
drawing them all back into State Services so that they can bieis leadership within Central Linen. Some significant
properly accounted for and proper charge-out procedures camprovements have taken place with Central Linen. The
be attached to them. The movement in capital expenditure hanges have been of benefit to a large number of other
a reflection of its being done by State Fleet rather than by therganisations. Yes, it is on the list.

agencies. We will be developing an appropriate strategy in relation

| can give details. The 1994-95 budget reflects the fulko future ownership options of Central Linen. Itis not a clear
year effect on operating costs of fleet increases from 1993-92ut case, because we have what could be regarded as a
and the initial effect of fleet increases in 1994-95. Themonopoly service for Government, and under those circum-
average number of vehicles in the fleet for 1993-94 was 2 908tances the sale or otherwise of Central Linen is an option
compared with the budget average for 1994-95 of 4 80Qthat we have to consider very carefully, given the nature of
Basically, we are pulling the vehicles back into the fold, andhe organisation we are dealing with and the fact it is almost
that is the reason for the increase. It is a very sound policya sole provider to Government.

Mr FOLEY: |am not criticising the policy; | am simply Whether or not it will be sold on reflection will be
asking an appropriate question in the Committee. You did nafetermined by the Asset Management Task Force during
explain the sharp reduction in the motor vehicle maintenanct995. We have set targets for productivity or improvement
and repair line which has dropped from 24 to 12. Could youn operating Central Linen, and those targets are well on
explain how that is addressed? track. I will not go through all the targets that have been set

The Hon. S.J. Baker:Again, we have made it clear that but | can say that, under the leadership of David Suter and
we are going to be consolidating our maintenance and repairgith a strong resolve by the employees, we have seen some
Far more work will be done outside Government as a resuliramatic changes to practices there.
of changes. We shall have maintenance repairs provided on During 1993-94 a total of 54 permanent employees have
a competitive basis and there will be further closure ofleft the employ of Central Linen. That has been a change.
workshops. The number you are looking at reflects @ver 90 private sector customers no longer deal with Central
reduction in the number of people associated with thatinen. For obvious reasons, we do not believe that Govern-
activity. That change will continue. There are significantment should compete with private enterprise. | would suggest
savings to the Government by getting a competitive pricghat under the previous practice the Central Linen Service
from outside rather than carrying the overheads with respececeived a subsidised service to keep it competitive with other
to garages and the numbers that we employ currenthalternatives, and that is not appropriate, as anybody in this
Significant savings will result from that. room would recognise. There have been significant delivery

Mr FOLEY: The management of the Government carand operational changes.
fleet certainly raises the passion of one or two members of Importantly, | would like to mention that Central Linen
Parliament, particularly the member for Peake and his flyindnas now become very active in the area of linen management
squad of people who are ever vigilant at shopping centresvithin the hospital system. Members may be aware of
That practice has not stopped with the change in Governmergavings that have accrued to Julia Farr, which was in deep
I understand that Mr Mike Newman, the Chief Executivefinancial difficulty and is still in that difficulty, to a certain
Officer of this new fleet management team, was a formeextent. There have been significant savings to Julia Farr
chief of staff to the Minister for Emergency Services. Will simply by Central Linen providing a service of Central Linen
you detail what employment process was undertaken: was thieanagement to that organisation. We have our troops from
job called; was there a sweep of applicants; and was &entral Linen discussing linen management with the hospitals
procedure gone through to ensure that he was the beas well, and we believe there are significant savings to be
applicant? Will you also detail the package and salary of Mmade in that area simply by working together and providing
Mike Newman? a professional service.

The Hon. S.J. Baker: We advertised the position and | would like to compliment Central Linen, the manager
received about 20 applications, one of which came fronand all the staff for the dramatic improvements that have
interstate. We got it down to a short list of six, | think, andtaken place and which | expect to continue. We will see a
they were assessed by a team consisting of the Commissiorlewering of the cost. We will see the Central Linen Service
for Public Employment, the Director of the Office of Public actively participating in meeting savings targets. We will see
Sector Management and the Director of Finance frormew methodology come to pass and we will see Central Linen
Victoria who was an outside arbiter. They were the threas a very viable and very strongly performing organisation.
people who were called in to assess the applicants. They were Mr BUCKBY: It has been mentioned on a number of
all assessed according to the attributes that we believed wepecasions at past Estimates Committee hearings that State
essential or appropriate. That was outlined in the advertisé=orensic is at the forefront in the application of DNA
ment and they were assessed on that basis. Mr Newmaechnology in its investigations. Will the Minister advise the
clearly was in front of the field. The contract is for two yearsCommittee of the current status of DNA testing in criminal
and itis at the EL2 level. investigations in South Australia?

Mr FOLEY: Is the Central Linen Service anitemonthe The Hon. S.J. Baker:People have probably seen more
Government Asset Management Task Force agenda feoeference overseas to DNA developments than perhaps in
privatisation? Australia, and we can take significant pride in the fact that

The Hon. S.J. Baker:We mentioned at the time of the here in South Australia we really are up with the technology
election that the Central Linen Service was certainly on the@nd processes to the point where DNA is now being accepted
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as a legitimate test. If anybody goes back over the record ilNetley, all other cars received at Seaton will be subject to a
for example, America, they will find that acceptance of DNAsimilar examination and brief road test, as | have outlined.
over time has had a fairly rocky history. In fact, some Each Seaton auction also disposes of some vehicles that
jurisdictions still refuse to accept it. | believe we have comemay be accident damaged, and these are clearly identified in
a long way. State Forensic here in South Australia is a verthe catalogue and grouped together at the end of the sale.
accomplished practitioner in its field. State Fleet already charges customers for damage under the

The only test comes when somebody challenges thfair wear and tear clause when the vehicle is returned for
evidence that has been provided, and this actually happenédsposal. In a similar fashion charges will be levied for those
in March this year. The work carried out by Dr Angela vanvehicles sent direct by departments to the Seaton auction.
Daal in the 1992 homicide of Mrs Mavis Pitt was the first Those guidelines are being implemented immediately, but
instance where PCR typing had been able to link a suspect there is the issue of whether the Crown should be exempt
a crime scene sample with such significance—less than orfieom the same rules that apply to other competitors in the
in a million people would have been expected to have thenarketplace. Obviously, there will be legislation that affects
DNA profile of the crime scene sample. The challenge to théhat area. We believe that the Government should act
evidence was anticipated and the PCR work was repeatedsponsibly, and we have put a process in place to ensure that
independently by Dr Sajantila, a recognised internationagieneral checks are done on these vehicles before they are
expert in this field at the National Public Health Institute of offered in the marketplace. However, that may not be the
Helsinki. In addition, statistical analysis of the data waslong-term strategy. We may allow the vendor to pursue his
carried out by Professor Chaseling from Griffith University or her own repairs, but those are issues that we will visit
in Queensland. further down the track.

At thevoir dire and trial, Dr Sajantila, Professor Chaseling Ms HURLEY: | wish to inquire about the analytical
and Dr van Daal gave evidence. The success can be attribitiemistry services provided by the Government. One
ed, in part at least, to the well prepared approach of Statebjective is to provide testing on a fee for service basis to
Forensic Science. The trial resulted in the conviction of oné&overnment, industry and the public and | note that a new
David Jarrett, who received the longest sentence to be hand#dP-AES instrument was commissioned. What is the
down in the history of this State. Itis anticipated that the PCRIreasurer's view on the value of a Government service
technology will now be a routine service for the courts andouying this sort of instrument when a number of other private
will aid in the conviction of many criminals who may have services have had one or more of these instruments? What is
previously escaped trial through lack of evidence. So, it hathe Treasurer’s view about Government services competing
been put to the test; it has survived the test and it is a greatith the private sector? One target is to increase State
tribute to the people concerned. Chemistry’s share of the environmental analysis market

Mr BUCKBY: | note that, during 1993-94, State Serviceswhere there are a number of private operations.
assumed control of several activities from other agencies, The Hon. S.J. Baker:| thank the honourable member for
including the City Mortuary from the Courts Administration her question and the way it was put together, because she is
Authority and State Chemistry Laboratories from Primaryobviously talking about efficiencies of Government and
Industries, both of which are located within State Forensiavhether it should be competing in this area. Changes are to
Science. Will the Minister describe the impact this has hadhe made with State Chemistry because its services are
on the overall overheads and management costs? uneconomic. As to what happened in 1993-94 and the status

The Hon. S.J. Baker:It did take over the City Mortuary of the equipment, | will ask Dr Tilstone, the Director of that
and the State Chemistry Laboratories. | am not sure what wasstablishment, to respond.
happening when it received the City Mortuary, but it did  Dr Tilstone: As to that equipment and the role that the
accept it. The transfer of these functions has led to savingState Chemistry Laboratory plays, itis reasonably straightfor-
and a reduction in duplication. We expect to achieve savingward. There is a number of tests, particularly in the environ-
in excess of $300 000, due to consolidation and the reductiomental area, that cannot be provided for efficiently in South
in duplication. In the areas of administration and staffing, weAustralia. Over the years the State Chemistry Laboratory has
can have economies in infrastructure resources such &silt up considerable expertise in the area, and it has also
accommodation, telephone and computing networksbuilt up an ability in terms of its equipment, which is unique
Substantial ongoing savings will also be achieved with then South Australia. As to the equipment in question, it was
traditional analytical and laboratory services. These savinggmply a matter of replacing outdated equipment that had
will be achieved with the full cooperation of the staff come to the end of its useful life. It was required to maintain
concerned. It has been a smooth and successful transitiora service which has been successful and unique in this State.

Mr BUCKBY: What action is the Government takingin ~ Ms HURLEY: Are you saying that the laboratory
response to claims that State Fleet has been selling unrogakrforms tests using ICP-AES equipment that other services
worthy vehicles? are unable to provide using their ICP-AES machines?

The Hon. S.J. Baker:Mention was made in the media  Dr Tilstone: No. Anyone with an ICP atomic absorption
about unroadworthy vehicles, and we are still developingpectrometer could cover the same tests. The issue is that
policies about how we will handle the disposal of vehiclesthere is a considerable demand for that type of work and
That will be handled by the Fleet Management Task Force agome extensions of it placed on the State Chemistry Labora-
one of a range of issues. Currently all vehicles are changddry. One of the pieces of equipment, which is complemen-
over at Netley. They are inspected and any deficienciegary to the AES, is uniquely resourced from the State
associated with roadworthiness are rectified. They do th€hemistry Laboratory. If it did not have the spectrum of
things there that are evident and a brief road test is undertakupporting facilities, the laboratory would not be able to meet
en to detect any obvious difficulties with brakes, steering anthe needs of customers who come forward with questions. In
engine noise etc. Vehicles may be traded in or sent to that least a quarter of the cases someone comes to the labora-
salvage auction. Apart from State Fleet vehicles sent frortory for metals analysis in effluent or in sites using analysis
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by another piece of equipment—an ICP-MS, which is easiecome to grips with, and we are looking for some outside
to use—it is unique to the State Chemistry Laboratoryexpertise in this area to ensure that the economies we need to
Although customers ask us to do work for them on theachieve are achieved. We must ensure that privacy is
ICP-MS, it does not need the ICP-MS, which is sophisticatednaintained, that access issues are dealt with adequately, and
equipment. It is like using a sledge-hammer to crack a nuthat volume storage is reduced to a minimum. They are the
It makes sense to have the complementary facilities with theorts of issues we are trying to address as well as loss of
AES to pick up those tests that can be done more cheaply amatential records in the system.

simply. The Hon. FRANK BLEVINS: Is the Clothing Corpora-

Ms HURLEY: Is there any plan to outsource any of thosetion on your ‘to be demolished’ list?
services that could be done in the private sector from The Hon. S.J. Baker: The member for Giles, in whose
Government analytical chemistry services? territory a significant part of the State Clothing Corporation

The Hon. S.J. Baker: The answer is clearly ‘Yes'. We resides, would be well aware that discussions have been
are looking at all our services to see whether we can gainngoing about the quitting of the State Clothing Corporation.
efficiencies and reduce costs to taxpayers. The State Chemlis fact, | had recent discussions with staff representatives
try Laboratory is no exception: rationalisations are takingrom that Whyalla establishment on the issues. It is our
place now. We are looking at a potential combination ofintention that Government should not be participating in State
certain services with the university where there is somelothing factories. We are in the process of quitting that area,
scientific research capacity and synergy. The world isind the Asset Management Task Force is proceeding in that
changing dramatically, and every service has to stand on itdirection. Expressions of interest have been received.
own feet. It has to justify itself on the quality of service  There are many issues for Whyalla and whether it wants
delivered, the price at which it delivers and whether it isto retain that capacity—whether it can provide a service to the
essential for the Government. They are the sorts of tests wewn or BHP. It may well be that there is an industry there
are applying, and there is no exception in this area. If th¢hat can be maintained through its own capacity to perform.
honourable member wants a briefing on any matters pertairt certainly does not meet the criteria of Government, so we
ing to this area and the sort of change being looked at, | arare working through the most appropriate way to quit the
sure Dr Tilstone is willing to provide information. asset.

Mr BASS: State Records provides a research and access The Hon. FRANK BLEVINS: So you are going to close
service for public records to the community. | understand thait or sell it?
consideration has been given to transferring these functions. The Hon. S.J. Baker: The final determination will be
What is the reason for that? subject to ongoing discussions. On day 1, | could have

The Hon. S.J. Baker: The issue of State Records is walked through the doors and said, ‘Close the doors; sell off
fascinating. | addressed a conference earlier this week on hdtive factory.’ | did not do that. The honourable member would
we store the ever increasing amount of information that iknow that | have spent some time in the Parliament talking
generated by Government, how we preserve information anabout Central Linen, which is improving out of sight, and |
what information we preserve. | received a letter from atalked about State Clothing and whether it should be within
constituent recently who wanted information relating tothe auspices of Government. | have said for a humber of
wages records. True, they did go back in time and | would/ears that that is totally inappropriate. It is no secret to the
have thought they had no relevance to historians whatsoevéronourable member.

It is difficult to know from where the demand will occur. He has listened to my previous speeches and to the

So, we have this awesome task of trying to reduce thguestions | have asked in Estimates Committees previously,
amount of paper kept within offices, because that affects theo the direction | am taking is no secret. If it is possible to
number of cabinets bought and the amount of office spacachieve a buy-out or a sale that will enhance or maintain the
allocated, and literally millions of dollars are tied up in this employment opportunities of the people concerned, that
little enterprise. The issue of record storage is of great interestould be my preferred option, and | believe everybody
and importance, although it is not one | have spent a greatnderstands that.
deal of time on since | took over the responsibility for this  The Hon. FRANK BLEVINS: The Government’s
portfolio. There are other issues that the Committee shouldosition is either to sell it or close it?
understand. In some areas we have preserved tapes andThe Hon. S.J. Baker: That is correct.
records and now find we have nothing by which to interpret  The Hon. FRANK BLEVINS: Given that that is the case,
these records. As technology changes dramatically, thieas the Government given any consideration whatsoever to
capacity to use the record is not necessarily preserved at thige regional employment problems in non-metropolitan South
same time. Australia?

A whole range of complex issues relate to the storage of The Hon. S.J. Baker:The issue of regional employment
records. The loss of records is one issue. Somebody in Britajproblems is being discussed. It has been one of the issues
did a survey and found that, for virtually every Governmentraised by people who have a personal interest in that State
document raised, 17 copies are made. A quick survey of owrlothing establishment. That issue affects 12 people, as |
own performance suggests that we are not far different fromnderstand it. It is an issue that | am aware of and that is one
the Brits. Some large, complex and diverse issues must ki the reasons | said, ‘We will not close the door on day 1: we
addressed. We are taking a whole of Government approactill look to see whether there is a more satisfactory solution.’
to the issue of maintenance and storage of records. We afdere is no way in the world that the Government will
also looking at the venues for storage and what security musbntinue in this area. The honourable member would be well
prevail—whether they should stay in the hands of Governaware of my sentiments in that regard.
ment or be placed in private hands. Should records be stored One only has to look at the changes that have taken place
on microfiche, microfilm or ASCII Il format for safe in Whyalla and the effects those changes have had on its
keeping? These are the sorts of issues we are attemptingemployment base. | do not need to go back to shipbuilding
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and other areas to see the dramatic changes that have takather. So, we can actually improve the probabilities of the
place in Whyalla over a period of time. There has been somperson being the father, and that has a very practical applica-
level of resilience, but | would like to think that, if the people tion. It reduces a lot of sweat and tears in the process.
of Whyalla think it worthwhile and there are some market The Hon. FRANK BLEVINS: What guarantees does the
opportunities, they will be taken up by those people, so th&overnment have for the employees of the Clothing Corpora-
option of closing the door will not be one that | have to taketion if it is closed or sold?
up. I need some resolution of this matter and quite clearly it The Hon. S.J. Baker: The normal circumstances would
will be resolved. prevail as they are Government employees. That matter will
The Hon. FRANK BLEVINS: | am not sure what that be discussed in the very near future, and it will involve the
means. Does that mean that the Government does or does mpartment of Industrial Relations as well as the Asset
take into account regional employment opportunities? Management Task Force. The question is whether those
The Hon. S.J. Baker: | cannot speak more plainly or people would wish to relocate to Adelaide, and that for most
clearly to the honourable member. | said quite clearly that, ibf them would not seem to be a viable alternative, or whether
this was not an issue, | would have closed the doors on dag separation package would be appropriate.
1. I have said | understand what the honourable member is The Hon. FRANK BLEVINS: They are not going to be
talking about. | want a result that will provide some oppor-sacked, are they?
tunity for the employees concerned. The taxpayer will no  The Hon. S.J. Baker:That is not on our—
longer be the subsidising agent for its continuation. | made The Hon. FRANK BLEVINS: Thank you. | refer to the
it quite clear: if | did not have any regard, | would have poker machine legislation. Whilst it is early days, has any
closed it on day 1. | do have a regard and we are pursuing:port been done by whoever is involved in the department
options that might give it a future. One might think that it canhandling the small but absolutely crucial area of the poker
survive simply by getting Government contracts which itmachine legislation, with a view to either State Services
cannot perform in the same way if it were put out into thegetting out of it altogether—there may be a more appropriate
open market. It does not have a long-term future unless it caBovernment agency to handle that area—or modifying the
get smarter and better at what it does and provide a servigegislation to make it a little less cumbersome? If no thought
which is competitive. It cannot continue to be propped up byhas been given to that to date, because it is early days—

Government. _ although we have been wrestling with it for about 12
The Hon. FRANK BLEVINS: So Governmentwill not months—will such a report be forthcoming and be made
give financial consideration to regional employment? available to members?

The Hon. S.J. Baker: | could go back to what the The Hon. S.J. Baker: That decision is obviously political,
previous Government did on this front over a long period ofand the issue of whether we want those early mornings visited
time. Its record is not particularly smart, quite frankly. To again with the bizarre amendments that resulted out of our
suggest that suddenly the Government has no regard fist effort in particular areas is an important question. We
regional employment when we are talking about the Stateertainly are looking to the control authority, because there
Clothing Factory is a particularly long bow for the honour- really is not one that has an umbrella responsibility. We have
able member to draw. a number of important players in the process, one of which

Mr CONDOUS: In addition to the services that State is State Supply, which handles the provision of machines and
Forensic Science provides to Government agencies, which is an important component. It deserves a big pat on the
understand that in certain circumstances it provides assistanggck for the way it has dealt with this situation, which has not
to business and the community within South Australia. Whabeen particularly well-handled by the manufacturers. Other
are the details of this assistance? players include, the Liquor Licensing Commission, the Police

The Hon. S.J. Baker:The State Forensic Science has hadCommissioner, the CSA, and the Minister, whom the
a particularly proud record. Its approach to technology an¢honourable member kindly designated as the Minister
scientific excellence has been proven and in many instancessponsible and who is trying to work his way through the
its efforts have spread beyond its Government-determineshinefield. Also, the IGC does the monitoring and the Bull
responsibilities, examples of which can be found in forensi®rganisation carries out the maintenance. If we had our time
cases in civil litigation. Recently a paper dealer asked for agver again, we would have devised something far simpler and
analysis of a sample of paper which was being supplied aar more effective. To that end, we are looking at—
recycled paper and at a low cost by a competitor. The analysis The Hon. FRANK BLEVINS: Except it would not have
showed that the sample was in fact virgin fibre papergone through the Parliament.
resulting in a decision in favour of the dealer. So, whilstthe  The Hon. S.J. Baker:Yes, | guess. | am more than happy
skills and the equipment in South Australia meet the immedito put it on the list of items that should be subject to possible
ate imperative required by the Government, they can alsggislative change or canvass options in that area but, if the
provide a service that is somewhat wider. honourable member has a particular preference given his

Another example is the work carried out in testingprevious responsibilities, | would be pleased to hear from
parentage, for which there is a consistent demand. Somgm.
fathers do not believe that the child is of their making. The CHAIRMAN: There being no further questions, |
Unfortunately, it is a very cruel world and it happens. Forgeclare the examination completed.
example, mothers are seeking support for children, disputes
occur over wills and estate settlements, and fathers are
seeking access to children. In the past, testing in this area
could not give strong indications of paternity, but now with
the use of DNA technology a person can be immediately Office of Information Technology, $11 989 000
excluded as being the father. If he is not excluded, the odds
are in the order of 99 to 1 on that the person is indeed the Departmental Advisers:
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Ray Dundon, Chief Executive Officer, Office of Informa- savings target, and ultimately the charge out to each of those

tion Technology. agencies will be directly to those agencies. | think that is
Philip Higgs, Manager, Financial Services. important to understand. There will not be a big line.
Steven Taylor, General Manager, Operations. Information technology is a separate item, with the decreases

over time then being shown.

The CHAIRMAN: | declare the proposed payments open  There is no doubt that savings from this area should have
for examination and | refer members to page 53 of theaccrued to Government a long time ago and, in fact, they
Estimates of Receipts and Payments and to pages 89 to 96Have not gone in that direction: quite the opposite, particular-
the Program Estimates. ly with respect to software developments, as the honourable

Mr FOLEY: | make the comment that the Treasurermember would appreciate. The cost of hardware has come
thought he had drawn the short straw in having responsibilitlown over a period, so that when people have bought new
for pokies. | suspect the Premier has done the Treasurer amachinery they have had the benefit of that, but the software
even more significant favour by having him responsible forapplications and the lack of professional contractual arrange-
the Premier’s brave move with information technology.  ments have inhibited the capacity to achieve savings in

| refer to the announcement yesterday of the majoGovernment. This is one of the issues addressed by the
supplier of information technology services being EDS. Theoutsourcing arrangement.

Opposition has pursued a line of questioning now for some Some of the savings will obviously start to flow more
nine months that was essentially very simple and consisterfreely after we have the system bedded down. In the first year
The Opposition believed that the decision two days prior tmf the contract we do not expect to see significant savings,
the last State election to put an in-principle agreement isimply because getting each component of Government
place with IBM was fundamentally flawed and was nothingtogether will be no mean feat in itself. Ministers have already
short of a political stunt. The Opposition has been vindicatedaid to me, ‘You won't take those savings away from those
in that line of questioning. We received quite significantagencies, will you?’ The issues of how that is managed and
amounts of ridicule and quite significant attacks from thethe budgetary processes will be subject to further negotiations
Premier about that. as each budget becomes due.

| have been critical of a number of senior members ofthe  Mr FOLEY: As | made clear to the Premier yesterday,
bureaucracy in this State, both of the former Government angihilst the Opposition cautiously welcomes the decision to
people still within the Government. | always knew that | wasappoint EDS, we are concerned about the enormity of this
on the right tack in pursuing that line of questioning with contract. As the Premier said, this is the largest contract ever
IBM because some of the advisers the Deputy Premier nowntered into by a Government in Australia and is huge by
has around him advising him on information technology arevorld standards. The Premier made the point yesterday that
bureaucrats of, | think, the best quality we have in Governenly one other Government in this country has even attempt-
ment and whose advice | have respected over time. | say thatl anything near what this Government has done, and that is
because the whole stunt with IBM prior to the last StateVictoria, which has done one agency in 18 months. The
election needed to be exposed and | feel vindicated that theedia and public commentators have not yet come to
Opposition has exposed that. It is probably no secret tanderstand the enormity of this whole process. We have
members of this Committee that the Deputy Premier playedomething in excess of $1 billion over a 10 year period of
a significant role in bringing back on track the whole issueGovernment expenditure in what is an unproven and untried
of information technology. | suspect it was the Deputyarea of Government activity.

Premier who pulled the Premier to one side shortly after the Whilst we cautiously welcome the steps you are taking,
election and said, ‘What have we entered into with IBM?as an Opposition we will not simply sit back and be specta-
Let’s have a closer look at it.’ tors on this issue. The role of the Opposition will obviously

I now turn to the specifics of the EDS contract and howbe to scrutinise this whole process. Is the Deputy Premier
the Government intends to manage it. How does the Govermonfident that sufficient safeguards are in place to ensure that
ment intend to factor into its whole budget papers the savingsost overruns and various other factors that arise quite
of $100 million per annum that have been identified? Howregularly in the area of information technology will not arise,
will they appear in future budget papers? How will they beand to ensure that what is essentially something driven for
itemised? How will we know where those savings are, or willcost savings will not end up being more expensive for
they simply be lost in the volumes of the budget papers nexGovernment?
year? The Hon. S.J. Baker:That is an excellent question. It is

The Hon. S.J. Baker:| think the honourable member has an issue in which as Treasurer obviously | have a very keen
given me far more credit than is due, because certainly thimterest, because if there are no savings we should not be
Premier has been the driving and motivating force, with theloing it. If those savings are not realised we should do it in
obvious support of his Cabinet colleagues, in changing tha different way. One of the difficulties that previous Govern-
face of information technology in this State. That is consisiments have faced is that agencies have negotiated or signed
tent with a number of other areas of new activity that thecontracts because they have thought it is a good idea—
Government will be generating for South Australia. It hassomebody else is doing it; they were told about savings or
been a vision and a determination to change and recognisieeir technology is wearing out and it is time for a replace-
that the world is changing around us and that we were beingient or an upgrade. There is a whole range of reasons why
left behind. That is enough of the rhetoric. However, it ispeople take on new computer applications. It has been driven
important to understand what a key role the Premier haby the agency, often by people who have no understanding
played in this process. of the fundamental flaws, capacities, compatibilities and

In terms of the budget representation, the Governmertommunication abilities of the machinery they order.
deals with it agency by agency: it does not feature directly in  That area is getting better as people start to understand and
the budget because each of the agencies has been sev@get some common platforms. But the only time we know
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whether software has worked is when it is put into operationyp to the Office of Information Technology to manage the
and there we have had some disasters. | do not need to tell tfiral negotiations and where we move from there?
honourable member the number of areas where the cost blow- | would also like to know more about Professor Mudge’s
outs have been absolutely enormous, including JIS and theackground and the Deputy Premier’s understanding of the
motor vehicles system. | could go through a whole range oéxpertise he brought to this role. | understand that the only
agencies where there have been disasters. The issue thgsiness he has worked for went bankrupt some years ago,
honourable member raises is of absolute importance to mep | was a little surprised at his appointment and his senior
and here professionalism is important. As the honourableole in the work that was undertaken. How much is Professor
member mentioned, we do have some talent in this Statéudge being paid for his efforts?
which | have grown to appreciate in terms of the people The Hon. S.J. Baker:Obviously, there are two compo-
working within OIT. nents to this exercise. They were basically kept separate for
The Hon. S.J. Baker:| certainly have: it has been quite the other, and t_hey were distinct entities. One was the issue
dramatic N.ot .or.1ly do We have people’ here who are verOf the outsourcing contract, the benefits that cou!d flow from

: ¥hat contract, what arrangements could be put in place and

good at their jobs but, importantly, we have pulled in outsiden W W " -

. . e managed the process of competitive tendering. So,
expertise. The process of contracting has never been quk% e part of thegtask for‘ée was committ%d to the informgtion
at sgrlour]sly. .Peopledha:{i just Slgr:jeddUp onhthe doLted I'E?echnology itself. The second part of the task force was
saying that it sounds like a good idea. Then, when the : : -

: .. fesponsible for the IT 2 000 vision. If the honourable member
fc?ggiar:we dd;rﬁz ng; gir;c;rhn; thhegvgntg tkheeg ha;eirr]lo r?q%egrftgmt)éoes not already have a copy of that document | can provide
roduct Theregare lent gf examples o?t%a)t/ S% we can Sﬁ%m with one, and that was the result of the work of the task
P ) plenty P T fﬁfrce involving Professor Mudge. His involvement has been

that we had a team—and Ray might be able tell you abo ore on the industry development side, with no capacity to

&?;?:m/g gtufé?nungézfgﬁgﬂd :gg:”}gh? ttrg? dejéa::zﬁgn;%rg@ake decisions but simply to act as one of the advisers to
9 P : y overnment. Members here would recognise that Craig

the advantages and a hell of a lot about the pitfalls that the : ;
- udge was one of the leading exponents here in South
had found on the way through the system. Whilst we wergustralia in the development of microchips.

generally comforted as regards the professionalism of EDS, Mr FOLEY: The company went bankrupt
we still recognise the need to get those contracts right and tie . . X ' .
them down so tightly that if they move one inch off the The Hon. S.J. Baker:Many people in Australia have

: - : ? e een excellent practitioners but have gone broke over time
middle line we have a right to claim damages or get it f'Xe(};imply because they have put their heart and soul into

up pretty quickly. Thatis a key issue, which is vital to us aS’enterprises that have not proved to be successful. We were
we go forward. ] ) not engaging Professor Mudge for his financial expertise. We
~ We have had outside help from Nolan Norton, which hagsked him to come on board because he had special under-
international experience as well as an Australian presencgganding and knowledge of changes in technology, which is
and in the legal area we have had the services of Shaw Pitmafis area of expertise, plus the fact that he had some back-
from Washington, which on inquiry we found was recognisedyround that would be useful to the Government particularly
universally as great practitioners in this area, and Technologys to where technology was taking the world and where we
rely on our own expertise, which has been the problem in thegnsultant. | do not know of any other person in South
past, and we really have to use people where we do not haygstralia more fitting to carry out that task, given his
the experience or the capacity to get it right. So, we have nqackground and intimate knowledge in this area.
relied on our own resources. We have Sought help, we have The member for Hart cast some shadows over h|m, but |
sought wider experience and looked at outsourcing arranggyggest that, in the area of telling the Government where
relations issues and transfer of data security systems. Alle would have been one of the people whom the member
those sorts of issues were looked at by the team, and theyould have listed as a potential person to provide such
came back to South Australia convinced, if they were nofnformation. He was not the only one on the task force; there
already convinced, that there was potential that cou]d be mjere other people with a variety of expertise and knowledge
but that we had to make sure that we contracted in a very, this area.
prOfeSSIona| faShIOI’I As Treasurer, | am We” aware Of hOW Ray Dundon reminds me that Professor Mudge was also
we can get socked in the jaw if we do not get it right, and wenyolved in the design and manufacture of computers in the
must make every endeavour to do so. late 1970s. He has been at the technology edge. As | said, he
Mr FOLEY: | appreciate the candour with which the was employed not for his financial expertise but to give us
Deputy Premier answered that question. He has perhageme insights into where he believed technology was taking
moved on a little further from the Premier's comments. Heus. In terms of payment to Professor Mudge, in the financial
has highlighted that there are real risks associated with thigear 1993-94 the sum is $57 000, and there are various
and as a community we need to be aware of that. | suspecobmponent parts of that. Some of it relates to consultancy,
that he has never given a big wrap to the whole IBM ap-costs and expenses associated with his involvement in the
proach to this. | have never heard him rise to the defence afonsultancy. | can provide a breakdown of the $57 000 if the
IBM, and that probably speaks volumes about the wholenember wishes. | do not know how much he was paid in
approach of IBM and the way Government and particularlyconsultancy fees and how much was paid for other services
senior Government officers have viewed all the tactics othat he was required to deliver. | can also take on notice the
IBM. I turn now to Professor Mudge and his work. What expected payment for 1994-95. | will provide that
future role will Professor Mudge play in this area? Is it nowinformation.
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Mr FOLEY: As a supplementary, Mr Chairman— in the normal sense of the word, as the member would

The CHAIRMAN: Before the honourable member appreciate. People were sought and canvassed and the best
continues, | am not sure whether the honourable member sad@mbination of talent was put together. We did not put an
he thought or was certain about Professor Mudge’s financiadvertisement in the paper, and | do not think that the
background. If the member is uncertain rather than certairmember would have done that either. We simply considered
it would be inappropriate of this Committee to do what couldwhat combination of talent we needed and who could be
be irreparable damage to someone who has no redress. | mayited to participate in that process. It was seen not so much
have misheard the honourable member; he may have said theg a competitive issue as what combination of people we
he was certain. needed to provide us with advice on this issue. | make no

Mr FOLEY: Mr Chairman, | take exception to that excuse for that. It is a process that Governments in the past
comment. Under parliamentary privilege | will choose tohave pursued quite successfully. It is different from appoint-
comment as | see fitin areas such as this. My understandirigg someone to a permanent job in the public sector.
is that Professor Mudge’s former business went into receiver- Mr FOLEY: We are talking about a key person in a
ship. | make that comment in no way, shape or form as anontract worth in excess of $1 billion and what has been
aspersion on his ability to advise the Government if thedescribed by the Premier as the largest in Australia’s history.
Government sees fit to take that advice. | am simply applyingid you receive advice from your senior bureaucratic
a line of questioning and a standard that this Government iadvisers that Professor Mudge was the best person to fulfil
Opposition made an art form. this role; and, if so, are you prepared to table that advice?

I would not be fulfilling my role as an Opposition member  The Hon. S.J. Baker:| should like to make a comment
scrutinising this area unless | was prepared and able to put drere which | think is vital to have on the record. Professor
the table all the known facts. It is important to have on theMudge was to look at the industry development opportunities
table the business experience of somebody who is advisirthat would prevail should a major company come to South
the Government on a contract worth in excess of $1 billiorAustralia and be involved in outsourcing and Government
over the course of 10 years. Pursuing that line of questioningomputing. Professor Mudge had no intimate dealings with
further, was Professor Mudge involved with the thenEDS or IBM on the issue of who could provide the best
Opposition in discussions with IBM and the work that wasservice. That issue was not looked at by Professor Mudge.
undertaken just prior to the last State election involving thel'he issue relating to the contract with EDS and the savings
in-principle agreement with IBM? and how it should be done was not put in the general area of

The Hon. S.J. Baker:The answer is clearly ‘Yes’ to the responsibility of Professor Mudge and his team. Professor
extent that at the time of the launch Professor Mudge waMudge and his team were to look at the development
called upon to comment on the wisdom or otherwise of thabpportunities that could prevail in the circumstances that we
proposition. At the time he was one person who said that thiare outlining.
was the way to go forward. | cannot remember his exact He was looking at development opportunities. He was not
comments, but he had been consulted because we httere to give EDS, IBM or anybody else a tick at all. He had
determined where we wanted to be in the year 2000, oa different responsibility. So, the contract itself had to stand
whatever, on this particular issue. As regards the IBMalone. He was to look at what we could spin off into South
approach, we wanted to know who could provide us withAustralia, and what was important for South Australia’s
information and detail that would assist us in assessing thifuture that could be done in parallel or as part of the process.
proposition, and he was one of several people whose opinioidembers should be quite clear about that issue.
were sought. There seems to be some intent by the member for Hart to

I think the honourable member would have done the samattach a certain level of importance to Professor Mudge
thing if somebody had walked through his door and said, ‘Which, can | say, does not attach. We had a very professional
can do adeal, and this is the sort of deal | can do.” We wouldeam, some of them are members around this table. | could
be looking at it and asking, ‘What are the upsides for thdist the honour roll of people who dedicated a huge amount
Government, the taxpayers and the people of Soutbfhours, over weekends, well into the morning, simply to test
Australia?’ Professor Mudge was one of the people whom wéhe veracity of the statements made by various people right
consulted on this issue, and he is probably one of the fedrom the very beginning. Professor Mudge was not involved
people whom we would have consulted. | do not know whatn that process. Professor Mudge was not involved in the
his background is. | know that his super chip did not achieveengagement of Nolan and Norton. Professor Mudge was not
the success that he would have hoped, but | understand thavolved in the engagement of Shaw Pittman.
it was used and improved by other practitioners in the |wantitclearly understood that the professional determi-
marketplace to their benefit. nation of the capacity to perform, which really the whole

Mr FOLEY: The involvement of Professor Mudge prior contract revolved around—and it was made quite clear that
to the last State election and subsequently intrigues me. Wag were simply not going to proceed unless the savings were
he appointed to this task force following the State election byhere—was not in the province of Professor Mudge. His
the Premier or by you, or was there due process in terms @ésponsibility, in conjunction with the members of his task
an appropriate selection panel appointed to select him? Wifbrce, was to look at development opportunities. If we can get
you explain how Professor Mudge was brought into thighat right, we can withdraw from the notion that Professor
position so quickly after the election? Mudge had anything to do with this $1 billion contract, quite

The Hon. S.J. Baker:As | explained, Professor Mudge frankly.
was consulted prior to the election. We wanted some Mr FOLEY: | have heard Professor Mudge speak on a
information which we could not produce from our own number of occasions. | am not sure whether the 300 or 400
resources and had no capacity to answer. Subsequent to theople who were at a forum that | attended would totally
election, a task force was formed, of which Professor Mudgagree with that assessment of the role of Professor Mudge.
was a member. That did not go through a process of selectidProfessor Mudge was a key player prior to the election when
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the in-principle agreement was announced with IBM. Shortlythat the members of the team were not disappointed. We got
after the election Professor Mudge assumed a senior role mbetter deal out of EDS, and we are very pleased with that.
the unfolding of this whole issues, and he was paid $57 000 | do not know that we can keep kicking IBM. IBM was
for it. With all due respect to Professor Mudge, it is aquite capable of performing on contract and delivering
legitimate avenue of inquiry for the Opposition to establishsignificant savings, but there were some areas of superiority

what link, if any, existed. . of EDS that were important. There were also significant
The Hon. S.J. Baker:Certainly. | do not have a problem advantages to EDS because of its desire to use Adelaide as
with that. its regional base. Some of the benefits that flow from that

Mr FOLEY: | am not casting aspersions on Professolarrangement are really very compelling. We did satisfy
Mudge. | am simply putting fact on the record and trying toourselves on a whole range of issues in respect of how the
work all this through. Are you aware of any link, involvement two companies rated, and we were satisfied with both
or association between Professor Mudge and IBM? companies on a range of issues. However, overall, EDS

The Hon. S.J. Baker: My only knowledge about satisfied us more than IBM, and that should be clearly
Professor Mudge is that he has dealt with IBM in the past ininderstood by this Committee.
his professional capacity. | am not aware that he is a share- \y FOLEY: We are at one on that. You are reinforcing
holder or has a particular interest or anything in IBM. | amye point | was making. | am not casting aspersions on IBM's
notaware of that being the case at all. If | look back over the apacity or ability throughout the world. However, the best
events of the past nine very hectic months in this area, fromyyice the former Government was given repeatedly was that
where there was a declaration of some understanding betwegihat IBM was offering to the former Government was not
the Premier and IBM, and then we reflect on where wegficient for it to enter into any long-term arrangements. The
finished in respect of the contract we are about to involve,5int | made was that. in the past nine months, with that
ourselves in, one must say that there have certainly be%ﬂvice, knowledge and understanding that we had as an
some changes because of the information made available @bposition, | felt at the end of the day that IBM would not be

that issue. able to deliver the best proposal to Government, and | was

_ If the honourable member suggests that there was SomMgqyen correct. | do not think that you and | are that far apart
distinct linkage in respect of IBM, | would ask the member g, that.

to consider where the decision finished over that nine month | suspect the underlying point is that you have come along

period. If that strong commitment was made in the first plac%vay from 13 December. | suspect that IBM should do two
and there were all these powerful people telling us we had tﬂ]ings. First, it should hot repeat the mistake of getting

s;iclgft.olBM,og rgflr]ection we hao\ll_?fsomethinﬁ thatis highl?’involved in a cheap political stunt two days before an
significant and with a partner different to the one people, .. . :
: : : : election. Secondly, IBM needs to review—and | am quite
perceived we were in bed with. Accusations made about pa¥fappy to say this publicly—its whole style of lobbying, both
offs and various other things at the time were totally untrue position and Government, and it could well do with a

e e bt e out fhose managers nvlved. i any way,shape or
’ m, in dealing with particularly South Australian Govern-

then you can understand the integrity of the process. ments over the past couple of years. In fact, | suspect the

Mr FOLEY: That is the very point. Where we were on :
13 December 1993 and where we are today are significa’mtfi/lean out began four weeks after the last State election.

different areas, and that has been the line of questioning thﬁ | say to the Deputy Premier, “You are doing something

Opposition has pursued from day one, that is, the IBM de at no other Government has done before.” Why has no other
simply does not stack up. We knew the advice you would b tate Government done what you have done? Why have you

getting from your senior officers. They would have been®€€n willing to put at risk more than $1 biIIi_on of expenditurr_e
telling you it did not stack up, and over time we have beerPVer @ decade when even the great Liberal conservative
vindicated, because it did not stack up. EDS was clearly thgEformer Jeff Kennett can do only one agency in 18 months?
more superior supplier of the service you were after. OuVith respect, | suspect Jeff Kennett has a few more runs on
concerns about the whole quantum of the work you ardhe board in terms of bold and strident reform, yet he has
outsourcing at the end of the day may not stack up. reformed only one agency in 18 r_nonths while you are willing
The Hon. S.J. Baker: You are making a point about 1BM. 10 do the whole of Government in 9 or 10 months.
We had a team of people who went to various venues around The Hon. S.J. Baker:The answer has three component
the world and looked at the arrangements being made by IBMarts. The firstis the determination by this Government, the
and EDS. Again, | think the honourable member needs &remier, the Deputy Premier and the whole Cabinet to see
briefing on this issue because | do not know that he caflramatic change in this area. | do not want to be as patronis-
conclude that the IBM deals done by all these varioudnd as the honourable member was in his reflections on the
agencies around the world have been duds. In fact, itis quiteeed for change for IBM. | would simply say that South
the opposite. Australia has been left behind and it has always had this
What they found was IBM and EDS are the best twoterrific capacity to perform and out perform the rest of the
companies in the world. Whether we drew the conclusiortates, and this is one area that we looked at well before the
ultimately that our best interests and the best interests @iection. We said there was great opportunity and it will get
South Australians were served by EDS rather than IBMbigger rather than smaller. As to where Jeff Kennett spends
which is the conclusion we drew, should not take away fronhis energy and where Dean Brown spends his energy is a
the fact that we were dealing with the two most capablénatter of conjecture. In 10 years the history books will
companies in the world, and it would have been possible tgetermine who was right or wrong. | suspect Dean Brown
do a deal with IBM which could have been to the benefit ofwill get more accolades for the changes in which he has been
South Australia. As it turns out, because we had a look afivolved.
IBM'’s performance in outsourcing arrangements, | suggest The Hon. FRANK BLEVINS interjecting:
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The Hon. S.J. Baker:l suspect that that is what historians ~ The Hon. S.J. Baker: Existing contracts will continue.

will write as a result of our determination to be relevant and refer to an item | am dealing with, that is, the Masterpiece
important in this area. That is our determination, and JefSuite, which is to be used for our accounting systems. We
Kennett has other priorities because he obviously put muchave not stopped because we have outsourcing on our hands:
energy into knocking off the Grand Prix and other areas. Hé¢he requirement for that to continue remains. It will be put on
likes to fiddle in the arts and play with casinos and beexisting systems. It will then be taken under the wing of the
involved in other areas of enterprise. That is fine. He has beasutsourcing agent, EDS, and translated onto other common
successful in those ventures, one would assume. We aléormat. Obviously machinery will change over time, the
assume that the budget seems to be holding up well, and tfiermats will change over time, and it will be the responsi-
AustralianFinancial Reviewand theAustralianhave given bility of the outsourcer to ensure that Masterpiece works
him and Alan Stockdale gold stars for their efforts in recenproperly—as well as the person selling us Masterpiece—and
times. He can be pleased with his achievements. Here wbat the data needs of Government are satisfied in the process.
have said what we need and what we need for change, and Waey are the demands we will be making. We have not
have determined what the volume of business should be. stopped Masterpiece simply because we are outsourcing.

That involved much vigorous discussion over three or four AS the honourable member would recognise, we have a
months in determining what was the critical mass—what we&/ariety of systems and a variety of contracts in place which
really needed to do, first, to get coordination in this area s@'€ 0ngoing; they will continue to be satisfied. Regarding
that we do not have the stupidity that we have had in the padthat piece of machinery they will be on in two or three years
and, secondly, to achieve a size of contract so that we can g@d whether they will be amalgamated with other packages
leverage into other areas. That involved considerable debat@ Make them work better, those sorts of changes will take
and conjecture over a period, and every issue has been hofNace as a part of the contract with Government, but we are
and freely debated by our professional and OIT adviserd]Ot stopping contracts. We have certainly slowed down in
people who were called in by the Cabinet subcommittee angertain areas, bec_ause we are not satlsfled that some of the
everyone concerned. We have had interesting and tellingontracts entered into had been professionally negotiated.
debates on some of these issues. The slow down of contracts is really asking, ‘Do we need

Mr FOLEY: One difficulty is how the Government this, and, if we do, what safeguards are to be put in place?’

manages the process. | noted in Eieancial Reviewon the We will not then have a situation whereby we must go back

e gy and correct it because the software contract simply does not
\év:rﬁg??.? ntg?]t;h:r wﬁltcvglﬁg‘m'eszm rhﬁsz?gﬁgfggvgtr@ang together very well. Tandem is a very expensive contract.
ger. Why That is my advice: there might be some other advice that can

question? This point illustrates the complexities of imple-2S rl)rowded Ito me.TMydunders'ﬁaﬂdm% If that we cannot
menting what the Government is trying to do involve ourselves in Tandem until the whole projectis putin
: place and then we can outsource.

The Hon. S.J. Baker:There is good reason for the Health *  \r Dundon: There are confidentiality clauses in relation
Commission’s needing an IT manager. Itis in a hell of a mesg, the Tandem contract that will need to be worked through
and is probably one of the worst agencies in terms ofyith Tandem’s legal advisers and our legal advisers before
coordination and common systems. We go spare at TreasUtywould be possible to novate that contract to EDS. The
waiting for returns to come from some of the health units. Itintention is that ultimately over time it would move in that
is a difficult situation. There is a need for us to ma|nta|nway, but it will not be done as one of the early transition
control over our own destiny, particularly control over our agencies.
own needs, and not have them dictated to us by the vendor, pmr FOLEY: Will the Deputy Premier provide a schedule
and this requires people with contract experience in place. Wef consultants, the costs associated with those consultancies
have to have people involved in applications of the agenciegat have been expended to date, the consultancies expected

remaining in those agencies for the processing and introdugg pe used in the forthcoming financial year, and the detail of
tion of new software applications and packages. There wilkch brief?

be movement on such issues, but Government has to control The Hon. S.J. Baker:1 am happy to take that question on

itself and the process. We will not suddenly see 1 000 IThotice. As you can appreciate, there are some contracts that
people marching out to The Levels. A segment of Governsitil| have to run. Everyone has had a brief; some run into
ment will go, but a component of Government which existspages, and | am not sure we want that to fillignsard The
tOday iS abSO|Ute|y essential to te” MiniSterS, ‘These are Ouhonourable member can raise |t in Par“ament |f he |S
information needs and this is how we believe they should bgjssatisfied with the terms of the brief. We can provide the
satisfied.” How they will be satisfied will be subject to jnformation about consultants, the general area of work for
negotiation between us and EDS. The Health Commission ighich each consultant was responsible, and whatever
in great need and at this time it is a good idea. information is available on the contract consultancy that the
Mr FOLEY: Again to illustrate the problems that we honourable member would require. There might be some
have, the EWS is just putting in place a $30 million computerconfidentiality with existing contracts until they are through,
and ETSA is investing millions of dollars in its infrastructure. but | will get Mr Dundon to look at that and we will provide
Is the Deputy Premier now instructing all Governmentwhatever information we can.
agencies, particular statutory authorities where it is some- If the honourable member has any questions, we would be
times a bit dubious as to how much power the agencies wilhappy to answer them. It can be placed orHla@sardrecord
allow the Government to exercise, that no further contractso that the honourable member will have some idea of the
will be entered into? What is the status of existing contractsotal costs of each consultancy and the general brief associat-
such as those that the JIS has with major suppliers aned with each consultancy—and any documents that may
providers of services, the courts and various areas daissist the honourable member in understanding why that
Government where major contracts are in place? consultancy was raised.

ing for a senior IT manager when the whole future of IT is in
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Mr FOLEY: When will the public of South Australia, offered me on at least three or four occasions an opportunity
through the Parliament or whatever process, be made awaii@ briefing on particular issues, and | satisfied myself on
of the full detail of the contract with EDS and exactly what those issues that the matters were well in hand, so | had no
the Government expects? Whilst | appreciate that now migHdifficulty. In other areas, we were just wiped off the board
not be the appropriate time to provide that information, land no information was provided. | am giving the honourable
would hope that there is a forum in which we can have fullmember an undertaking that whatever information does not
and open scrutiny of what is the single largest contract everause distress to the vendor will be made public.

entered into by State Government in this area. We are dealing in an open marketplace, and it is obviously
The Hon. S.J. Baker:| know it is a technical point, but jmportant that the interests of all parties be protected.
there is no contract in place. We are now going into thgqowever, that will not be to the exclusion of the issue itself,
process of due diligence in order to sign on the dotted line @hich is that South Australia has to do well under this deal,
contract which provides the sorts of benefits that we havgnd we will ensure that it is put in place. That is the best
talked about in the public arena. There are some issues thgtsyrance | can give the honourable member to date. If,
the honourable member would respect. | am more than hapmetween now and when the contract is finally determined, the
to give the honourable member whatever private informatiomonourable member wishes to provide me with a list of areas
we can make available. There are some issues that thg curiosity or areas about which he feels dissatisfied, | can
honourable member might wish to contest publicly, and | d@ake advice on that and be prepared to provide such infor-
not have a difficulty with that. Regarding the extent to whichmation. He can certainly ask me across the floor any time he
we can provide the honourable member with any informationikes how we are going to the point where | can indicate

during this due diligence process, | point out that it will notyithin a month or two where we will finish the contract, so
be satisfied this side of Christmas. | have a particular timeye can think seriously about those issues.

frame, somebody else has a different time frame, and we all Mr FOLEY: I think | will do that. | am able to get far

agree about what is an appropriate time frame given th(raﬁore information from the Deputy Premier than | am from

issues involved. ' : .
On the various time frames we hope that the contract wilrhe Premier, and | certainly acknowledge that. April next year

be locked in by April at the latest. | would like to think that Se?cIJrr]: tmgr(]jtgzl %V\gyr’l §unn(1rlrt1 ;23”:,[5 Stg e?r?sa :2?22&?; ,?Otgg\? o
we could actually have it satisfied by December, but as y ' P

| have not actually talked to my troops, who have gone ad the pronouncements that were made by the Government

X L . in the past 24 to 48 hours about the significance of this matter
through a fairly strenuous period in recent weeks sorting ou nd its impact. If a contract takes eight or 10 months to

the negotiations, so | have not actually discussed this with th S . .
people concemed. They are far better placed than | to Sa§onsummate, it indicates that the degree with which you have
‘It's going to take a little longer than you first thought.’
The Hon. FRANK BLEVINS: Or more expensive.
The Hon. S.J. Baker: Or be a little more expensive, as

the honourable member quite rightly points out. We have n

greement between the two parties is minor, and that there is
indeed much work to be done to get that deal to a stage where
it is anywhere near being an agreement set in concrete. Can
A§:e Treasurer elaborate on that? | am somewhat surprised that

actually had these discussions yet, so | could be right out o e Government would make such a fanfare, and trumpet the

court in saying that | thought originally that the contract could chlevem_enr: of something that will take the best part of a
be signed by December. My latest advice is that it will have’ €& to stitch up.

to be April, but | have not actually discussed that issue. At The Hon. S.J. Baker: | congratulate the honourable
that time the major ingredients of that project will be member, because he has not said that what the Government
provided for public debate. Obviously if EDS has gone into!S doing is a bad thing. | appreciate and respect the point of
bat in our arena it does not want everyone to know what th¥iéw he has put forward. I must admit that he has said it is all
batting order is and what sort of deal it has signed up, as th&€ing done in a bit of a rush. That is not consistent with his
could affect future negotiations in other areas. So, we willatest surmise about the time taken for the process. The time

have to be a little circumspect. | will see if there is some way@ken for the process is of the order of three months. The
around those particular issues. issue is the extent to which both parties are now capable of
Basically we cannot reveal certain issues to the marke@0ing ahead and progressing through a very extensive
place because that would be inappropriate, but | can give @{OC€SS- Somebody said that the first part is easy, and the next
assurance to the honourable member that, if we can provide@'t is really tough in terms of the involvement. What you
him with what he needs to appreciate fully that we arghave to do is stitch up a contract on every service that is being

actually doing a good deal for South Australia or otherwiseProvided and reach an agreement. There are 140 agencies
we will do so. involved. Each of them has to be visited, each of their daily

Mr EOLEY: | can still hear the shouts across the'éduirements has to be worked through, and agreements have

Chamber from the Treasurer when he was in Oppositiof be reached to that level. It is a very intensive process.
about commercial confidentiality and how outrageous an In the next month the Government will be planning for
excuse it was for Government to use that as a reason not tbat process to make sure that the check list of contract items
disclose information, but then politics is much about hypocrithat have to be satisfied are listed; that we have a clear
sy. understanding of the arrangements to be put in place; what
The Hon. S.J. Baker:| have given you an undertaking the get-out and penalty clauses are, etc. All those issues have
and that is more than | ever got out of the former Governto be thought through during this period. The next month or
ment. If it had not been so confidential we might not have hado will be spent planning that process. From November—
the extent of the disaster that we experienced. | have offere@member that we are into the silly season and probably one
private briefings for any individual, including the shadow or two people will miss out on Christmas because in America
Minister. If there is an issue about which people want somehey actually work over Christmas—through to February we
satisfaction, | will arrange a briefing. The former Treasurewill be going through due diligence which is on the time
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frame that we had previously discussed, and in March we wil$$10 million. | can think of a hundred ways of saving
be finalising the contract negotiations. $10 million.

It is basically a three month due diligence process. | did The Hon. S.J. Baker interjecting:
not appreciate the level of planning required to make sure that The Hon. FRANK BLEVINS: Don't interrupt: there's
every time we write a contract on provision of service it is ag10 need to be rude just because you're feeling the heat a little.
watertight as is humanly possible, that it contains performThe issues in this are extraordinarily serious; the privacy
ance standards, and that we reach agreement on all tkgsues alone are extraordinarily serious. The issue of tying up
essential issues. It is a very intense period, and the peop#® much of the Government's budget and ability to operate
who have undertaken some hard work in the past months will this area with one company is enormously important. What
also be involved in some very extensive and intensive workloes the Government think about having parliamentary
over the next few months. scrutiny of the whole issue by the Economic and Finance

The Hon. FRANK BLEVINS: The press release issued Committee or perhaps a select committee of both Houses so
yesterday had some pretty hard figures in it—$100 milliorthat thesg issues can k_)e_|dent|f|ed?_There is th_e gquestion of
savings over 10 years. Can the Treasurer inform the Commigommercial confidentiality and private briefings being
tee or let it know later how that was assessed and explain tf§fered to certain individuals. | am not sure where that leaves
figuring on which it was based? | refer also to the extra jobsthe public. I think this area lends itself to being scrutinised
From memory, | think 1 300 extra jobs were referred to putPublicly. ) )
| know that in news broadcasts the Premier tends to up the 1he Hon. S.J. Baker:On the issue of privacy, | should
ante a bit. | hope the figure was not plucked out of the air. Pave thought that this might solve a few of our innate

would appreciate it if the Treasurer could provide all theProblems. The honourable member should understand just
figuring leading to the press release. how bad the system can be at the moment. Some of the

encies are very good, but others are very bad, and access

s not really been addressed in a professional manner, and
HFither has privacy. | know that the honourable member
yawns when we say that the CIA has done it and social

curity and veterans’ affairs in Britain have done it. All these
other non-sensitive people have done it, but it still remains
an issue. | think this is one issue that we can put to bed. We
set the requirements of the system and the outsourcer has to

. The Hon. S.J. Baker:| will give you a skeletqn and Ray comply with them. They are professionals and they have dealt
will talk about the process of the negotiated price and wherg ' ot as sensitive information as we will produce in any
the $100 million comes in. The negotiation took place oVelot our systems

a period of time. The point at which those contracts were due | keep hearing this rubbish about privacy. For goodness

to finish was last Thyrsday, and we did not ‘?O"‘.P'ete .thesake, there is more capacity to be non-private about the
contract until early this week. That meant a fairly intensive., ot system than would naturally prevail under a profes-
effort. On th_e information be'F‘Q proces_sed, the basis was thSqonal outsourcing arrangement. This is the Democrat
:(eV(taI of savm%]skEDS ;/vas W'”'n% tlc:)_gn{Ie us.hA nEr[’r;ger o.gargument. | bless the member for Giles with more sense than
‘ac ors were taken into account. Finally, when S&l%ihat, but it seems that he has been talking to his mates in the
Look, this is what we are going to contract for, and we areupper House who do not know too much about it at all, and

talkéngtabo;t_t$10(t) m|II|onta y:aar ' ElDSI ?.Ut a prlcedon Sheis taking up the privacy issue as being of importance. Itis
product and Its net present vaiue calcuiations were done Qi 4 jssye. Ifitis an issue, we will ensure that the standards

the price as we ran through the nine years of the contract a?gije comparable with the best that prevail. We have a much
the savings target to be reached.

. better chance of controlling privacy under this arrangement
So, under the net present value of that expenditure Wg an we have had in the past.

derived a value of savings in excess of $100 million. Those ' The second issue relates to the level of scrutiny that should

calculations were obviously subject to scrutiny by a numbepreyail. | do not know what point the honourable member is

of parties, including the Treasurer, who had a look at thengg|king about with regard to the scrutiny that prevails now.

atthe end of the day, to ensure that there was some corregf-gppears that he does not trust the Auditor-General or the

ness in the process. A number of parties were involved in thg oyernment. He does not believe that the Government should

process, and the dollar costs over that period were estimat@ghke decisions without the Parliament sitting alongside.
and the savings calculated. The key to that whole issue isto The Hon. FRANK BLEVINS interjecting:

ensure that those savings are translated into the componentThe Hon, S.J. Baker:Well, that's right. | spent 11 years

parts of the contract. That will be subject to due diligence_ir]n Opposition watching you lot trash the State. Now you want
the final contract. The component parts have to be compatiblgsmeone to come alongside and do the sorts of things that |
with the term end point savings. That is the issue of th§yanted to do then. The responsibility of Government still
$100 million over the life of that contract. prevails. The Committee, by its own resolution, can take on

On the issue of scrutiny, the Auditor-General has takefssues of importance. The idea of the Opposition sitting as a
great interestin this project and process, so we hope that theatchdog of the Government after what it has done to the
chief watchdog of the State remains satisfied with theState I find hard to stomach. | have not given much thought
procedures and processes we are following. Thatis the isst@ it other than having the Auditor-General on board as
of the savings targets, but perhaps Ray could provide angomeone watching over our shoulder and providing appropri-
addendum or critical advice which | have left out and inate scrutiny.
which the honourable member would be interested. Mr FOLEY interjecting:

The Hon. FRANK BLEVINS: It seems to me to be an The Hon. S.J. Baker:The Auditor-General did not do the
absolutely extraordinarily complex way of going about savingState Bank. The Auditor-General said that the reason why the

How will we be able to assess these savings at the end
12 months, two years and so on? In other words, | assu
that we are establishing benchmarks now. We have broug
all this material together so that we can put out a pres
release, and then we have something in place to measure
savings. If the Deputy Premier would supply us with that
information, it would be appreciated.
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State Bank went down for the count was that he had not dorlecked and sealed and the bolt was closed to everyone who
the State Bank. wanted to look in and find out where the mess was. There are
The Hon. ERANK BLEVINS: | find that answer Obvious issues of confidentiality that have to prevail in the

alarming as well as disappointing. | find it alarming that theCircumstances. _ o

Minister should suggest that privacy is not an issue. | can tell The Hon. FRANK BLEVINS interjecting:

him that privacy is and will be an ongoing issue. Until such ~ The Hon. S.J. Baker:|f the honourable member, when
time as the Government is prepared to front the Parliamertfiose contracts are in place, wishes to pursue inquiries about
in a proper manner and make sure that Parliament has dfie workings of the outsourcing arrangement, | do not have—
these privacy issues sorted out, it will be of ongoing concern  The Hon. FRANK BLEVINS: Itis too late then. | want

to the Opposition and to the community. It may not be to thet before the contract.

Treasurer, but it is to everybody else. My question was quite  The Hon. S.J. Baker: For crying out loud, given the
clear. honourable member’s penchant for making financial blun-

. ders, | would not have thought that his involvement—
The Hon. S.J. Baker:l am happy for that debate to occur. ' LS L
The standards that are laid down will have to be adhered to Tne Hon. FRANKkBL_E?]/IN.S Interjecting:
by the vendor. | am more than happy for the debate to occur. "€ Hon. S.J. Baker:That is outrageous. .
It does not happen to be one of the major issues, as has been 1€ Hon. FRANK BLEVINS: So you do not believe the

proved by professional arrangements in other jurisdictions, arliﬁlment has a ro:? in p.rivac%]/ issueﬁ orin tTeSE‘; contexts?

but it is an issue that has to be satisfied. | agree with the . 1€ Hon. S.J. Baker:Given that we have only about one

honourable member. minute to go, | might take the time to acquaint the honourable
The Hon. FRANK BLEVINS: | am pleased that the member. He is very well aware of the role of Parliament. He

Treasurer had some reflection on his previous words Ithin.s also very well aware of the decision-making process of
> P : overnment. The facts of life are that the Auditor-General is
he will be embarrassed when he re&tfnsardtomorrow.

The question of Parliament sitting there watching Govern%vgsg :rl Tg stgei npr?rf:tstsh g eAra/ dﬂglrg-]g::]yérgl ?Qemg(;rll(yrable
ment as somehow being something that is not desirable, | find The Hon FyRA?NK BLEVINS interjecting:

that an appalling attitude and | hope that nobody will support The Hoﬁ S.J. Baker: | have not actu.ally seen the
the Treasurer in that. My question was a very simple ON&.\ amber for. Gi.le.s havir{g any expertise in the area of
Would the Treasurer or the Government have any Objedio{bchnology.

to e;_JmInt Isele%t_] comm|ttt?etcr)]f the_ Parllz_slment into th:ls arfr?, The Hon. FRANK BLEVINS interjecting:
particuiarly with respect to the privacy ISSues as wellas e e gy 5 3. Baker:Well, you have been abusing your

other issues that have been raised, or a standing committ Avi : : :
- L ’ . . vilege all night. You have not stopped yapping since the
of the Parliament, whether it is the Economic and F'nancéwomentyou walked in here. At some point with the honour-

i i i ?
Committee or whatever is appropriate? able member—

The Hon. S.J. Baker:My attitude is that Parliamentis  The CHAIRMAN: | apologise to both members. | have
there to scrutinise the role of Government. The honourablg) end the session. Itis 10 p.m. | declare the examination of
member was suggesting earlier that, ‘We want to be in thene vote completed. | thank the Deputy Premier and his
pockets of Government, making decisions for it and beingssistants for their attendance; members of the Government
involved in the decision-making process.” We are in thezng oppossition for their astute questioning; and members of

process of making decisions. At the end of that process, if theansard and the table staff for their attention on the
Parliament feels that it should—and | do not have a difficultycommittee.

if it feels that it should—or if the Economic and Finance

Committee feels compelled to—which it can do under its own ADJOURNMENT

motion anyway—review certain aspects of the contract, that

is appropriate. | do not have a difficulty with the issue of At 10 p.m. the Committee adjourned until Thursday 15
scrutiny. Half the problem previously was that the doors wereSeptember at 11 a.m.



