HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 171

To achieve them, the State needs to have significant
HOUSE OF ASSEMBLY increases in the level of investment, productivity and

profitability. The Government's aim is to improve the
Tuesday 27 June 1995 business climate to make it more conducive to profitable
business activity and facilitate the development of new export
ESTIMATES COMMITTEE A markets. The economic imperatives, as we see them, are to
restore the health of the State’s finances by reducing the debt
burden to manageable levels (the strategy is on target in that
respect), to broaden the economic base of the State and to
provide greater certainty for the delivery of essential services.

Chairman:
The Hon. H. Allison

Members: ; i
Mr L.E. Evans The economy has recently shown promise of recovery in
Mr K.O. Foley areas where the recovery is sustainable. Over the year to May
Mr R..G-. Kerin 1995, total employment in South Australia increased by

approximately 13 000, whilst private sector investment in
plant and equipment over the year to the December quarter
1994 increased by 33 per centin real terms. Whilst there has
been strong growth in private investment, the latest ABS
figures indicate real gross State product has remained static.
The ABS has noted, however, that its GSP figures are subject
to revision. In fact, ABS officials flew from Canberra and had
discussions last Thursday with Treasury officials in South
Australia. GSP growth is expected to average around
3 per cent next year as the restructuring of the economy takes
Witness: full effect.

The Hon. J.W. Olsen, Minister for Industry, Manufactur- ~ T0 assist in achieving the recovery, the Government has
ing, Small Business and Regional Development and Ministerdopted an economic development strategy comprising five

Mrs E.M. Penfold
The Hon. M.D. Rann
Ms P.L. White

The Committee met at 11 a.m.

for Infrastructure. key elements: enhancing and developing competitive South
Australian enterprises which are responsive to changing
Departmental Advisers: international demands; building an attractive business
Mr John Cambridge, Chief Executive Officer, EDA.  environment; encouraging new investment; improving
Mr John Frogley, General Manager, Prudential Manageproductivity and encouraging innovation; and improving
ment. infrastructure.
Mr Jim Hallion, General Mangager, Group Planning & The Government understands the need for South Aus-
Coordination. tralian companies to continue to develop a strong export

Mr Geoff Marlow, General Manager, Group Services. Culture and the role whi_ch dedicated export marketing
Mr Bob Munzberg, General Manager, SA Centre forfesources can play to achieve the necessary level of global
Manufacturing. awareness in a company. As such, there are a number of grant
Mr John Shaw, General Manager, Business Investment@nd tax rebate schemes which are available to exporters to
Mr Don Swincer, General Manager, Regional Develop-2SSist companies to increase their overall level of exports. An
ment. attractive business environment is essential to this State’s
Mr Terry Tysoe, General Manager, Business Climate, €ffort to attract investment, strategic management and

Ms Marilyn Harlow, General Manager, The Businessmarketing know-how, technology and finance from other
Centre. States and overseas.

Mr Mike Krasowski, Financial Controller. The Government has a major commitment to improve the
operating environment for business choosing to locate in
Economic Development Authority, $26 043 000 South Australia. It will support in whatever way necessary the

Minister for Industry, Manufacturing, Small Business andneeds of local and appropriate new businesses establishing
Regional Development and Minister for Infrastructure—in South Australia. The Government has already facilitated
Other Payments, $43 215 000 a number of initiatives to enhance the business climate of the

State. As aresult, companies are starting to take notice of the

The CHAIRMAN: Does the Minister wish to make an opportunities available in South Australia and to consider
opening statement? seriously the State in their future investment plans. The

The Hon. J.W. Olsen:Yes, Mr Chairman. In introducing Government is also pursuing a range of specific strategies to
the budget estimates for the EDA | believe it is worthwhileensure a major improvement in business climate including
to make some remarks about the Government’s economalectricity tariff reductions (whereby small business now pays
development strategies with particular reference to thosep to 22 per cent less for electricity than previously) and
areas which are the responsibility of the Economic Developreform of industrial relations and workers’ compensation
ment Authority. The Government has a commitment toarrangements.
economic development as its key priority and has set several The recent turnaround in private sector plant and equip-
long-term goals and targets for economic growth. They arenent performance is strong evidence of increased business
a GSP growth of 4 per cent, private investor growth of 7 peconfidence. The investment attraction efforts of the EDA are
cent, growth in employment of 2.8 per cent and real growthdirected towards projects which will enhance the State’s trade
in export earnings of 15 per cent. They are significant targetgerformance or attract critical investment into the State.
because on average we have not attained those targets in euth Australia is targeting the projects which fill gaps in our
past 20 years. capabilities, add value to our raw materials and build value
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for new industries we aim to establish. Concentration will berevision of membership of the Government’s Small Business
on small to medium projects (between $10 million andAdvisory Board; acted as a principal negotiator with the
$100 million) based on current technologies and relationshifommonwealth Government regarding implementation and
structures which facilitate overseas market access, introduaperation of the Ausindustry bilateral agreement, to be
an international perspective to management, and encouraganounced tomorrow; and prepared an automotive industry
development of quality and service. strategy for consideration by the Government.

While the Asian market is a key focus for export develop- We have undertaken, in conjunction with Premier and
ment within the EDA, America and Europe remain keyCabinet and Tourism, a comprehensive review of the State’s
sources of investment, and this is reflected in the internationalverseas representation, resulting in a restructuring of office
business priorities of the EDA. The EDA has had someoverage and significant changes to operational methods and
notable successes during 1994-95 both from a businessquirements. That initiative culminated in the Overseas
investment perspective as well as an operational point dRepresentatives Conference, which was held in Adelaide last
view. | indicate that the EDA, during financial year 1994-95,month. Each overseas office will now have a business plan
attracted and facilitated investment totalling $331 million.and reporting requirements for representatives overseas. We
Direct jobs created from that investment totalled 4 552, withfacilitated the participation of several South Australian
a further 826 jobs being retained as a result of EDA activitycompanies in the CEBIT IT and T trade fair held in Hanover,
Potential investment projects that are in the advance@ermany, during March; facilitated the participation of 20
negotiation and feasibility stage are worth some $670 millionAustralian companies at HOFEX 95 in Hong Kong during
and there are potential new job opportunities of about 8 23May; facilitated South Australian participation in the

Examples of projects for 1994-95 include Motorola, 400Australia Today Promotion in Indonesia; organised and
jobs and $20 million investment; and Australis Mediaconducted both the Hong Kong Grand Prix 1994 promotion
Limited (Galaxy), 200 jobs by June 1995 (in fact, | think thatand the Business Asia 1995 Conference; released revised
it has passed that and is 251 currently) of which only threguidelines for private sector provision of infrastructure;
come from interstate, 1 000 jobs by the year 2000, 4 300 jobgrepared guidelines for the private sector on contracting out
through flow-on effects to the year 2000, and $30 millionand competitive tendering; prepared the bid upon which the
investment. Westpac National Loans Centre will create 90&tate won the right to host the APEC Ministers’ meeting, to
jobs in a 12-month time frame, starting with 450 jobs on 1be held in September this year; successfully organised the
November this year. The EDA is working to ensure that welndustry, Technology and Regional Development Ministers’
facilitate that start-up of 1 November. The clear outcome ofneeting in Adelaide in March; and prepared a draft marketing
the Westpac National Loans Centre will be 1 500 jobs, withand communications strategy, including preparation of
further announcements to be made in due course. With Sofaaterials relating to a major new marketing campaign.
Optical, there is a $3.5 million investment, and Transitions Physical infrastructure is critical to South Australian’s
Optical, 30 new jobs; and retention of R.M. Williams future development and competitiveness. The Government
headquarters in Adelaide, 200 jobs retained. recognises two major infrastructure proposals having a

Mr Foley interjecting: critical long term impact on the future—the rail link to

The Hon. J.W. Olsen:It will not be when the full details Darwin and extensions to Adelaide Airport. Through the
are explained. The British Aerospace military vehiclesEDA, the Government is working with the Federal Govern-
contract will involve 122 direct jobs, 100 contract positionsment and the Northern Territory Government to ensure those
and $3 million in investment; AWA Defence Industries, vital infrastructure projects proceed at the earliest opportuni-
Project Parakeet, 80 direct jobs, and P-3C Orion, 100 jobty, and we certainly welcome the bipartisan support that has
over five years; Southcorp relocation of its heating andeen evidenced in connection with those projects.
cooling division, 140 jobs and $7 million in investment;  The 1995-96 budget reflects the Government’s economic
Castalloy, $1 million in investment and 70 jobs; SABCO, 80development targets and strategies, and provides carefully
new jobs. targeted programs designed to promote economic growth and

In addition, the EDA, from an operational point of view, increase diversity in the State’s economic base. The emphasis
has collocated with the Minister’s office into Terrace Towers.of the programs is directed towards improving the competi-
That development included the establishment of the Intertiveness of our export oriented business, ensuring that the
national Business Centre to facilitate the requirements odppropriate infrastructures are available to support those
visiting international business people. It has consolidated th@dustries and that they have a competitive business climate
Government’s initiative in integrating the Centre for Manu-within South Australia to operate.
facturing and the Business Centre so as to provide a compre- For the 1995-96 year, the EDA has been provided with
hensive and integrated set of services to business that dovet##5.88 million to fund operating expenses. The Government
very neatly now into Ausindustry programs being formulatechas made an allocation for the Economic Development
in conjunction with the Commonwealth Government. Program in 1995-96 of $40.5 million. The allocation will be

The Business Centre has relocated to new premises dgargeted carefully towards key economic development
South Terrace. We have introduced a strong corporateriorities in infrastructure and industry development.
planning culture. We have established the Sydney representa- Of these funds, some $26.9 million will be made available
tive office to handle both investment attraction requirementso the EDA to support high priority initiatives, including
as well as Sydney Olympics 2000. upgrading Adelaide Airport ($10 million to be allocated to

Other achievements include the signing of the MOU withsupport funds available from previous programs to bring the
the Northern Territory Government and the development ofotal set aside for Adelaide Airport development, including
a business plan between EDA and the Department of thine extension of the runway, to $20 million in 1995-96);
Northern Territory. We have prepared a small business policgupporting South Australian companies to attain and sustain
package for consideration by Government bodies representinigternational competitiveness through tailored enterprise
small business in this State. The EDA has also facilitated thenprovement programs in conjunction with the Federal
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Government through Ausindustry; continuing to provideTerritory, Tasmania, had 3 per cent economic growth
investment incentives to key industry sectors for investmentompared to our 0.1 per cent.
by existing and new industries; providing targeted support for The latest ABS figures—and | know the Treasurer has had
regional business development; delivering initiatives to assisheetings with the ABS about them—showed a deterioration
small business growth; improving trade and representatiofiom that position in the year to March 1995, indicating that
linkages with key overseas markets; and encouragingshen the Australian economy grew at a healthy 3.8 per cent,
infrastructure and business climate initiatives which improvesouth Australia was the only State or Territory to go into
the attractiveness of South Australia as an investmentegative growth of 1.5 per cent seasonally adjusted. In three
location. of the past four quarters, South Australia has recorded
The Government has maintained an allocation of $13egative growth, and we all know that three consecutive
million in new funds in 1995-96 for the South Australian quarters of negative growth constitute an official recession
Development Fund (SADF). The SADF, administered bywhich none of us wants to see. That is why | am keen that we
EDA, is aimed primarily at encouraging investment leadingare positive in Opposition. That is why we have supported the
to significant wealth generation and the creation of long ternprivatisation of the Pipelines Authority, BankSA, SGIC and
sustainable employment. The appropriations for the 1995-960 on.
budget to the EDA reflect the Government’s commitmentto Today the Minister has mentioned a growth rate of 3 per
make economic development its key priority. cent. Last year he said he believed he could attain the 4 per
The Hon. M.D. RANN: | am pleased there was some cent per year that the Premier promised. Does the Minister
recognition of a bipartisan attitude on a range of projects. Wacknowledge that the Government will not achieve its
in the Opposition have been pleased to talk with the Prim@romised 4 per cent growth target, and what is the Govern-
Minister on a range of projects, and to talk with otherment's revised growth target to be achieved per year during
Ministers, including Laurie Brereton, about the upgrading ofits first four years in office?
the airport. Last October the South Australian Opposition The Hon. J.W. Olsen: As | mentioned in my opening
used its votes at the national conference of the Labor Partgmarks, the targets set by the Government are ambitious.
to change the policy of the Labor Party, provided that policyEven when the Leader was a member of the former Labor
change involved an upgrading of the Adelaide Airport. TheréAdministration, that Government did not at any time attain
was some degree of cynicism, particularly from the Premierthe targets we have set. | acknowledge that they are ambi-
about whether there would be any commitment from thdious. We are going through a fairly fundamental and
Federal Government as a result of that policy change. Thaubstantial restructuring and refocusing of the economy of
commitment is now in place and has been announce8outh Australia. It will take some time for the investment
publicly. We have also been prepared to talk to Federalvon last year to find its way through the figures and be seen
Ministers on behalf of the State Government, and on behalfvithin the community of South Australia. Those projects
of the State, concerning the Orion refurbishment and otheénclude Motorola and Australis, with its new building to be
defence industry matters, and also with Neville Wran,opened in the next month or so, which is currently streaming
Chairman of the Darwin committee in relation to the Alice up to its maximum employment numbers as nominated.
Springs to Darwin railway, which would have substantial There are also the other companies that | have indicated
economic benefits to South Australia, the Spencer Gulare locating in or expanding to South Australia. There is a lag
region and the nation. time between when those commitments are made public and
The Liberal Government'’s target for economic growth iswhen the dollars are spent so that the benefits are received
‘real growth in gross State product of 4 per cent per year’, tavithin the South Australian economy and show up on the
be met in the Government’s first term of office. That is 4 perfigures. | suggest that the Leader be a little patient: we
cent each year, and that was stated in Dean Brown'’s Liberalurpassed the investment dollars we sought to obtain last
Party policy speech on 26 November 1993. | note in thesear. | remind the Leader that | previously stated in the House
comments on page 233 of the Program Estimates that, ‘Southat, between October and March this year, the Economic
Australia has historically lagged the national economy irDevelopment Authority was negotiating approximately 80
recovery but has rebounded more strongly once recovery imajor projects, and that the dollars associated with those 80
under way.’ projects have shown a 33 per cent increase (some a 25 per
Last year in the Estimates Committee, Minister Olsen saident increase) over previous figures. We will not win all those
he did not concede the point that the Government’s growtlprojects: | simply indicate that it is a far cry from the 12, |
targets would not be met, and he said that the target of 4 péhink it was, on the books when we took over in November
cent ‘is a target which we can and will attain’. | was very 1993. We are currently negotiating with a significantly
pleased to hear that and | have publicly endorsed a numbeccelerated number of companies and working hard to build
of the things that he has done as Minister, and will continueip those figures. So, | put it in that context.
to do so, because it is in the interests of the State. That The other point | want to make is in relation to the ABS
promise was 4 per cent per year in the Government's firdigures, which the Leader has concentrated on for some time.
term of office. My understanding is that every statistic included in the March
In the year to December 1994, covering this Government'§igures of the ABS had a positive outcome except the
first full year of office, South Australia fell short of that target aggregate which, of course, has a balancing or compensating
by 4 000 per cent. Instead of 4 per cent growth, we had &ctor that is put into the equation by the ABS. It is that
growth rate of 0.1 per cent. Of course, we all hope that thatvhich has brought about the figures to which the Leader has
will improve. At the same time as there was 0.1 per centreferred. | understand that even the office of the Federal
Australia surged ahead with 5.5 per cent GDP growth, anMinister (Ralph Willis) has acknowledged that there is a
over the first 12 months of the Brown Government SoutHactor in the figures at which it needs to look closely. That is
Australia had the lowest rate of growth of any jurisdiction inwhy officers of the ABS were prepared to fly to Adelaide last
Australia. Even the second slowest growing State oweek to have discussions with Treasury in relation to the
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compilation of those figures, particularly the aggregate figuretralia. Some of them had been cobbled up overnight to get
| draw a distinction between that and the individual statisticthem ready for Estimates day. In that spirit of bipartisanship,
that were released on that occasion. does the Minister stand by the Premier’s claim that the EDS
Nobody underestimates the size of the task to rejuvenaideal will ‘directly create 1 300 new jobs in the IT industry in
the economy of South Australia. It is an enormous task anouth Australia’ as well as ‘an additional $500 million in
one that will be successful only if we continue to get somezconomic activity over the next nine years'? Does the
encouragement and bipartisan support, so that industriéginister stand by the Premier’s claim on that?

wanting to expand in South Australia or industries thinking  The Hon. J.W. Olsen:| was pleased that the Leader at
about relocating to South Australia know that there is somgeast acknowledged that there was growth of 5.8 per cent in
policy certainty and predictability for their investment over gross State product for the March quarter (that is a raw
time; that they have bipartisan support in South Australia; an€éigure) which was the second highest in Australia. | desist
that we get the fundamentals right and get the operating cosfiom stressing the point, but the Leader seems to be using the

in this State down to give us a competitive advantage over thetatistics like a drunk uses a lamp post—more for propping
other States of Australia. Only in that way will we meet theyp than for illumination.
targets that we have established. The Hon. M.D. Rann interjecting:

_The Hon. M.D. RANN: In response, | point out that the The Hon. J.W. Olsen:lt is very relevant to today. The
MInIS.'[eI’WI” get that bipartisan support. He, the Minister for L eader would at least acknowledge that the performance in
Tour|§m and, indeed, the Premier had that support Whent fie rural sector over the past couple of years has not been
Premier wrote to me to ask me to get an extension o

Adelaide Airport. However, bipartisanship is a two way track.cgggi'ﬂgﬁglgﬁﬁg r'rr]'nfggi?ns}igggaﬁiféif:gfogﬁégt??ﬁgt
I spent hours locked in rooms with Laurie Brereton, the Prim y P . y

e ) ; . eoudgetary outlook and position of South Australia. Hopefully,
Minister and others to negotiate the deal for Adelaide Alrpor‘tWith the opening that we have had this year, that will improve

?Wals,ggh?k(zgg }2‘: %%?A;hgg' Vé?saﬁzzgstﬁige;: dar;)%ltirgg'ubstantially and will assist the statistics to which the Leader
certainty have to be a two way track. In relation to thiSrefers. The EDA is not responsible for seasonal conditions;

O . that is primary industry and others.
argument about the ABS, when the Minister came in and how .
J The Hon. M.D. RANN: Does the Minister stand by the

many projects there were, the fact is that last year duringthe "''= ! . e
Estimates Committee the Minister said that he would achievET€Mier's claim that the EDS deal will directly create 1 300
an annual growth rate of 4 per cent, but he is now saying €W _Jobs in the IT industry in South Australia and an
is an ambitious target, over the four years of the Governmengdditional $500 million in economic activity?
and the Minister reflected on the previous Government. The Hon. J.W. Olsen:| note that the Leader asked a
During 1993, a period in which South Australia and humber of questions of the Premier and the Deputy Premier
Australia were just emerging from a very |ong and deedn relation to the EDS contract. As they indicated to the
recession, we in South Australia grew by 3.8 per cent, welEommittee, the contractis in a delicate stage of negotiations
in touch with national growth rates. That 3.8 per cent in theéb€tween the Government and EDS. We would expect the
last year of the Labor Government is on the same AB$=conomic Development Authority to ensure that part of the
figures that show 0.5 per cent negative growth today. GiveRbjective of contracting out data processing of 150 Govern-
the objective circumstances, this was obviously a majofent agencies and departments is its being able to establish
achievement in 1993 and it is simply extraordinary thatan industry base related to the IT industry in South Australia
during the highest rates of national economic growth in 1Gnd, coupled with that, economic development for South
years we have been experiencing over the past 18 monthRustralia. That is the purpose in pursuing the course that the
South Australia has gone back to negative growth. Premier has established. It would be inappropriate for me to
In relation to the ABS statistics, the ABS applies deflatorscanvass in detail the basis of the negotiations being held at
to State economies, recognising their specialisation ifhis very time between EDS and the Government negotiators
different activities. This is to prevent factors such as a rise ifput, with all contracting out and outsourcing and even with
the price of motor vehicles, whitegoods or wine from asset sales, the Economic Development Authority is seeking
distorting the real growth of GSP. The nominal rise in GSFthe best economic outcome for South Australia.
was of the order of 5 per cent, but this does not measure real | note that the Leader publicly gave bipartisan support to
economic growth, merely the rate of price inflation. the sale of the Pipelines Authority to Teneco. We were able
The ABS's implicit price deflators have always influencedto get a commitment from Teneco to put its operational and
the measurement of economic performance. For theechnical headquarters for Australasia here in South Australia.
Treasurer’s claim to be credible, given that he was on th&@he Advance Bank deal in respect of BankSA was not only
7.30 Reporknocking over the ABS, he would have to accepta good deal on price but was also able to maintain the branch
the possibility, using his own logic, that in 1993, the last yeametwork throughout country areas of South Australia and the
of Labor in which the ABS tells us the South Australian employment levels of existing employees within South
economy grew by 3.8 per cent, the real position was probabljustralia. This enabled us to get support from the Reserve
much better than that. Bank for trading as BankSA for a further four years and, in
The question of EDS has dominated the Estimateaddition to that, decisions on commercial loans, particularly
Committee over the past week, and certainly last week th® the business community, are being undertaken in South
Opposition received very little joy from the Premier when heAustralia and not taken interstate. Whether it is an asset sale,
refused to answer questions about the date of the contracbntracting out or outsourcing, | assure the Leader that the
signing and the value of the contract. A year ago during th&sovernment has a very clear focus to ensure that through the
Estimates Committee we could not stop the same Premigesources of the EDA we leverage up maximum economic
talking for hours about his personal role in the EDS deal andevelopment and job creation in the State, and so it will be
about the massive benefits of the EDS deal to South Auswith the EDS contract.
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The Hon. M.D. RANN: We have these very bullish notwant to put the kybosh on his career by praising him, but
statements from the Premier, although the Minister is nohe does a very good job with a great deal of energy, as he did
obviously prepared to confirm the 1300 jobs andatthe Centre for Manufacturing—there is a central problem
$500 million in economic activity—and | do not blame him, that | am picking up in the business community, not just here
because he wants his credibility to remain intact. The Premidsut interstate, and that is: who is dealing with what? | believe
makes these very bullish, photo-opportunity announcementbat the economic development program for the EDA has
on a whole series of matters, on some of which the Ministebeen cut, and that does not make sense in terms of trying to
does the work. We had a huge rush of testosterone last yeachieve the 4 per cent growth rate.

during Estimates with announcements of 1300 jobs, Meanwhile, the Premiers Department is being built up
$500 million in economic activity, and a contract worth moreith a huge increase in resources to the SA Development
than $700 million. What involvement has the Minister had inCouncil under the good professor. The point is: who is
these EDS dealings and does he stand by the Premier’s lateghning the economic direction of this State? At the moment
revised estimate that it is a $700 million deal? there is confusion in the market place about who is doing
The Hon. J.W. Olsen:| have advised the Committee that, what and where and who is doing the coordination. | know
as is well known, Cabinet has a subcommittee in relation tuho | would rather was doing it, but that is another issue. The
the IT outsourcing. | am a member of that Cabinet subcomfact is that people are confused about the separate roles and
mittee and have an opportunity to put the economic develogesponsibilities. Has the economic development program for
ment perspective in the course of those deliberations. | als@e EDA been cut?
point out that the Economic Development Authority and  +ha Hon. J.W. Olsen: | will respond to the series of

officers within EDA, including the CEO, are involved in fuestions incorporated i the Leader's comments. The South
discussions with the key negotiators through the Office oly qyrajian Development Council has a clear and specific role
Informat_|on Techn(_)log_y. So, there IS an opportunity fOrto establish key long-term strategic directions for the
conomic perspective input to the deliberations. economic development of South Australia and to identify and
The Hon. M.D. RANN: It has never been spelt out ,yise the Government on major economic initiatives to be

whether the 1 300 jobs amount to a net job increase. | aryhiemented over a period of time. Its focus has to be and is
happy to put these questions on notice. Over what period will '+« longer term economic improvement programs.

the 1 300 jobs be created, and will it be a steady 100 jobs per The implementation of the Government's programs and

annum over the contract period? What elements does ther . . -
: . Lo the strategic plans being developed by the SADC is the
I he EDA h S . .
Government, including the , See as comprising t é)esponsmlhty of the Economic Development Authority. The

$500 million in additional industry development resulting . : X
from the EDS deal if we are to believe what the Premier said 0 and its officers are the hands on operators; they are the
eliverers of the services to the business community. There

in last year's Estimates—and | cannot find any businessma‘ﬁ L ; -
or businesswoman around town who does? No-one believes 0 confusion in my .mlnd about the rolg of the Economic
it will be 1 300 jobs, that it will be $500 million in add-on or Development Authority. It interacts with the business
that it will be a $700 million deal. The Minister is not community; it is a customer focused and oriented service. |

; .- thank the Leader for his acknowledgment of the performance

Egigizfrﬂi;ﬂt; ?r/ldsghi?; ;rlerﬁ:/%?\gdt.hat obviously Cabmé(?f officers of the EDA and the prof(.ass'ional way in which

The CHAIRMAN: More important may be the question they tackle their task, because that is right. )
of ministerial responsibility for which the Premier assumed ~ For example, Terry Heng from Motorola, Rod Price from
in the first day of Estimates. If the Minister feels that theAustralis and Gary Tooker from Motorola—the list goes
responsibility more appropriately rests with the Premier, ©n—who deal with other private sector companies and
have no objection to his refusing to respond. Governments, not only nationally but internationally, will

The Hon. J.W. Olsen:| noted at the start of the discus- acknowledge the professionalism of the way in which the
sion that there had been quite extensive questioning on EDEPA and its officers, when completing a deal, follow through
in two former Committees. | have no doubt that in anyfor the implementation of that deal. Indeed, we are now
announcement on the successful conclusion of a deal witBetting third party voluntary endorsement from these people,
EDS the press release would specifically detail thos®ecause they have said to us, ‘If you are bidding for a deal or
questions that the Leader has just posed. As has been the cRégject and you want support and endorsement, we are
with all other successful investment attraction deals that werepared to talk to any company that is looking at investing
have put together, we have indicated the dollar investmeni South Australia and indicate that you not only make the bid
job creation and multiplier effect in the community. | will in atime sensitive and responsive way but, on being success-
raise with the Premier the need to include that in the presill, are prepared to follow through and implement it.’ In other

release on the successful conclusion of the EDS contract f§yords, it is totally customer focused and oriented. That is to
the information of the Leader. the credit of the way in which the EDA has developed its

The Hon. M.D. RANN: By way of supplementary Strategic planin South Australia. | am confident that that will

comment, we have had discussions with the ABS in the pa&ear fruit for South Australia.
week, and it stands by its figures, despite all the negotiations. Inrelation to the program, as the Leader would be aware,
The Hon. J.W. Olsen:ltincludes the 5.8 per cent growth funds have been carried forward where there is a lag time
for the March quarter. between commitments given. On page 42 of the Estimates of
The Hon. M.D. RANN: You talk about the drought, but Receipts and Payments for 1995-96, the revised estimates,
motor vehicle exports are down 17 per cent and exportander the line ‘Premier and Minister for Multicultural and
overall are down. There are other issues as well. Despite niythnic Affairs,” where the economic development program
bipartisan support to you as Minister and to your team, whdine is incorporated, the total recurrent payments for 1994-95
are an excellent team—I think you have very good people invere  $41 million and the estimate for 1995-96 is
the EDA, as | had, and | pay tribute to John Cambridge; | dd&41.5 million.
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Mr KERIN: Given the importance of the car assembly  MrKERIN: Will the Minister outline how the Economic
and components sector to South Australia, what is th®evelopment Authority has assisted economic growth in
Government doing to assist the automotive industry in thiSouth Australia?

State? The Hon. J.W. Olsen: | canvassed in my opening

The Hon. JW. Olsen: The Government’s role in remarks a number of components of the economic growth
encouraging development of the automotive industry is in th@attern and the EDA involvement in that. In partnership with
process of being updated following a paper that was preparete private sector, the EDA aims to encourage the growth and
within the EDA. In April an automotive discussion paper wasdevelopment of internationally competitive businesses. Given
released to automotive companies to seek their input and that tariff barriers have come down—and will clearly stay
ensure that subsequent policy initiatives are soundly basedown—and given that our migration in South Australia and
After allowing time for feedback, the EDA will review the Australia is what one would describe as static, there is not a
strategy for the automotive industry, including developinggrowing consumer domestic market. Therefore, we clearly
South Australia’s approach to the 1996 review of the Federaleed an international focus. We have provided a comprehen-
Government’s car plan. One of the first things that we wansive and integrated range of services, support and assistance
to do is to ensure that that review takes place, because thexeall businesses throughout South Australia in their quest to
has been some suggestion that there is no need for the 198fain that international competitiveness that will be a
review. requirement.

During 1994-95 the EDA assisted in the creation of 546  Over 50 per cent of the program dollar expenditure has
new jobs and the retention of 40 existing jobs, with newbeen to existing South Australian companies to enhance their
investments totalling $55.23 million in the automotive sectorinternational competitiveness with new plant and equipment
Those statistics indicate a significant upturn in the automotiver to expand their operations in South Australia. We have
industry following many years of the reverse. The automotivealso sought to create a conducive or unique business climate
industry is important to South Australia in terms of existingas a major competitive advantage over the other States. If we
jobs and as the generator of future jobs. The generation &fre to get businesses relocating from the eastern seaboard to
those 546 new jobs is good news. South Australia, there simply has to be a substantial financial

Under the automotive program delivered by the Southreason, that is, a lower cost of operation. | have already
Australian Centre for Manufacturing, $5 million is allocated identified measures that we have put in place as they relate
annually to assist the South Australian automotive industryto power bills and water bills that have reduced the cost to
In addition to financial incentives to attract interstate ancbusiness, and announcements will perhaps be made later
overseas companies to establish operations in South Auteday involving further reductions.
tralia, the automotive program provides assistance for The EDA's achievements for the 1994-95 financial year
established firms to improve their international competitive-show that, as | said, there was $331 million worth of invest-
ness. Within the past 12 months a range of assistang@ent, with 4 552 new jobs and the retention of 826 jobs. Mr
measures has been provided, including incentives to engaghairman, | insert irHansarda purely statistical table that
consultants to increase productivity and quality levels withirbreaks down that achievement into sectors—automotive,
companies; the establishment of a jointly funded automotivéood, IT and T, traded services, defence and space, primary
testing facility which provides services that individual industries and other.

companies could not afford to set up by themselves; industrial Investment Estimated  Estimated

engineering services to create additional plant capacity; Sector ($m) New Jobs Jobs
assistance to direct excess plant capacity towards export Retained
markets; assistance with the costs of funding capital duringuto 55.23 546 40
initial investment stages; prototype modelling using advancef°°d _ 10.27 228 270
manufacturing technology; and die change competitions th&TS(eXC'“d'”g 86.60 1517 19
promote the concept of just in time delivery and inventoryt aded services 14.20 . .
reduction. Defence and Space 7.00 145 30
In 1994 the South Australian Government, in partnershigPrimary Industries 0.65 23 -
with the University of South Australia and Mitsubishi Other 156.77 2093 467
Motors, established the Australian Centre for Automotive TOTAL 3310 4552 826

Management (ACAM). ACAM’s primary objective is to The Hon. J.W. Olsen: In order to provide a more
identify and disseminate management techniques whicimtegrated range of service and advice, the Government
promote international competitiveness in the Australiardecided to incorporate SACFM and the Business Centre into
automotive industry. In addition, the South Australian Centréhe EDA. The Centre for Manufacturing became part of the
for Manufacturing (SACFM) has programs of assistanceéEDA on 1 July and continues to operate at its Woodville
dedicated to the tooling and foundry industries, both of whichpremises. As part of the EDA structure, the centre has been
provide key inputs to the manufacture of automotive compoable to integrate more closely with and support more
nents and completely built up vehicles. effectively regional development and investment attraction
In recent times we have seen a jobs decline in thénitiatives. The mission of the centre is still to assist the
automotive industry, and that has now been turned aroundevelopment and growth of enterprises in both the manufac-
The industry now contributes substantially to jobs growth inturing and traded services sectors in the pursuit of that
South Australia. | made some reference to the fact thanternational competitive base through the delivery of a
employment in the automotive industry fell by more thancomprehensive and integrated range of measures.
15 per cent between 1989 and 1993 but has since picked up In 1994-95, SACFM worked with 388 South Australian
by 13 per cent. That occurred as a result of the range afompanies and provided some 740 improvement programs.
programs that | have referred to and the 546 new staff anBuring this period, the companies assisted showed the
that $55 million worth of new investment that | mentioned. following substantial financial and operating improvements:
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total sales increased by 7.7 per cent ($129.8 million lift);a range of support services. That is an extension of programs
export sales increased by 5.5 per cent ($13.1 million lift);with which the former Minister had some involvement.
gross profitincreased by 12.67 per cent; net profit before tax To assist the Government address the needs of small
increased by 45 per cent; return on total assets increased bysiness, the Small Business Advisory Council, which was
32 per cent (from 8 to 10.6 per cent); imported purchasegstablished earlier this year, is working effectively and is
declined by 10 percent (representing an additionalooking at some specific policy areas that need to be con-
$14 million sourced from Australian suppliers); quality sidered by the Government. The council’s role is to provide
accreditation rose by 6 per cent in the sample group; anddvice to the Government on issues of concern to the small
employmentincreased by 4.4 per cent against a productivityusiness community, and provide a two-way channel of
improvement of 3 per cent. | think that clearly underscoregommunication. The council has developed a work program
the performance of SACFM and the way in which itsthat focuses on a number of issues which the small business
improvement programs are assisting industry in Soutltommunity has identified as of particular importance,
Australia. including, for example, access to finance, compliance with
The Business Centre was formally incorporated into thésovernment regulations, education and training, access to
EDA in February this year. It is now able to access theénformation, research and development, and innovation.
corporate services of the EDA and has been expanded hose papers are currently being prepared and considered by
provide a wide range of services to small business. The centféovernment agencies, with input from the business com-
is to become an integral component of the Commonwealthmunity and interested groups.
State Ausindustry initiative which, as | mentioned, will be  The Hon. M.D. RANN: | should like to record our
launched tomorrow. pleasure at the Minister’s role in the Westpac negotiations

Mr KERIN: Given the strong reliance, particularly for and in successfully gaining 1 000 jobs for South Australia.
jobs, that South Australia has on small business, what is thehe Minister is genuine in his desire to ensure that South
State Government doing to address the needs of the sma#llistralia has a reasonable share of the record economic and
business community? employment growth which is occurring around the country

The Hon. J.W. Olsen:In terms of the bottom line, from and which, to be truthful, largely passed us by in 1994 and
1 July we took electricity tariffs down by 22 per cent for 1995. also respect the fact that, in his speeches to busmess
small to medium businesses; we removed the cross-subsi%d industry, he does not resort to saying, as the Premier
from small businesses to residential consumers; and todkoes, that South Australia is out-performing the rest of the
$37 million worth of cost off the bottom line of small to country, which only causes derision in Canberra, Sydney and
medium businesses. | stress that that was not as a resultglbourne. The Premier’s claims in his BOMA speech of a
increasing residential electricity tariffs across the board: i¢t-5 Per cent job growth have been laughed out of court.
was through productivity and efficiency gains in ETSA. What ~ There has been some bad press, including locally, about
we then sought to do, meeting both the Audit Commissiorihe Westpac deal, which is a shame because we all want to
and Hilmer recommendations ahead of the agenda, was &€ jobs here. A recent report in thestraliancites the deal
remove that cross-subsidy. as involving a benefit to Westpac equivalent to forgiveness

| am pleased to say that this year there will be furtherf erou_nd 30 per cent of Government taxes and charges for
movement of some 5 per cent to assist small to mediuﬁﬁ"h,'Ch it would normally be liable. There have also been
businesses. That is ahead of the performance of the Victoridigims that we offered Westpac more than double the amount
Government in reducing the cost of power, and that is th@'fered by the New South Wales Government. People |n_oth'er
way we want to keep it. In addition, in terms of water costsotates will be jealous of the deal, but I noted in this morning’s
for small and medium businesses, particularly the commerci&Hty MessengeAlex Kennedy's comment:
sector, as a result of the fees announced there has been alt would seem that Westpac indeed got a good deal; a lot better
reduction in some categories of 14 per cent in real terms arffan the Government is willing to admit. John Olsen’s comments
cross-subsidies removed once again from business subsid giglr(ir?r&)i/tﬁf;e;e%%?imllon to $5 million more than NSW should
ing residential consumers.

There are some real bottom line benefits that we havx‘?he goes on to say:
assisted small business with. The Business Corporation, ast:g/fn h%\?\ee c\)/fevr\yavFi)ll:ljblail(I:’Pg eesgacﬂfhfgbgo:?%%}teerrnﬂnggqg%’tﬁd
| have mentioned, has become a fqlly integrated business uréfhers. This attracts thge privgte sectgr for the’wrong reasons. They
of the EDA and has taken on an increased and, one wouldainly come for what the one-off deal means to their costs, not
hope, more productive role in supporting the development dfecause Adelaide is necessarily the perfect, or even right, choice of
small firms of significance in the South Australian economylocation.
We have entered into an agreement with the Commonwealtff js not just the interstate press: there is also some local
and other States to coordinate the delivery of a range cfomment in that regard. | would be interested to know
Government services to business in Ausindustry which willyhether you stand by that $3 million to $5 million more than
enable the business community to become more readilyew South Wales, which Alex says should be taken with a
informed about Government services and will also providestiff drink, or whether the other comment that we offered
small businesses with improved access to business assistafggre than twice as much as New South Wales is true. More
programs. Significant progress has been made towarggportant than all that, is the Minister concerned about the
streamlining and simplifying delivery of business servicespossibility, particularly under pressure from the other States,
with the establishment of the computerised BizHelp anthf the Commonwealth’s cutting grants for South Australia?
BizLink programs. The Commonwealth has to be careful. | have mentioned over

The business centre will act as the hub of a network othe years that States do not wilfully erode their tax base to
shop fronts in metropolitan and non-metropolitan areasattract industry from each other and then attempt to shift the
through which small business can obtain information aboutost of providing services back to the Commonwealth.
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I have been involved in negotiations. | was involved in thestore and a warehouse, but significant breaks were given to
submarine project and in others, and | know how importanthat company to locate in Queensland. Victoria and New
itis for a small State to attract business. That is why | set upouth Wales are doing that. Unless we are able to mix it and
the enterprise zones in places such as Port Pirie, Whyalla amgiatch it with the other States through a reasonable packet of
Port Augusta. Do you have any concerns about any retaliatomcentives, we will see the other States vying for those
measures that involve larger States and the CommonwealtipPojects. We will sit on our hands here in South Australia and
Can you put a concrete lid on rumours that we offered twicdnave a contracting economic base. We cannot afford to do
as much as New South Wales? that, nor should we do that in the interests of South Aus-

The Hon. J.W. Olsen:l am glad that Alex has provided tralians.
the basis on which the Leader can ask some questions in the As it relates to the question of a concern about Common-
Estimates Committee today as a source of information. As fawealth retaliation, that is just shadow boxing. If they want to
the stiff drink, as long as it is scotch, | do not mind having aturn up at a Premiers Conference or meeting of Under
stiff drink occasionally. | want to answer, once again, a serie3reasurers, and each State were to put on the table what the
of questions in the Leader’s preamble. Much has been dormher States were doing, you would clearly see that South
in South Australia to rejuvenate the economy. As | have saidustralia has not been ‘ahead of the pack’ in that regard. All
consistently, much more needs to be done. We have to woudetails of these contracts remain commercial in confidence,
at that with determination and diligence. If we do, we will and that applied when the Leader was in Government. He
reap the rewards at the end of the day. knows—and | reinforce—the reason for that: it is simply that,

In relation to the protestations from Treasurer Egan andf we are dealing with a range of 80 other companies, we do
Bob Carr, none is humbled so much as he who is overseas ot want other companies looking at a deal one company got
an investment-attraction mission, and in the meantime 1 008nd saying, ‘We'll leverage up on that another 5 per cent here
jobs walk out of that State to another State. The Mayor obr 10 per cent there.” You have to preserve your negotiating
Campbelltown took a big stick to the NSW Acting Treasurer,position for subsequent deals that come your way. The former
Mr Carl Scully, regarding what the New South WalesGovernment preserved that interest on behalf of the State, and
Government did to preserve the position. Some of the biggédrcertainly do so on behalf of the current Government of
States think that, because they are the bigger States, they caouth Australia.
sit on their hands, that there is a natural gravitation to them | indicated at the time that the Industries Development
and that such companies will not think logically about otherCommittee would be fully briefed in relation to this deal,
locations in Australia. which it was yesterday, as | understand. The announcement

As long as they continue to do that, big projects such asf the Westpac deal was not supposed to take place when it
the Westpac project will occasionally be snared by Soutldid: it was as a result of action by the Campbelltown Mayor
Australia, based on our enthusiasm, our responsive bid, and New South Wales. They had an option for the building on
our tailoring of the bid to meet customer requirements—irthe Monday. The option was not taken up. He then apparently
this case, Westpac. With this deal, as with others in which wascertained why it was not taken up, realised that it had
have been successful, we asked, ‘What does the customdipped away from New South Wales, and on the weekend
need? What are the concerns that this company would haveok a stick to the Acting Treasurer, Carl Scully, who then
in locating that business in South Australia? How do weresponded in thé&ydney Morning Heraldn the Sunday
therefore reduce the disadvantage and remove those concemght. It created difficulties for Westpac, which on the
about locating in South Australia?’ following Wednesday wanted to have a national hook-up for

Thatis what we did. As was clearly demonstrated after thall its centres around Australia to explain the deal.
bank deal was announced, Westpac proceeded to plan to It was unfortunate that it unfolded the way in which it did
locate the facility in Campbelltown in New South Wales. Weand which precluded, in some instances, prior to the an-
sought to re-open negotiations. They dealt with us at the lastouncement—and | am sure the Opposition would at least
minute. They set tight parameters for us in terms of the time&inderstand this point—the explanation of the deal to the IDC.
frame in which we could make a bid, from 9 o’clock on the | have indicated previously—and have followed through on
Friday morning until 4.30 that afternoon. We delivered, andevery occasion—when we put in place deals of this nature
that surprised them. We followed up, and that showed a levéhat, through the IDC, the bipartisan committee of the
of commitment and enthusiasm that is simply not there fronParliament, we will provide a full explanation of what we are
some of the bigger States. If you go out and knock on doordoing, why we have done it, and detail the components of the
and show that you are keen and enthusiastic, it really counfsackage.
at the end of the day. That does not include dollars. You do The reference to the $3.5 million was removing one of the
not need dollars to show commitment and enthusiasm.  significant disadvantages, and that was telecommunication

In relation to the statements of the New South Walesosts involving South Australigis-a-visthe other States.
Government, | can understand why it is saying some of thos@/estpac is one of Telecom’s largest corporate customers in
things. It has a constituency of its own. Queensland took th&ustralia. That was a matter to which they had given some
Securities Commission share transactions and stole a marchnsiderable consideration in this deal. We sought to
on the other States. Not only New South Wales but everyeutralise that. We are also ensuring that South Australians
State in Australia was smarting about that because that deate best positioned to take up some of these jobs, in putting
cost every State a bottom line and millions of dollars,in place some commensurate training packages, so that South
reflected in adjustments in the Grants Commission. When th&ustralians can be the beneficiaries of the jobs, recognising
Queensland Premier gets on his high horse about theseshort timeframe in which people will have to upgrade skills
matters, he should reflect upon that deal. to take on the job functions in question.

He should also reflect on a deal done in Queensland The Hon. M.D. RANN: | guess the matter of the small
recently involving the building of a warehouse. There is notState operating in both an enterprising way and quickly, with
much value-adding or export market potential in building abipartisan support, rather than in the flabby way of the larger
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States is important. Certainly, with the submarine project andent take up rate of South Australians, | was heartened by
the smart end of the frigate project and so on, one of the mosat.
important things first up is to convince local industry in South  As to the number of subscriptions, | do not think it is a
Australia that we can take on the bigger States. A lot of thisnatter for me as Minister to respond about what might be a
is about confidence. All of us have been frustrated knowingommercially sensitive matter for Australis. Rather than my
that Kockums, HDW, RDM and others were favouring Southfacilitating that, the Leader should take it up directly with
Australia and the Commonwealth was looking favourably toAustralis. That information is commercially sensitive and no
us, but when local components are trying to deride the effortswestment package relates to that. The investment package
it means there is always an obstacle on the home front thaye have put in place is directly linked to performance and job
as a State, we constantly need to overcome. generation and, therefore, in many respects the spending is
In last year’s Estimates Committee, the Opposition raisedommensurate with that; it is related in part to job creation.
several issues about the incentive package provided fbhe incentive equals job creation: they are linked. If there is
Australis for establishment of its data processing anaho job creation, part of the expenditure does not occur.
telemarketing operations. At that time we wished Australis Further, one of the areas of real need is accommodation
well, and that is still the case. | am the local member forat Technology Park. We are in dire straits in regard to
Technology Park as well as formerly being the Ministeraccommodation, and that is a healthy problem to have, |
responsible for Technology Park, and | hope that they ddasten to add. We are now looking at two or three buildings
particularly well and take on jobs, because we need jobs der accommodation required at Technology Park over the
never before. | recognise the need for confidentiality innext year or two. As an example, in the past couple of weeks
referring to certain reports about the Government’'s commitTelecom has announced further expansion, generating in one
ment for the project of about $28 million. Certainly, as bestinstance 140 jobs and 100 jobs in another. They are both new
we can, the Opposition supports the objective of upgradingacilities to South Australia, and they are looking for
Technology Park. | have a number of questions relating taccommodation in this State. We have a range of companies
Australis, although some of them may need to be taken othat have expressed interest to the MFP for further accommo-
notice. dation, and the MFP Board is charged with that commercial
Can the Minister advise the number of people currentlcharter.
working for Australis in South Australia in the categories of  Through the EDA and the MFP the Government and | are
casual, permanent, full time and part time? Can the Ministelooking at what accommodation is available and, if there is
advise the number of subscriptions to Australis? Is théasic underwriting and demand, we will proceed with
Minister confident that Australis will achieve the first major buildings at Technology Park as a result of that increasing
target of 200 000 subscriptions by May next year? Variouslemand. All in all it is an encouraging sign. The Chief
claims and counterclaims have been made in the media thBkecutive Officer indicates that he met with the MFP Chief
20 000 subscriptions were achieved by the end of May, buExecutive Officer only yesterday in order to address accom-
this has been disputed by several journalists. Other claimmodation demand at Technology Park.
have been made that Australis needs 500 000 subscriptions As to Australis, | refer to the side benefits to South
to break even. Press reports have referred to the comparstralia which are important. The first three contracts it
making a $31.6 million loss for the first six months to issued went to South Australian small and medium busines-
December 1994, although there could be various reasons fees. A manufacturing firm at Lonsdale produced all the office
that loss. There could be the cost of setting up, establishingcreens for its accommodation, and a small marketing firm
and branching out, there could be up front losses to sustan Glen Osmond Road won the contract to undertake
growth and gain a substantial market share, but the fundanarketing aspects for Australis. Australian Broadcasting
mental question is: are the 700 jobs claimed by the MinisteBystems, a company with about five employees, won a
arising from the Australis deal still on target? | have furthercontract with Australis, and Hills Industries won a contract
supplementary questions as well. worth $13 million. Other contracts are on the agenda to be
The CHAIRMAN: For the benefit of the table officers, released and announced this week, as | understand it.
can the Minister indicate which questions are within his | refer to the ripple effect and the intangible benefits that
purview? The Chair believes that some questions relate t@o out to the community. General Motors had a range of
matters more appropriately and confidentially dealt with bycompanies collocate around it to provide supplies. With a
the company itself. The questions seem to be addressed tdtical mass like Motorola, Australis or Tandem, we get
Australis rather than the Minister. interest from other companies wanting to collocate where that
The Hon. M.D. RANN: The sum of $28 million in critical mass develops. The benefit from Australis is to a
Government money was used to facilitate or leverage thosmnge of other small to medium companies. | suggest to the
jobs and, therefore, it is of fundamental importance to knowCommittee and the Leader that, if Australis had located in
where we are going on that. Melbourne or Sydney, those small to medium businesses in
The CHAIRMAN: The Leader is looking for achiev- Adelaide would not have got a look in for those contracts.
ability of commitments and the company may not yet haverhey ought to be getting them, but it is one of the benefits
reported that. that we ought not to underestimate when a company like that
The Hon. J.W. Olsen:In my opening remarks the Leader comes in and spends.
will recall that | said that, as of last week, Australis had The Hon. M.D. RANN: By way of clarification, the
employed in its South Australian operation 251 people, ofeason my questions are relevant to the Committee is that, if
which three were interstate. | know that figure is accuraté21 million (or whatever the figure is) has been spent in
because | sought it following the unfortunate claims of Mrluring Australis to South Australia and if we are told that part
Foley, who was suggesting that Westpac was only going tof the deal involves us putting in money to leverage a number
secure interstate jobs and not local jobs. | thought | would askf jobs—we were told that 700 jobs was the target, which is
Australis what the situation was and, given that it has a 99 pgrart of the reason for pumping in the money—it is relevant
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to the Committee, the Parliament and taxpayers what the jobur programs are directed and tailored towards production of
figures are, what the target remains and what subscriptiorfsgh value added, differentiated products and services;
directly relate to the number of jobs. productivity growth; and, for this purpose, most importantly,
We have been told that 20 000 subscriptions have bednnovation in products marketing and manufacturing.
achieved and that they have to achieve 500 000 to break even. That js where South Australia has traditionally had its

We have had reports of $31.5 million in losses for the first Si)%trength: we have always been a small economy with a small
months. That could be an up front loss in order to expand, asopulation base, but we have done a number of things more
I said, but | seek an assurance that the jobs are on target. Vghartly and more innovatively than have the other States of
should not forget that the Minister—I cannot rememberaystralia. In doing so, we have been able to mix and match
whether it was the Minister or the Premier—spoke aboufnternationally. Productivity growth, innovation and value
leveraging other IT developments alongside to attract othegdding are driven in turn by continuing investment, competi-
players. Foxtel went to Victoria after a bid by Jeff Kennett.tjon, access to knowledge, being able to upgrade to current
We need an assurance that plans are on track in terms of jolglls and technology internationally, and a supportive or
IT policy and subscriptions for Australis. | refer to media conducive business climate. | referred to that this morning in
speculation about different figures, whether it is 200 000 Ofgrms of the costs of operating a business. Whilst the
500 000 subscriptions in terms of the break even point.  Government is working in all these areas, it can have the most
The Hon. J.W. Olsen:Job generation and creation is on impact in the long run by focusing on improving the private
track. In six months they have gone up to 250. Although | dosector's access to knowledge, skills and technology, and by
not have a copy of the press release, | think it referred ®roviding a friendly, low cost business climate.
1000 jobs by the year 2000, and | would argue that the -, A b | jtie report (commissioned by the former

company is on track. There is 20 per cent cross c)Wne'rSh'&overnment) showed clearly that the pace of change must be

between Foxtel and Australis. We are monitoring thatr . . "
s > o apid and that the basis of competition must change from our
position, but the marketplace will determine its own COUS€ 4 ditional reliance on low costs to high quality, service and

and so it should, because there should not be any interventicmage We need to build quickly on our existing sources of

by the Government. South Australia’s position in this will be o
p?/otected. Clearly, there is job generait)ion; itis on track, an ompﬁtltlvel ad\:jan_ta_ge agd tlo create nﬁw onesﬁ The G.ovehr.n-
I hope that the Leader will be able to join the Government aj ent has already Initiated a large num erof.c anges in this
the opening of the building in abou five weeks. ega_rd, an(_i thatis an evolving and never endlng_process. Our
The Hon. M.D. RANN: If | am invited, | will certainly starting point must be to get the fundamentals rlg_ht (and my
come. Being invited is always the question. pream.ble referred to that), for example, our skllled Work
The Hon. J.W. Olsen: | will make representations to force, improved access to t_echnolpgy and the wor.klng.s.knls
Lo : rogram, where the EDA is working with the universities

ensure that the Leader can come to the opening and see : : -
building. | have visited the company on a number of occa- gvelopmg a need, addressing the need in the future and

sions. | have met the staff and seen the enthusiasm of Sourt%spc?ndlng with programs for the futu.re. )
Australians who have a job in this organisation. The point |  With the Westpac deal we have given our commitment
want to emphasise is that the packages are structured ifpat the universities and TAFE colleggs will aSS|st_w|th the
promote the State’s interests. | do not want it suggested th&gfocussing of current students on the job opportunities at the
that is not the case. To a major extent those jobs are generaté{gstpac centre, in order to meet its needs. Through discus-
and sustained, and | refer to the other proposals mentioned#ons with the vice-chancellors we must tailor programs and
earlier today on which the IDC has been fully briefed. educatlon_needs, looking at TAFE, at se_condary and | think
Mrs PENFOLD: | refer to the Program Estimates at page@/SO at primary level. So, in a composite way, across the
225, Program No. 3, which seeks to promote increased leveyhole edpcatlonal arena, we look at the development of skills
of net business investment and employment in SoutiRNd requirements for the future. Gary Tooker’s remarks at the
Australia. Can the Minister outline some of the steps he ha@Pening of Motorola brought home the need for constant
taken to improve South Australia’s competitiveness as adPgrading of skills and technology. Motorola takes double
investment location? graduates at its facilities here and overseas, and | suppose that
The Hon. J.W. Olsen: | have made a number of refer- With a double graduate you would be looking at about eight
competitive base both for domestic and international marketdor @ double graduate is currently five years. That should
Increasingly we have mobile capital and rapidly advancinglémonstrate the absolute need for ongoing education and
technology, and we in South Australia need to be able t&Kills training, considering the pace of technology and
adjust to that. For South Australia to be considered as afhange.
attractive investment location we must be able to demonstrate Mr Tooker said that, in his view, within five years the
benefits to potential investors that are better than the othdifespan of someone would be three years—after eight years
States. One aspect is that the cost of operating a businessahintensive education and training. Whilst one might find
South Australia is up to 8 per cent lower than in otherthat almost frightening, it is the reality of the marketplace that
Australian States. Our packages have responded to that ame will have to come to grips with. One of the real advanta-
clearly demonstrate it. ges of South Australia over the other States, with our small
Globalisation—the reduction in tariff barriers and size, is that we are able to work with our educational
expanding the domestic market—presents a challenge to afistitutions, our TAFE colleges and the vice-chancellors, to
countries and regions, not least in South Australia. Théook at the need and to adapt in a more responsive, timely
competitive benchmark is now international world bestway than the bigger States of Australia. That is a competitive
practice. To keep up with the rest of the world and increasadvantage for South Australia that we need to continue to
and sustain our standard of living in this environment it iswork on; access to capital, physical and communications
essential that our business community remains focused amafrastructure and telecommunications are others.
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One of the benefits of the Government’s outsourcing of The Hon. J.W. Olsen:| have with me today the guide-
telecommunications, which will occur later this year, will be lines that were issued yesterday at the contracting-out
to get a competitive rate to remove the disadvantage iseminar, and | will make those available to members of the
telecommunication costs out of Adelaide to the rest ofCommittee. All members of Parliament will be receiving
Australia and overseas. By bulking up the Government'sopies of those. As | noted in my opening remarks, whether
telecommunication costs, we can remove the STD componeitthe an asset sale or a contracting-out we are clearly focusing
of telecommunications in Australia for Government and foron getting economic development from that to ensure that we
volume business so that for, say, Mitsubishi, General Motorbave leverage for our spending power to get economic
or the Westpac national loans centre we remove that disadhitiatives to this State.
vantage. That is how we will get investment into South  Competition forces the producers of the service to be more
Australia because, owing to our size, we are able to move iefficient and that is why we are seeking to get operational
a more responsive and timely way than the other States ®avings and economic development in each of the projects,
build up that benefit. whether it is an asset sale or contracting out. That is certainly

In relation to taxation and charge structures the Premiethe objective of the EWS Department and the Water Corpora-
made a commitment before the election, and members woutibn. | have said on a number of occasions to this House that,
note that that commitment has been honoured thus far. lifithere are no operational savings or economic development,
addition, we have reduced costs, which | have already notedt the end of the day there will be no deal. The Premier also
We have been working through the Centre for Manufacturingssued a publication yesterday in relation to contracting out
on enterprise improvement, networking, business clusters artdat | am sure will also be made available to all members.
working up strengths for companies out of South Australia The Hon. M.D. RANN: | guess exports are close to all
to meet international opportunities. In addition to that, weour hearts in terms of getting the airport upgraded and the
have reduced the costs of operating Government, which had@arwin to Alice Springs railway line. In his policy speech
helped investment attraction, because of a stable taxation abéfore the last election | noted that the current Premier said
charging regime that is keeping it to CPI and, in some caseshat, apart from 4 per cent annual economic growth, he was
reducing it. That is how we are building up a good investmentooking for 15 per cent annual real growth in our export
location profile for South Australia. earnings, as well as the creation of 200 000 jobs. Why does

Mrs PENFOLD: The Regional Development Division of the Minister believe that in the first eight months of 1994-95
the Economic Development Authority was established to helpur exportincome fell by 1.9 per cent? | understand that this
the rural areas of the State achieve their economic developannot be directly attributed to the drought. In fact, the
ment potential. What has the division achieved in the yeaMinister’s own budget Financial Paper No.2 records a decline
since its creation? of over 17 per cent in exports of motor vehicle parts and

The Hon. J.W. Olsen:Upon coming to government we accessories. That is an area where we all want South Aus-
expanded the regional development policies of the formeiralia to be in a win-win position. | put that fall into context
Government that were limited to just one or two regions andecause, in the eight years to 1993-94, during the period of
gave the opportunity to any area of South Australia to acceshe Labor Government, our export growth averaged 9 per cent
the program, individual projects being considered on meritper annum. Is the Minister still confident of achieving the
We enfranchised the whole of regional South Australia rathePremier’s target of 15 per cent export growth per annum
than part of its being disfranchised, as was the case beforduring this term?

We have substantially upgraded the Regional Development The Hon. J.W. Olsen:l am trying to ascertain the figure.
Unit within the Economic Development Authority and, in My recollection is that there was an increase of 3.3 per cent,
addition, have assisted some 78 firms. There has been somvkich was significantly higher than the national average,
$6.2 million in financial incentive packages to firms. Wewhich I think was 2.1 per cent, but | stand to be corrected on
have created some 484 new jobs and, importantly, retaingtiat; | am relying on memory. What the Leader is talking
620 existing jobs in country and regional areas of Souttabout is the total value of those exports, and he needs to
Australia. factor into the equation the impact of seasonal conditions in

In addition, the Regional Development Division within the country areas and low commodity prices. | am sure that, if he
EDA has given $472 000 in financial support to regionalfactors them into the equation, he will see clearly that in
development boards for projects which will benefit businessnanufacturing, for example, there has been considerable
development in regions and which facilitated, for examplejmprovement and considerable improvement is still to take
the hemp project on Yorke Peninsula. We did that through thelace. | point out that 41 per cent of manufacturing plantsin
Regional Economic Development Board with a small seed®outh Australia are into the export market. That is a higher
grant (no pun intended), and trials are being undertaken. Weercentage than in any other State in Australia.
want to ensure that the whole of South Australia participates That has been brought about by two things. It was an
in the economic targets that we have set down. The simplatangible benefit of winning the Submarine Corporation
fact is that, if we are to meet the challenging targets, theleal. When we won that deal, | understand that only one
whole of South Australia must be a participant. The trackcompany in South Australia had ISO qualification. One of the
record, the commitment of funds, the upgrading of the unitjntangible benefits from a project such as the submarine deal,
the staff availability and the enthusiasm of the staff haveas Australis has intangible benefits that ripple out through the
demonstrated that. community, is that we are in now a position where the

Mrs PENFOLD: The Government has indicated that in majority of our manufacturers are exporting. That is why
relation to asset sales and contracting-out it will aim toSouth Australia has a balance of payments unlike that of the
produce benefits for the State both by way of reducing debtest of Australia in that we are a significant, positive contribu-
and by promotion and development of the wider economytor to the balance of payments in Australia.

What measures have been taken to achieve wider economic South Australian exports for March 1995 were
development benefits through contracting-out and asset salés381 million. That is up 59 per cent compared with the



182 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 27 June 1995

previous month. Over the 12 months to March 1995, exportthe EDA. | do not know whether that is true or not, but
decreased by 1 per cent. South Australian imports for Marcherhaps that could be checked. Will the Minister advise us of
1995 were $296 million, up 18 per cent, compared with theéhe position of Morrison Knudsen in Whyalla and what the
previous month and, over the 12 months to March 1995Government is doing to retain this very important operation
imports increased by some 18 per cent. The export growttm the Spencer Gulf? Will the Minister also advise us of the
was 3.3 per cent; that was 2.5 times the national averagepresent state of play with the Port Pirie container project,
think they are very encouraging statistics. There was &ork on which commenced under the previous Government
23.5 per cent growth in ETMs. So, we are positioning Souttwhen | was the Minister? Indeed, | met various prospective
Australian manufacturing into the higher value adding growthpeople from Indonesia on that matter. | understand that the
area in terms of export opportunities. To that extent, th&Commonwealth has contributed substantially, but is it the
industry improvement programs through the Centre foMinister’s view that more needs to be done by the State? Will
Manufacturing are really starting to pay some dividendsthe Minister give an unequivocal assurance that in 1995-96
reinforcing in some instances that we have a lead time or lagerious measures will be put in place to provide substantial
time between the investment, the programs and the visibland real assistance to non-metropolitan regions most needing
signs of benefits. help in South Australia, which would be the Riverland and

The Hon. M.D. RANN: | also want to talk about regional Eyre Peninsula, including the Upper Spencer Gulf cities?
development while we still have time. Just as the Government | am happy for the Minister to take those gquestions on
developed the Centre for Manufacturing, we stronglynotice. I think that we should again be working in a bipartisan
encouraged regional development boards and that regiomsay on regional development, because we all hope that later
develop their own expertise and commitment locally in ordethis week Neville Wran will include a recommendation for
to drive a proper regional development strategy in this Statehe building of the railway. It is very important nationally, but
| was very keen on that. It is very important that all of us init is also important for the Upper Spencer Gulf in terms of
this place remember that Adelaide does not start at Gepggoducing sleepers, concrete, steel and so on. | am sure that
Cross and that South Australia certainly does not start anithe Minister has met Mr Wran in relation to this issue. | think
finish at Gepps Cross. it is important that we have a bipartisan approach, because

One of our policies was to target those areas in greateshis recommendation still has to go to the Federal Govern-
need, and that is why we set up the enterprise zones, givingent, and | am happy to join the Minister in any talks with
10 year tax exemptions from State taxes to Whyalla anthe Federal Government on this issue. | would appreciate,
Technology Park sites and an announcement of mayhgerhaps before the end of the Estimates Committees period
extending that to Port Augusta and Port Pirie. | have ar the requisite time, a response to that series of questions on
number of questions on this area, and | can put some of themgional development.
on notice. There has been the issue of the grant of a The Hon. JW. Olsen: This morning | had further
$2.5 million incentive package for the establishment of a nevdiscussions by phone about the Port Pirie container project.
Clipsal plant at Strathalbyn. | am not attacking anyone aThe Korean interests which are looking at it are still keen.
Clipsal, but the targeting of Strathalbyn was lauded by theviatters need to be progressed further, and that will be in
Government as being an exercise in regional developmentooperation with the regional development board in Port
The reality is that in 1994 Strathalbyn had an unemploymenirie, the EDA and the private sector interests here and
rate of 7.3 per cent—well below the national average. overseas.

In the Upper Spencer Gulf cities we already have much The Hon. M.D. RANN: There was a question from the
of the infrastructure and skills required to support a developGovernment side about small business, but | had to leave the
ment of this sort. Whyalla's unemployment rate for 1994 wasChamber. Unless this has already been covered, will the
nearly twice that of Strathalbyn at 13.8 per cent. At the sam@finister advise us of the present status of the small business
time, Port Pirie’s rate was 12.9 per cent and the rate for Pogtrategy that he mentioned in last year's Estimates Commit-
Augusta was 9.3 per cent. The Government says that it hases and the detailed objectives of that strategy? Also, what
made the whole State an enterprise zone. It does not benefgsessment has been done by the EDA or the Small Business
Port Pirie, Whyalla and Port Augusta by giving them anAdvisory Council on the impact of the Government's
added incentive to kick start job growth. Can the Ministerdecision to deregulate shop trading hours, not just in the inner
provide details of the amounts provided in 1994-95 andity but throughout the metropolitan area? | think that would
forthcoming in 1995-96 to the Upper Spencer Gulf undehave been discussed with the Small Business Advisory
regional development and programs 1, 2 and 3? Will he alsgouncil, and the Minister would have received a briefing
do the same for the Riverland as well as northern angtom the EDA on that matter. | should like to see both of
southern metropolitan Adelaide? them.

The Hon. J.W. Olsen:l shall have to take those questions The Hon. J.W. Olsen:If the Leader looks dHansard he
on notice. What you really want is a breakdown into respecwill see my reference to the strategy paper, which he has just
tive regions of the total figures that | have given to thementioned, its focus and the program that it is, in effect,

Committee. undertaking. | will take on notice the other questions posed
The Hon. M.D. RANN: Yes. Perhaps | can put on the py the Leader and provide a reply.

record some other basic precise questions. What are the

Government's criteria for assistance to industry development [Sitting suspended from 1 to 2 p.m.]

and job creation in those regions, and what measures and

benchmarks are set out for monitoring their effectiveness? The Hon. J.W. Olsen:| take the opportunity to provide
For example, the Southern Regional Development Board wake Committee with an overview of the financial performance
recently advised by an EDA staff member that metropolitarof EWS for the 1994-95 year and an outline of the 1995-96
northern and southern regions receive no assistance frofimancial targets for the Water Corporation. As at the end of
industry development under the regional development line dflay 1995, the forecast operating profit for the 1994-95



27 June 1995 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 183

financial year amounted to some $79 million from revenuesontractor and EWS will be working intensively with the
of $458 million. That result—and it is a favourable result— South Australian water industry in 1996 to achieve increased
represents an improvement of some $23.4 million on thexport growth as rapidly as possible.

previous financial year which posted an operating profit of - gjgpjficant progress has been made since the inception of
$60.3 million. The forecast profit for 1994-95 is marginally the plan. Some of the more notable achievements to date
down on budget ($88.1 million) as a result of increased wate,c|,de: a request for proposal (RFP) which was issued in
pumping requirements for the year attributable clearly to the, 1y May to three prospective tenderers; a comprehensive
seasonal or weather conditions. The dividend to be paid tRs e\ of country operations was completed in April 1995;
Government is expected to be some $60.7 million, anypressions of interest have been received and are currently
increase of $9.1 million on the budget ($51.6 million) mainly eing evaluated for private sector provision of new water
due to a reduction in interest costs and the sale of the lighfiration plants to improve water quality to the Adelaide
fleet vehicle to State Fleet. Capital expenditure for the yeajjis Barossa Valley and Murray River towns (I expect to be
is forecast at $71.3 million compared to a budget Ofi, 5 hosition to approve the short list which will be invited to
$82.6 million. This budget was revised in November 1994 tqgnder soon—tender documents should be issued before the
$76.3 million to allow for reduced plant and vehicle require-gq of June); effective from 1 July the EWS will be trans-
ments as a result of the outsourcing strategy. formed from a department of State to a Government business
Efficiencies from competitive tendering and long 'eadcorporation under the Government Business Act (the

times in commencing certain projects have further reducegganisation has been named the South Australian Water
1994-95 capital expenditure levels. The highlights for theCorporation and is to be known as SA Water—this will

1994-95 capital works program include: the rehabilitation Ofprovide the EWS with a more appropriate structure to drive
Tapleys Hill Road (Glenelg) trunk sewer which was com-anq deliver the outsourcing reform program); and the
pleted at a cost of $1.5 million—replacement of biological ooway workshops have been closed and services provided
filter distribution arms is in progress at Bolivar waste watelhy these workshops are now being provided by the private
treatment plant, and desludging of No. 1 stabilisation [agoogector (the Ottoway site will be sold early next financial year

for $900 000 was completed during the year; new aeratiofyity the net proceeds to be used to reduce SA Water debt
compressors were commissioned at Christies Beach wasfin the South Australian Financing Authority).

water treatment plant at a cost of $1.4 million; work was . e

completed on the rehabilitation of the irrigation infrastructure, 1 he financial implications of these outcomes have been
in the Nookamka division of the Cobdogla irrigation areas af2ctored into the EWS 10 year strategic financial plan and
a cost of $2.7 million; work on sewerage to Adelaide Hillsesulted in the development of challenging but achievable
towns has continued at a cost of $800 000 in 1994-95, witfinancial targets for 1995-96 which include: operating profit
work in the high priority area of Stirling South West being ©f  $64.7 million;  distribution to Government  of
completed in April 1995; a major investigation of the $61.7 million; and capital expe_nd|ture of $74 m_||||on. By the
Yankalilla-Normanville-Carrickalinga water supply was end of June 1996 the EWS will have reduced its work force

undertaken to establish the works required to accommodat@ 1 452 employees. The highlights for the 1995-96 capital
the proposed Wirrina development; and major mainvorks program include: a strong commitment to improving
replacement works were undertaken in Wallaroo Mines/Vater quality across the State, supported by an allocation of
Moonta Mines, Whyalla and Ardrossan, with some $900 000F3-9 Million for 1995-96 (these funds will be used to upgrade
being spent during the year. existing facilities and construct new works to improve water
As reported last year, EWS has embarked on an ambitiou@/2lity as well as an allocation to investigate and evaluate
reform program to be implemented progressively over th ptions for the BOO initiatives outlined earlle_r—lr_l particular,
next few years. The framework for achieving these goals i 500 000 will be spent to construct a water f"tfa.“on plant for
outlined in the restructuring and outsourcing plan which willKingscote); and a commitment of $28.4 million towards
fundamentally change the way in which EWS meets itrograms thatvylllensyre the continued reliability and quality
responsibilities. The components of that plan are: th&foperation of its major asset.
corporatisation of EWS under the Public Corporations Actto  Specifically, this means: an allocation of $9.3 million for
take place on 1 July; outsourcing of water and waste watenajor rehabilitation of the four metropolitan waste water
treatment plants and associated mains networks in theeatment plants at Port Adelaide, Christies Beach, Bolivar
metropolitan area in accordance with the financial statemerind Glenelg; expenditure of $2 million is planned for the
we released in May 1994; provision of new water treatmentelay of water mains in the metropolitan area; expenditure of
plants through build-own-operate (BOO) arrangements witl$1.9 million has been committed to the rehabilitation of the
the private sector; a planned program of performancenetropolitan sewer mains including $1.3 million for the
improvement in country areas and other retained function®righton trunk sewer; continued rehabilitation on the
and progressive pricing reform commencing with new pricingdistribution system of the Loveday division of the Cobdogla
structures from 1 July 1995. irrigation area is planned for completion at a cost of
The key outcomes expected include: outsourcing an&4.9 million; safety upgrades to several dams of $1.7 million
performance improvement which is expected to achievéncluding the Barossa reservoir outlet to reduce the risk of
operating and capital savings of $38.2 million in 1996-97 failure, supply loss and damage to the dam and downstream
new water treatment plants serving the Adelaide Hillsdamage in the event of a failure; commissioning of an
Barossa Valley and Mid North will be commissioned by Juneeffluent re-use scheme at Myponga waster water treatment
1997; contracts for new water treatment plants to serve thglant is planned; and country regions would also benefit from
larger Murray River towns will be committed by Decemberthe capital program with $15 million earmarked for projects
1997; private sector involvement in financing upgrades ofn the Murray Mallee ($3 million), Northern ($3.2 million),
metropolitan waste water treatment plants will have beeityre ($1.4 million), South-East ($1.5 million) and Riverland
negotiated by June 1998; and the metropolitan outsourcinggions ($5.9 million).
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The EWS program is a responsible one that balances tratherwise, a donation to the Liberal Party. | fail to see what
need to improve business performance against the overdhat has to do with any of the lines that we are currently
objective of the economic development of the State. At thexamining, Mr Chairman, but if you want a commitment
outset, | should like to commend officers of the EWS whofrom me, you have got it.
have presided over and implemented a substantial restructur- The Hon. M.D. RANN: The question is whether you will
ing of the EWS in recent years. They have brought inseek donations, although | would not expect you to do so,
significant productivity and efficiency gains that are reflectedbecause you are the Minister directly involved. What we need
in the price of water to consumers in South Australia-ourto know is: in terms of the tendering of the biggest contract
price is the lowest of the States in Australia—and, at the samever written or to be signed in this State’s history—
time, converted the department from a cost of approximatel§1.5 bilion—can you give us that assurance and that
$35 million a year to a dividend of $61 million a year. In guarantee that the Liberal Party will not accept any donation
other words, the EWS, through productivity and restructurfrom any company either bidding successfully or unsuccess-
ing, has had a $100 million turn-around from cost to divi-fully for that outsourcing contract?
dend, to the benefit of consumers in South Australia. In The CHAIRMAN: That clearly implies that there is some
addition, we are looking at a rigorous outsourcing progranpotential for corruption. As such, the question is unparlia-
that will bring substantial long-term, lasting benefits to Southmentary and it is not permissible. Another aspect of the line
Australia, not the least of which are major economic benefitss questioning the intentions of a private enterprise which is

I record my appreciation of the way in which all membersperfectly at liberty to dispense with its funds as it sees fit,
of the executive team and senior management of the EW$hether it be to the Liberal Party, the Labor Party or the
with the support of their work force, have embarked on thaDemocrats. The Chair does not see the question as being
ambitious program with determination and zeal. The successelevant to the Minister or to any of the lines.
ful outcome will be something from which all South Aus-  The Hon. M.D. RANN: With respect—

tralians will reap the reward. The CHAIRMAN: | have made the same ruling on other
occasions during the Estimates Committee. | can see that you
Additional Departmental Advisers: are going to demur, so the Chair will listen, but, if you wish
Mr Ted Phipps, Chief Executive Officer, EWS. to dispute the Chair’s ruling, the formal procedure is to put
Mr Neil Killmier, Deputy Chief Executive. your dissent in writing and then we will have the matter out
Mr Jim Killick, General Manager, Planning and Strategy.by way of formal debate.
Mr Peter Norman, General Manager, Services. The Hon. M.D. RANN: | am not demurring from your

Mr Cyril Wear, General Manager, Adelaide Division.  ruling, Mr Chairman. | simply believe that one of the things
Mr Peter Cooper, General Manager, Headworks anthat the Government talked about before the previous election

Country. and on many subsequent occasions is the transparency,
Mr Peter Prodanovski, Financial Controller. integrity and accountability of the tendering processes. We
Ms Michelle Hambly, Ministerial Liaison Officer. all agree that that is vital. Although it is true that any of those
Mr Geoff Haberfeld, General Manager, Finance. companies can make a donation to the Liberal Party or to

Ms Claire Bossley, General Manager, Human Resource@nyone else, | will guarantee from the Labor Party’s point of
view that, even if they come to us with a cheque in hand, we
The Hon. M.D. RANN: | have a few statements of will not accept any donation from the three consortiums
principle on the outsourcing contract. These are questions thatirrently bidding for the contract.
| asked the Premier and, quite frankly, did not receive a |would like simply to get an assurance from the Minister,
satisfactory answer to them. We know that there has been order to be satisfied about the integrity of the contract
considerable debate in the Parliament over the past sixegotiations and the tendering process, that there will be no
months about campaign donations. An analysis of thecceptance of any donation from any of those three consor-
campaign donations to the Liberal Party at the previous Stateums. Itis as simple as that. You have a guarantee from me;
election showed that there was a series of— | would like one from the Minister.
Mr Kerin interjecting: The CHAIRMAN: If the honourable member wishes to
The Hon. M.D. RANN: You will get your chance, and personalise it, he has had it from me, and the Minister has
I will finish. That analysis basically showed that there werealready given his personal assurance to the Committee.
a number of donations from insurance companies interested The Hon. M.D. RANN: With respect, the Minister has
in the WorkCover deal. There were donations from motoisaid that he would not seek a donation for the Liberal Party.
traders interested in changing the rules relating to motofhat is quite different. My question was: would he seek or
inspections and other matters. There were donations from treecept—would the Liberal Party not accept?
hapless Abdo Nassar, who then got a job on the Ethnic The Hon. J.W. Olsen: With great respect, | am not
Affairs Commission, albeit for only one meeting. Becauseresponsible for the Liberal Party before this Estimates
you do things differently, Minister, will you guarantee that Committee, nor am | responsible for office bearers who have
the Liberal Party will not seek and will not accept any not yet been elected or for their actions two years from now.
donations to its next campaign from any company tenderingy can give the Leader an absolute commitment as to my
for the outsourcing of water? actions in either seeking or accepting, both of which are no
The CHAIRMAN: There is an inference behind that line and no.
of questioning which the Chair finds unparliamentary. | can assure the Leader that there will be absolute probity
However, if the Minister wishes to respond in any fashion tain any actions taken by me in this portfolio and as it relates
the question, he is at liberty to do so. to the companies, whichever they might be. It is totally
The Hon. JW. Olsen: | can give the Leader of the unreasonable for me to give a commitment in respect of
Opposition an absolute and categorical assurance that | witleople for whom | have no authority or responsibility—and
not be seeking from any of the tenderers, successful awho are not yet elected to the positions (because the annual
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general meeting is in August)—regarding functions and The Hon. J.W. Olsen: | will not avoid answering the
actions that might take place two years from now. | suggesjuestion but, with respect, | ask the Leader to identify the line
that that is a long bow. under examination at the moment, because he is drawing a
The CHAIRMAN: Whether it be under parliamentary long bow. As | understand it, both companies have responded
Standing Orders or Erskine May, and whether it involves thavith press releases in South Australia condemning the French
rulings of appeal before the House, the documents are hefgovernment for the decision to resume testing. That point
for the Leader to peruse. The tradition has been that Ministeigught to be made. They have already put that position down
cannot be asked questions on matters beyond their portfoljpublicly.
responsibility. You have had assurances from the Minister. Between now and when the final tenders are submitted,
Beyond that, the Minister is incapable of giving further there are confidentiality clauses that are binding on the parties
assurances. | recognise the line of questioning—we all do-because of the exchange of information and the due diligence
but the Minister has a certain degree of responsibility, anavhich is going on, which is a normal feature of any contract
beyond that the Chair will not ask him to proceed. of this nature. That inhibits some of the free flow of public
The Hon. M.D. RANN: Thank you, Sir. | now move to discussion and communication that might otherwise go on,
another aspect of questioning. The Commonwealth Goverut that will cease as soon as the tenders are lodged. Despite
ment has announced sanctions against France which incluéftat, following the Leader’s public comments and at my
banning up to $1 billion of military tenders as a protestrequest, both companies issued statements. It is worth noting
against the resumption of nuclear testing, given that théhat, in relation to the ‘French’ companies, one of them is
French recently signed the review of the nuclear nonieamed with Thames, so that bid vehicle is 50 per cent UK
proliferation treaty and also agreed to restraint. That restrair@nd 50 per cent French. In relation to Lyonnaise des Eaux, it
lasted about two weeks. includes P&O Australia, LendLease and B.C. Tonkin, so the
Concurrently with that, | have written to water companiesFrénch component is in the minority. However, | acknow-
with French connections asking for their views on nucleaf€dge that a component of it is French. ) _
testing and have received several letters, including a letter All of the bidders have formed Australian registered

from Australian Water Services, signed by Mr Pierre Alla, thecOmpanies. The majority of them have established joint
Managing Director, who stated: ventures and partnerships with Australian companies for the

Australian Water Services, like most Australians, is Very_purposes of submitting a bid. | suggest to the Leader that the

concerned with the news that the French Government has announdétfy should stay out until the final tenders are lodged and we
it will resume nuclear testing in the Pacific. Our minority partner in See the composition of the vehicles that are submitting bids
the joint venture, Lyonnaise des Eaux, does not have a position dior the outsourcing of the EWS functions.
the French Government’s decision to resume te§ting as this is The CHAIRMAN: The Minister queried the validity of
Government policy and not related to the company’s business. the line of questioning. The Chair has a problem, as does the
That seems quite a convenient and somewhat cute agommittee, in that a succession of lines for examination this
proach—the Australian partner is opposed but the Frenchfternoon are really off balance sheet companies. They are
partner does not have a position. Does the Minister suppothere from the previous year in the budget estimates, but there
the Commonwealth’s actions? Has the Minister raised thesig nothing for the coming financial year. Therefore, Minister,
issues with the French water companies to establish thejisimply ask that we exercise some flexibility, both from the
views on nuclear testing? Is he prepared to join me, in &hair and from your point of view. You have had the
bipartisan way, in seeking the views of the parent companiei§indness to agree unequivocally to examine these lines even
in France to French nuclear testing in our region? though they are off balance sheet and, in a strictly Committee
The Hon. J.W. Olsen:Let me say at the outset that the sense, they are not there to be examined at all. Whether the
Government and | object to the decision of the Frenchlyuestions are on the papers is irrelevant, because they are off
Government to undertake further testing in Mururoa Atoll.balance sheet papers.
The Leader asks whether | support the actions taken by the The Hon. M.D. RANN: To try to explore this point,
Commonwealth Government to date. The answer is ‘Yes'. Monsieur Dominique Gerard, the French Ambassador, is
note that it is simply bringing the Defence Attache back tocoming here next month. During his visit it is important that
Australia and that the Ambassador has been recalled for talkthe Opposition and the State Government express their very
Specifically, to answer the question, | do support the actionstrong opposition to the French Government’s resumption of
of the Commonwealth Government to date in clearlynuclear testing in September, which is about the time the due
identifying to the French Government that this decision isdiligence process starts, as | understand it. We have had these
wrong. statements by the Australian representatives of the corpora-
The Hon. M.D. RANN: The Minister has not answered tions, saying (and | have already read out one of them) that
my question: will he join me in seeking the attitudes of thesehe Australian water service is concerned with the news, but
giant corporations in France towards the resumption ofhe French company Lyonnaise des Eaux does not have a
nuclear testing in our region? | am mindful of the fact that theposition on the French Government’s decision to resume
companies have said they want to be good neighbours and thesting.
Government has said it wants to use the outsourcing contract Should we not explore what the parent company'’s attitude
to build a reputation in the region. Given the 95 per cenis? After all, it wants to be a fair dinkum partner and a good
support, according to today’s Newspoll, for strong oppositiorcitizen in our area. It has been doling out a bit of money
to French nuclear testing, will the Minister join me in seekingduring the tender process to sponsor various things, which is
the views of the parent companies in France? If one of thé&ir enough, and it wants to be a good neighbour in our
parent companies in France does support the Chirac Goverregion. | am saying that we should work together to establish
ment’'s moves to resume nuclear testing, what would be ththe attitudes of the parent companies in France and if, as a
South Australian Government’s position in terms of doingresult of that joint exploration, we find that the companies do
business with such a company? support the Chirac Government’s decision, what would be
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your attitude to that? Would you say, ‘We will not do  The CHAIRMAN: ltis the duty of the Chair to examine
business with them'? the probity of the questioning. The Leader is pursuing a line

The Hon. J.W. Olsen: Once again, | will answer the of questioning which implies impropriety through Hong
question, but | point out that we are going off on a tangenKong and other donations and denies the fact that the
away from an economic assessment of the budget lines. | witlectoral Commissioner, who was asked to examine the
not walk away from that. | point out that this line of question- charges which the Leader raised, ruled that there has been no
ing is outside the parameters of the Committee. impropriety. It is the Chair’s duty to point this out to the

The CHAIRMAN: It really is the responsibility of the Leader. If he makes allegations which are unparliamentary,
Federal Government, because it relates to internationdhey should not go unanswered.
affairs. We commented on that during similar questions on Mrs PENFOLD: Can the Minister inform the Committee
previous ministerial lines. of the EWS Department’s plans for improving the environ-

The Hon. J.W. Olsen:l am quite happy to put on record mental performance of the metropolitan waste water treat-
my displeasure at and disagreement with the French Goverment plants at Bolivar, Port Adelaide, Glenelg and Christies
ment. | have already put on record my support of the actionBeach in order to ensure authorisation from the Environment
taken thus far by the Australian Government, which hag>rotection Authority for the operation of these plants?
looked at diplomatic and international forums and the The Hon. J.W. Olsen:The general principles which have
downgrading of our representation in France. The appropriateeen proposed to the Environment Protection Authority for
forum for political and diplomatic decisions at this level is the enhanced environmental performance of these plants include
Commonwealth Government. the following: reduction in nutrients, minimisation of odour,

As Federal Foreign Affairs Minister Gareth Evans saidnew outfalls for improved dispersion, maximised effluent
recently, by applying economic sanctions we will do morereuse where environmentally and commercially feasible,
damage, harm, discomfort and distress to Australian peopleade waste minimisation and a community information
than we will to the French. Surely we are not in the businesprogram.
of creating problems for ourselves. It is a matter of making The proposed environmental improvement programs are
it difficult for the French. As the Leader would know, in the as follows: for the Bolivar waste water treatment plant there
process of evaluating these bids | identified a whole range ofill be a process upgrade leading to nutrient reduction and
factors that will be taken into account, including the integrityodour minimisation at a cost of between $30 million and
of the companies involved, as a result of my comments earlie40 million; for the Virginia pipeline scheme the benefit will
this year. The process should proceed so that the bids are fhe nutrient and flow reduction with final configuration to be
in place. Integrity and probity clearly will be considered by determined, and measurement improvement of monitoring
the Government in respect of the bids through to Novemberand environmental research at a cost of $300 000 a year; and

The Hon. M.D. RANN: The Minister says he wants to be for the Port Adelaide waste water treatment plant there will
satisfied about the integrity and probity of the companies. Wée a process upgrade to meet EPA requirements in nutrient
have all seen European, French, British and other pressduction and odour minimisation at a cost of between
articles about corruption charges made against the pareif0 million and $20 million, the outfall extension for
companies of both French water organisations. Charges aimproved dispersion will cost $2 million and the measure-
before the courts and, even though the Minister said thahentimprovement of monitoring and environmental research
some charges and allegations were made in an electiomill cost $300 000 a year.
context, they are still being proceeded with in some arenas, For the Glenelg waste water treatment plant the process
and some charges relate to activities involving Governmentspgrade will lead to nitrogen reduction at a cost of
overseas and campaign donations. That is why my line d¢10 million, the outfall extension leading to improved
guestioning is relevant, particularly in light of all the hoo-hadispersion will be $7 million and the operational cost of the
in recent months about campaign donations launderegheasurement improvement of monitoring and environmental
through Hong Kong, Singapore and the like. research will be $300 000 a year. For the Christies Beach

If the Minister is looking at the integrity and probity of the waste water treatment plant the process upgrade to increase
companies, surely part of that process should be to look at thmapacity, which will result in nitrogen reduction, will cost
allegations raised in the French courts by the French polic&34 million; the outfall extension for improvement dispersion
and the French justice system in terms of the integrity anaill be $9 million; and the operational cost of the measure-
probity of companies with which we might be doing businessment improvement of monitoring and environmental research
Surely we should look at the integrity of the parent companiewvill be $300 000 a year. The implementation of the environ-
in regard to French nuclear testing because, if those conment improvement program will be managed by the out-
panies do support the resumption of testing, that would measourcing contractor. These plants, which will commence
that the Minister or the Government would have to decideshortly, will be completed by the year 2001. | should also say
whether they are worth doing business with. that South Australia is the only Australian State that does not

The Hon. J.W. Olsen:Yes. discharge sewage into any gulf, river, lake or waterway.

The Hon. M.D. RANN: Will you be raising those Mr Foley interjecting:
questions with the French parent companies? You did not The Hon. J.W. Olsen:We are the only State that does not
make that clear before. discharge sewage into any river, lake, gulf or waterway.

The Hon. J.W. Olsen:Yes, | did. | have said publicly in Mrs PENFOLD: Can the Minister explain to the
South Australiaad nauseanthat this process will have Committee how water and sewerage costs in Adelaide
integrity and responsibility and that it will look at all those compare to costs per household in Melbourne, Sydney and
factors relating to those companies. | have said that publiclythe United Kingdom?
| am surprised that the Leader has not caught up with that; or, The Hon. J.W. Olsen:| will elaborate on the answer |
if he has, he just wants me to repeat it again, which | will.gave in Parliament following the radio advertisement that |
The answer is ‘Yes'. vaguely recall talked about Betty in Australia, who had to
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send money to her grandparents in the United Kingdom tpotential for EDS and Tandem? Who is running the EWS
help them pay their water bill. We have done a little checkingcomputer system: Tandem or EDS?
to ascertain the comparative costs. It is interesting that the The Hon. J.W. Olsen: The Government was delighted
average total charge (residential) for water and sewerage ihen Tandem announced that it would establish in South
Melbourne is $562, in Sydney it is $490 and in Adelaide itAustralia its advance development centre for the Asia-Pacific
is $469. For Northwest Water, one of the prime contractorgegion, without a lot of bottom line costs in incentive and
in that other area, the cost is $398. So, rather than sendingith a capacity to grow substantially. As a result of part of
money to the United Kingdom to pay the water bill, the the contract that it had with the EWS Department, it was able
reverse should be the case. We can break it down even furthgy put in place a customer service information system and, as
into average water charges, sewerage charges within thgresult, a program is now in place whereby that product can
Australian capitals and so on, but it clearly gives the lie thabe marketed internationally. Tandem sees real opportunities
people under prime contractors are paying exorbitant watgbr that product and an export market of which the EWS
bills compared to what we are accustomed to paying iffshortly to become the Water Corporation), and therefore the
Australia. Government of South Australia, will be in part the benefi-
Mrs PENFOLD: | understand that expenditure for re- ciary. The negotiations of the EDS deal will not impact
laying metropolitan water mains will be increased foradversely on this contract that is in place between Tandem
1995-96 over that allocated for 1994-95. What is the proand the EWS.
posed program? Mr Phipps: Also, discussions are presently occurring
The Hon. J.W. Olsen:The 1994-95 capital allocation for between us and the Office of Information Technology on the
replacement of water mains in metropolitan Adelaide wagrecise matters that have to be resolved in the hardware and
$611 000. Because of savings on other contracts during trigstallation in the EWS finally being absorbed into the scope
year, other replacement projects were brought forward thaf the EDS contract. We do not see any difficulties in any of
will enable the total expenditure on replacement of mains téhat. All that is to be decided at present is the precise timing
reach approximately $1.3 million. Projects that have bee@f the transition arrangements, and decisions on that will be
brought forward are: part replacement of the Millbrook trunkmade towards when the contract with EDS is signed.
main at Rostrevor; purchase of pipes for re-lay of main in  Mr FOLEY: Do | take it, then, that the current figuring
Marion Road; replacement of section of main in southof the Office of Information Technology includes an estimat-
parklands adjacent to the Pavilion on the Park restaurant; aredi value of the EWS computer work? Is the Minister
various small mains in the metropolitan area. currently in the present round of bids for bulking up that
The 1994-95 capital allocation for replacement watefGovernment work for EDS?
mains in metropolitan Adelaide is $1.836 million; various  The Hon. J.W. Olsen:Yes; always have been.
small mains across the metropolitan area will involve Mr Phipps: The only issue that has to be finally resolved
$936 000; replacement of the main in Marion Road will costis the precise timing of the transition to the new situation. The
$400 000; and part replacement of the Millbrook trunk mainyeason why that precise timing has to be finally resolved is
$500 000. That level of expenditure is part of a plannedhat the Tandem contract with the EWS is not yet finished,
replacement of water mains in the metropolitan areaso there are a few contractual matters to be resolved in
Generally, as the Audit Commission indicated, water maingichieving the optimum timing of the transfer. We are just
in metropolitan Adelaide are in sound condition, as evidencediorking that out with the Office of Information Technology
by their relatively young age and by the number of bursts peith the full knowledge and cooperation of Tandem.
100 kilometres here compared with interstate. In that respect pMr FOLEY: How does Tandem feel about that, having
South Australia, despite its soil conditions, has a very goog@indertaken work? Essentially, you are saying that once
record. That does not mean to say that we do not need to hay@ndem's contract finishes it has lost it; whether it likes it or

a clear focus on the replacement program, and the detailsybyt, it is then over to EDS. What are Tandem’s views on that?
have indicated to the Committee establish the fact that therigas it expressed views to the Government that it would like

is an asset maintenance and replacement program, and @:ontinue the relationship with EWS?

extensive and upgraded one. The Hon. J.W. Olsen: If Tandem had any difficulties

Mr FOLEY: As we know, the EWS next year will be with the South Australian Government or its policy direction,
totally off budget when it becomes the SA Water Corporait would not have invited the Premier and me to participate
tion, and forward estimates will not be appearing in thein the formal announcement of its advance development
budget papers. | would like the Minister's commitment tocentre, how it had worked cooperatively with the South
having in place a process whereby we can have some figurggstralian Government, in particular the EWS, and wished
before us come next year's Estimates Committee. Whab continue to work cooperatively with the Government of
processes will be in place to have audited accounts and tlgyuth Australia. If it had any difficulties with the EDS
annual report of the EWS in place, because, without that, thigontract or the policy thrust of the Government, it would not
time next year our Estimates Committee will be a bit of ape putting its advance development centre in the State of
farce? South Australia.

The Hon. J.W. Olsen:l am more than happy to take that  Mr Phipps: On a regular basis we meet with the company
on notice, give consideration to it and see how we can meejn formal project progress review programs. | have attended
that requirement. all the meetings except one. Mr Killmier attends, and at no

Mr FOLEY: | would like some information from the time has Tandem expressed any problem with what is
Minister in respect of the EWS’s proposed involvement withhappening to us. The issue just has not come up. This is a
EDS, and also the relationship with Tandem, which hasneeting where the meaty issues are put on the table and
announced its intention to set up a major Australian operatiororted out, and the problems resolved, and the perspective
here in South Australia. What conflict is there between thehat we have is that this is simply not an issue for it.
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Mr KERIN: At this time of the year it would be normal same scheme. Towns supplied directly from the River Murray
for the sewerage and commercial water rates for 1995-96 tm be included in this scheme are Milang, Strathalbyn, Tailem
be announced. What will be the new charges? Bend and communities connected to the Keith pipeline,

The Hon. J.W. Olsen:Sewerage rates have been kept inMurray Bridge, Mannum, Waikerie, Barmera/Cobdogla,
line with the consumer price index, which would equate toBerri, Loxton and Renmark. It is planned to let the contract
about 20¢ a week for the average South Australian householfir this work early in 1996, which will enable plants to
We have included in that an increase of .5 per cent in theervice the Adelaide Hills and the Barossa Valley and Mid
environmental levy, which keeps the State to the forefront ifNorth to be operational during 1997 and the River Murray
waste water treatment technology. We still lead the States bipwns shortly after that.
not discharging any untreated sewage and providing both Mr KERIN: As we know, the Engineering and Water
primary and secondary treatment for all sewage. ThaBupply Department is to be corporatised. Can the Minister
increase in line with the CPI means that SA Water (currentlyndicate whether the implementation date of 1 July 1995 is
EWS) will continue to offer customers good value for moneylikely to be achieved?
with service charges still amongst the lowest in Australia, and The Hon. J.W. Olsen:Yes. | am pleased to say that the
the Government intends to keep it that way. South Australian Water Corporation will commence on 1

In relation to commercial water rates, further evidence ofluly, as | indicated in the second reading explanation of the
the Government’s commitment to keep the costs to businedill, which was passed in the Parliament late last year. The
down is the reduction in commercial water prices. Watercorporatisation of a major water utility or department such as
charges for commercial properties, which include shopshe EWS represents a major milestone in the objectives of the
offices, retailers, wholesalers, businesses and profession@bvernment. Not only does it meet the Audit Commission’s
services will decrease by 2.5 per cent. recommendations and thrust but it is consistent with Hilmer

Mr KERIN: In respect of the Government’s announcedand the COAG sign off. The reform process is vital if South
build, own and operate water filtration program to serviceAustralia is to be able to compete against the other States.
communities in the Adelaide Hills, the Barossa Valley, partSouth Australia needs to show that its public sector is
of the Mid North and towns along the River Murray, will the competitively focused and that the water industry in this State
Minister advise the Committee what stage the program has strong and vibrant and able to gain a share of the Asia-
reached and what are the milestones ahead? Pacific water and waste water treatment infrastructure market

The Hon. J.W. Olsen:This is a very important program and opportunities.
in which | am taking a close personal interest. It has been Corporatisation provides the institutional form best able
long overdue. People living in the Adelaide Hills, the Barossao focus on the commercial needs of a public utility providing
Valley, the Mid North and major centres along the Riveressential services and to support the water industry to become
Murray, understandably, have been dissatisfied with the basis for economic prosperity in South Australia. Itis a very
quality of their water supply. In particular, in the Adelaide important step forward. This Friday will see the conclusion
Hills and the Barossa Valley it has an impact against tourisnof the EWS Department, as we have known it and which for
development and value adding and primary production wheré5 years has supplied water and sewerage services to South
the quality of water has not enabled processing to be put iAustralians. It will then move into a new phase to meet the
place in a number of those locations. Therefore, in terms ofhallenges of the future.
our value adding on primary production as well as the In my opening remarks | referred to the substantial
aesthetic qualities of water, there is a need to filter that watestructural change and the significant contribution that EWS

Expressions of interest from the private sector were callets how making to our finances. Had it not been for the
in February for providing filtered water to the Adelaide Hills, outstanding performances of EWS and ETSA last year, the
the Barossa Valley and the Mid North by December 1997. Adinances, taxes and charges of South Australia could not have
| indicated earlier, hopefully, by June 1997 in part that will been kept in line with the CPI, as they have been, or there
be complete. Twelve responses were received to the expregeuld have been a further reduction in the provision of other
sions of interest and a selection process has now beessential services. The performance of these two Government
completed to short-list the applicants who will be invited totrading enterprises has provided a very real service to South
tender in the next week or two. Applicants consist mainly ofAustralians. It will set a real benchmark and opportunity so
consortia or individual major companies with subcontracthat we can be ahead of the Hilmer reforms and ensure that
associate companies. Many leading Australian companies Bouth Australia is not financially disadvantaged in disburse-
the water, engineering, finance and construction areas aments from the Commonwealth through not meeting the
represented in that group of 12. Hilmer objectives. We are ahead of the pack and we intend

It is planned to have the service provided by the privatedo stay there. On performance to date, this organisation has
sector under the build, own and operate approach, whictlemonstrated that it can stay there.
involves financing, design, construction and operation by a Mr FOLEY: The Boston report has been put forward as
private company in accordance with set EWS specifiedhe genesis of the concept of outsourcing that the Minister is
standards. The project has been considered by the Publow well down the road towards implementing. Will you
Works Committee and its report is to be tabled in Parliamentable the Boston report and allow us to look at it? | would be
in early July. | understand that it has been delivered to thenterested to see the content of that report.

President and the Speaker. The Hon. J.W. Olsen:No. The Boston report is the basis

The scheme will provide filtered water to Aldgate, upon which Cabinet has made determinations. The honour-
Bridgewater, Hahndorf, Heathfield, Lobethal, Mount Barker,able member would know that Cabinet documents are not
Nairne, Stirling, Woodside and several other smallereleased publicly. | was going to offer the honourable
communities in the Adelaide Hills. Communities in the member a briefing, but | understand that he has already had
Barossa Valley and Mid North served by the Swan Reachene, so there is not much point in my offering a briefing the
Stockwell pipeline system will receive filtered water from thesecond time around.
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Mr FOLEY: Will | be able to see the Boston report? The Hon. J.W. Olsen:No. My understanding is that the
The Hon. J.W. Olsen: No, because it is part of the reportto which the honourable member refers is a privately
submission to Cabinet. commissioned report, which has not been discussed with

Mr FOLEY: | beg to differ. A report to Government does €ither officers or me.
not then become in itself a Cabinet document. A Cabinet Mr FOLEY: You are aware of its existence?
document is that: a Cabinet document. Attachments such as The Hon. J.W. Olsen:l will ask Mr Killick to elaborate.
that are and should be available through FOI. Mr Killick: We have been informed that EMIAA has

The CHAIRMAN: There is no requirement for Cabinet privately commissioned Bain and Company to review and
to release any document which it considers to be a Cabing@rovide a report on this outsourcing contract, but it is
document. The discretion as to whether it releases reports hpsvately commissioned and has not been made available to
always been within the purview of Government. us.

The Hon. J.W. Olsen:This Cabinet works with a whole The CHAIRMAN: ltis therefore outside the Minister’s
range of information made available to Ministers so that theyjine of responsibility.
can make good value judgments. Cabinet submissions are Mr FOLEY: If and when such a report is made available
invariably accompanied by detailed reports upon which theéo the Government—however the industry may choose to deal
Cabinet submission is structured and based. For the benefiith that report—will the Minister give a commitment to
of the honourable member, | will make arrangements for agonsider its recommendations and findings, given the pre-
EWS officer to go through the Boston Consulting Group’seminence of Bain and Company as financial advisers, and
report. It is not a report that can be released publicly for theindertake in your final decision making process to consider
reasons | have given, and that is nothing new, Mr Chairmarwhat it recommends?

Mr Foley: Given the significance of the changes we are  The Hon. J.W. Olsen:We are already working with Dr
now seeing with the way water is operated in this State, John Cole, who has had a number of discussions with EWS.
think it is important and more than appropriate for thelt was a matter that was raised by them with me last year. |
Opposition to look at the Boston Consulting Group’s reporthave met them | think twice—once earlier this year, | am
which is the report that has given the Minister this directionreminded. They are cooperating and are supporting—that is
I do not think that is an unreasonable request. | take it, fronclearly the advice Dr Cole gave me at an outsourcing
what the Minister is saying, that he will allow me to have apresentation at the Terrace Intercontinental Hotel to the 190
private briefing on the Boston report? companies that want to be part of the process. He indicated

The Hon. J.W. Olsen:Yes. his support and willingness to be involved with us to ensure

Mr FOLEY: Is the Minister aware of, and will the the maximisation of Australian industry involvement, which
Minister confirm that he possesses, a report undertakenigan objective we all share. They are cooperating with us in
month ago by Bain and Company of the Deutsche Bankhat regard, and that cooperation will continue.

Group which | understand was commissioned by the water Mr EVANS: What are the implications of the financial
industry in Australia and which is a detailed documentresults reported by EWS in recent years? In particular, how
containing a number of conclusions alluding to the fact thatloes the financial performance of EWS impact upon the
an Australian consortium could be formed if the Minister State’s Consolidated Account?

were to give a three month pause for the contract process? | The Hon. J.W. Olsen:The results for the past five years
understand that the report also finds the economic develoghow EWS profits improving from $3 million in 1991 to a
ment benefits expected by the EDA and the Governmerfbrecast profit of $79 million for the current year. After
unlikely to be met. | also understand the report is scepticahdjusting those figures for changes in accounting policy and
about a whole range of the economic development benefitkey variables such as inflation, water consumption and State
and expresses a number of other concerns about the Govegrants, profits increased by some 100 per cent over the five
ment'’s process. Does the Minister have such a report in higear period. The result is even more noteworthy given that
possession? interstate comparisons show that on average water and

The Hon. J.W. Olsen: No, and neither does the EWS sewerage charges in South Australia are among the lowest in
Department. | have not seen it and it is not a report that hatie country—and | have made reference to that several times
been made available to departmental officers. We have pieday.
in place with a range of industry sector groups—EMIAA and  The improved financial performance of EWS has meant
others—a mechanism by which they are involved with EWShat EWS has been able to make an important contribution to
to ensure maximisation of Australian industry involvementthe State’s income. That, as | mentioned earlier, has assisted
in the consortium. | put that in place following discussionsthe financial outcomes of the State. It has meant that taxes
at the industry Ministers’ meeting some time ago, and land charges have been kept down. It has meant that we have
understand several meetings have been held. They were véigen able to reduce the cross-subsidies from business on
productive meetings at which there was support from EMIAAwater to residential consumers, removing that cross-
and others for the thrust we are undertaking and for maximissubsidy—that penalty—on business, not by disproportionate-
ing Australian industry involvement. That can be demonstratly increasing residential but simply through productivity and
ed clearly through the 190 companies in South Australia thatfficiency passing those gains on.
want to be part of this process. | think that is an indication of  In the four years 1985-87 to 1990-91 EWS financial
endorsement from industry in South Australia. They want tmperations represented a draw on the State budget of some
link to the economic development opportunities that haves140 million. This position was reversed in the four years
been created by this outsourcing proposal of the Governmert991-92 to 1994-95 with EWS making a positive contribution

Mr FOLEY: The Government or you, as Minister, are notto State coffers of $90 million including a dividend of
in receipt of a report from Bain and Company, and nor aré52 million in the current financial year, with a further
you aware of such a report being commissioned? special dividend of $8.5 million from vehicle sales. It is
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expected that the new corporation will increase the dividendbtal cost of that scheme is $24.3 million. Funds are allocated
to $62 million in the next financial year. from the environmental enhancement levy. The proposed
Mr EVANS: The South Australian Commission of Audit allocation for 1995-96 is $750 000. Estimated expenditure for
recommended the adoption of accrual accounting withirthe current year is $750 000. Expenditure to date is approxi-
Government agencies. Given that EWS or SA Water is a kegnately $4.3 million.
Government business enterprise subject now to national To ensure optimum use of funds and, again, maximum
scrutiny, will the Minister advise how the EWS Department’'sbenefits, the local council is consulted in the determination
financial systems and practices compare with those iofthe priority of works on an area basis. Work in the priority
commercial practice? area of Stirling south west was completed in April 1995, and
The Hon. J.W. Olsen: EWS is one of the leaders in work has commenced in the Piccadilly area. The Government
financial management reform in the public sector. It hass considering adjustments where there are advanced sewage
prepared annual financial statements on an accrual accountitrgatment systems and the offsets. | hope to be in a position
basis since 1989-90, and, following the implementation of théo announce something on that matter shortly.
computerised financial management system in July 1992, all Mr FOLEY: | refer to more specific details of the
financial management reports have also been prepared omatsourcing contract. Will you undertake to lay on the table
full accrual basis. the final copy of the signed contract? What process will you
Accrual accounting as a concept provides the means tmake available for Parliament to scrutinise the completed
better evaluation financial performance and improve acdocument?
countability, and is not an end in itself. EWS financial The Hon. J.W. Olsen:| will seek the Crown Solicitor’'s
reporting has improved considerably with the introduction ofadvice on that matter and will respond to the honourable
a commercial financial management framework. Themember.
financial accounts are based upon sound commercial MrFOLEY: Inany analysis of outsourcing anywhere in
accounting practices and comply with the requirements of ththe world, the issue of accountability and the monitoring of
professional accounting standards, obviously. EWS hathe performance of the contract is clearly the most important
prepared auditable financial statements comprising aissue. Many jurisdictions around the world have putin place
operating statement, a statement of financial position anddifferent mechanisms to allow appropriate scrutiny. What do
statement of cash flows. That ensures full disclosure of thgou propose to enable this Parliament to have full transparen-
financial status of the organisation, including all assets andy and full accountability? What mechanism would you put
liabilities. in place to ensure that Parliament can oversee that contract?
Expenditure commitments and contingent liabilities are  The Hon. J.W. Olsen: The contract will include quite
also identified and reported in the financial statements. Thelear and specific performance measures and targets with
integrity of the financial data is assured by a financialwhich the company will be required to comply. There will be
management framework which includes formal accountingigorous checking of those performance targets, and credits,
policies and procedures, regular reconciliations, and apenalties, sanctions and cancellation options will be available
internal audit function. Expenditure incurred is properlyto us in regard to the outcome and performance of the
matched against revenue to provide an accurate representatmmtract. Be assured that the contract being prepared will be
of the organisation’s financial performance and enableigorous intellectually in terms of its capacity to bind the
performance comparisons within the water industry. contractor to those outcomes. Better than anticipated
By removing the complex accounting arrangements thgperformance will generate credits; shortfall will generate
existed under a cash-based accounting system, the financifbits. In addition, other measures will be incorporated in the
management and reporting process has been refined to enaptegram.
EWS to prepare detailed internal financial reports withintwo  Under the proposals, they are being required to supply us
days of the month and the Minister's and EWS executive?5-year, 15-year, 10-year, five-year and one-year plans. The
reports within 14 days of month end, which is well in line honourable member will be well aware that the Government
with commercial best practice. | can assure you, Mr Chairwill retain control of the asset, control of setting the price of
man, that that is an invaluable asset to look at and monitor theater and sewerage, control of the quality enforcement
performance of any organisation. The staff are to be comprograms, and control of the asset maintenance and upgrading
mended on that outcome. formulae to be applied. That is why the corporate body will
Furthermore, during 1994-95 EWS introduced quarterlycontinue with some 1 500 employees after the outsourcing.
financial statements. | believe that it is one of the first to ddl he transfer will be a seamless operation from the corporate
so in the State public sector. Those improvements ensure thaddy to the outsourcer. | assure the honourable member that
EWS is in a sound position for corporatisation and for boardhere will be a minimum of two years’ track record perform-
management in terms of meeting the performance charter thahce before the next election, demonstrating that the unfound-
the Cabinet signed with the Water Corporation to commenced fear and speculation of many in terms of the escalation of

next week. prices will be exactly that—absolutely unfounded.
Mr EVANS: As a resident of the Adelaide Hills, | cannot ~ Mr FOLEY: | appreciate the Minister’s presentation, but
help but ask this question. he has skilfully avoided the question. | suspect that the
Mr Foley: Is it self-interest? community’s ability to monitor price increases will be fairly

Mr EVANS: It is not self-interest; it is whole family transparent—they will see that in their quarterly bills. That
interest. What progress has been made to date on tlespect does not worry me; | do not think that it will escape
installation of sewerage to the Adelaide Hills suburbs?  anyone’s attention, should it happen or should it not hap-

The Hon. J.W. Olsen: Sewerage of the Adelaide Hills, pen. Although | appreciate and accept the Minister's
particularly the developed areas there, is being undertaken sincerity in how he will try, through all best endeavours, to
reduce the impact of septic tank effluent discharge irhave the best contract possible, the contract will last 15 to 25
catchment areas. That is a continuing program. The estimatggars. Many Governments will pass through this place. | am
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not concerned about what Executive Government may thinkly a monitoring role on behalf of Executive Government but
is good internal monitoring: | want parliamentary scrutiny ofan ongoing role similar to the situation in respect of the MFP
the largest contract of this type ever signed in the country.and others. Perhaps the Water Corporation Act could be

What transparent process will be in place to monitor itamended to provide that the Economic and Finance Commit-
through the Parliament? By that | mean a committee of théee look at the corporation and report on a yearly basis. | do
Parliament—the Economic and Finance Committee onot think thatis an unreasonable request. You are concurring
whatever. There must be a parliamentary mechanism taith the view that we could look at a legislative amendment
monitor the contract at least on a yearly basis to ensure th& make the Economic and Finance Committee a reporting
Parliament is satisfied, given that it will go well beyond thebody.

life of this Government and the next. The Hon. J.W. Olsen: The Public Corporations Act
The Hon. J.W. Olsen:We anticipate still administering already contains a reporting provision, so you do not need to

the contract. legislate further. There is a reporting provision. However, |
Mr Foley interjecting: point out that | would have no difficulty in putting in place

The Hon. J.W. Olsen:If misfortune should allow thatto a practice to be followed which will meet the requirements
happen, you will have a great deal to look after. The greatestf the member for Hart.
test of performance will be applied by the consumers in | wish to add to an answer | gave earlier today. | asked my
respect of the reliability and quality of the water and seweroffice to check on the so-called Bain report. A copy of the
age service. There is no greater test that will raise the profilBain report has been received in the past few days. | have not
and reaction of consumers in South Australia if theread the report, but the question was whether | would read it
deliverables are not there to that which they have beeand consider its recommendations. Yes, | will consider it.
accustomed in recent years. You will not need any performBased on advice received, | understand that the Environment
ance monitors to tell consumers in South Australia that thalanagement Industry Association of Australia has been
has fallen off. That is the biggest barometer, and | can assuoactive in working with us in the past few months. Itis a
members that that barometer will not be called into questiogood working relationship and, on the basis of the coopera-
as a result of lack of performance by the contractor. tive nature of the relationship, we will work through that
As has been the case in the past with performance targetsystem. | think | indicated earlier that | did not have the
annual reporting on those targets is an option for the Parliaeport.
ment. The member for Hart, as a member of the Economic Mrs PENFOLD: The EWS Department’s profitability
and Finance Committee, could get his committee or the@ppears to be improving each year, highlighted by the revised
Environment, Resources and Development Committee tprofit forecast for 1994-95 of $79 million, which is an
look at those performance measures and make a judgment mtrease of about $19 million over 1993-94. How has this
the company. Clearly, Parliament has the capacity and abilityontinued improvement in the department’s profitability been
to monitor the performance of the prime contractor. Theachieved?
performance charter that is put down will include the quality The Hon. J.W. Olsen:The results for the past five years
and performance measures and the deliverables that will lshow the EWS profits improving from $3 million to the
required of the prime contractor, and there will be an annudborecast of $79 million for the current financial year. After
report demonstrating the performance against the targets. &djusting these figures for changes in accounting policy and
it will be transparent, visible and open for the member forkey variable factors such as inflation, water consumption and
Hart to commend the Government on the basis of thé&tate grants, profits have increased by some 100 per cent over
outcomes. the past five years. | acknowledge that the current Govern-
Mr FOLEY: | would be the first to commend the mentcannot take the credit for the department’s performance
Government if it did something that | thought was commend{or all of the past five years and that some of the reform
able. You are saying that I, as a member of the Economic armgtogram was started by our predecessors.
Finance Committee, can go to my next meeting and move The EWS profitability is underpinned by efficiency
that we scrutinise this water contract on, say, a half yearly omprovements achieved by a combination of internal
yearly basis, and you will make Water Corporation officersperformance improvements through changes in work practice
available so that the committee can become the vehicle fand contracting out of services. The success of these initia-
this Parliament to scrutinise the performance of that contractives is reflected in the improvements in several key indica-
Are you giving me that commitment? tors. Work force numbers have been reduced by 43 per cent.
The Hon. J.W. Olsen: That EWS officers will be Work force levels are expected to be 2 200 by 30 June. Over
available to report on the performance of the company versubte same period operating management and administration
the targets? costs per customer have fallen by an average of 19 per cent
Mr FOLEY: You will allow the Water Corporation to for water and sewerage business undertakings. Increases in
cooperate with the Economic and Finance Committee on gevenue during 1994-95 have also contributed to profits. This
regular basis so that we can become the monitoring agendycludes a 15 per cent increase in water consumption over the
of the Parliament for the performance of the contract? previous year, a 10 per cent increase in sewerage revenue and
The Hon. J.W. Olsen: | do not have any difficulty in a $1.6 million increase in profits arising from the sale of
terms of reporting to EPAC, but that committee will not be surplus plant, equipment and land.
the monitor or judge of it. It will report to Parliament. That A comparison of interstate water and sewerage charges
is the role of EPAC; not to be its custodian. | guess it was thshows South Australia to be amongst the lowest in the
way in which the question was phrased. | have no difficultycountry, and | have given a commitment that that is where the
at all in having the matter aired before the committee. Government wants to keep it. While the EWS has made
Mr FOLEY: So we have a practice set in concrete thasignificant improvements in profitability, continual cost
will survive the life of this and future Governments, wherebycutting cannot be sustained in the long term. The operational
the Economic and Finance Committee will have not necessa&osts have a flaw, and that is why we are pursuing
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outsourcing. The outsourcing and performance improvememead. If (and | stress ‘if’) this report has been prepared, it has
plan will fundamentally change the way the new corporatiorbeen done when there is no contract in place, they have not
meets its responsibilities and will ensure that the lowest costeen a request for a proposal, so any decisions they have
structure is in place for the future. come to have been made in a vacuum. How, therefore, can
Mr FOLEY: 1thank the Minister for clarifying an earlier it have the authority the member for Hart talks about? One
statement that his department had not received a copy of thiking is for sure: the process upon which we are embarked
Bain report into the intended outsourcing of water servicesvill be fulfilled. There will be no deviation from the program
in this State. Now that the Minister has received a copy, anthat has been laid down. On information given to us from
whilst | accept that he has not yet had a chance to peruse ttine to time, we will have discussions to maximise the
| point out that it is an important document because loutcomes for Australian industry. As | have said on numerous
understand it is a detailed assessment— occasions before the Committee, the simple fact is that we
Members interjecting: have a very good working relationship with EMIAA which,
Mr FOLEY: Members would not want to argue about theas | understand it, has been working cooperatively with the
pre-eminence of Bain and Company, which is one of th&eWS for the past couple of months.
leading corporate advisers in Australia. This is a significant Mr FOLEY: Again the Minister has avoided the essence
document in the whole debate about whether or not watesf the question. What he is now saying is that the Australian
outsourcing is the right process. | have not yet had thevater industry has worked closely with him and his agency;
privilege of reading the report, but | understand that itst has commissioned a report from an independent financial
conclusions will have serious implications on the outsourcingind corporate adviser of which nobody could ever dispute the
contract. | understand that the report states that Bain angtedentials. | am now saying that, if the report contains the
Company is concerned with the outsourcing proposals; angbrts of criticisms that | believe it does, the Minister simply
it argues that there is a lack of clear data on which to basgannot ignore those. They must become part of the public
projected savings and to maintain pressure to realise thes@bate. Will the Minister table the report?
savings. It also talks about a lack of competitive pressure over The Hon. J.W. Olsen: It is not my report. | have not

the 15 to 20 year life of the contract. _ received the report. It has nothing to do with the Estimates
_I'understand the report goes on to say that outsourcingommittee. There is no line under which we are probing. The
involves little in the way of technology transfer. | understandanswer to the member for Hart is ‘No.’ | have indicated to

that Bain and Company is sceptical about the deliverables ifim that, when | get the report from the department or
terms of the economic development agenda, and | understageherever it is at the moment, | will look at it and give

it makes the point that it does not believe that the Governgetailed consideration to it, and | have indicated to him that
ment's expectations in respect of economic development cagij| pe the course | will take. If the honourable member wants

be met. The Minister says that he has not read the report, aRd ask me further questions, he has the whole parliamentary
nor have |, but | have been advised about some of the conterocedure under which to do so.

This is an important document in the whole debate on the The CHAIRMAN: The honourable member will

water issue. The Minister has decided to base his decisio% . : . :

X . preciate that the report is part of a hypothetical question.
on the outcome of the Boston Consulting report, which nong e yonort has no status before the Estimates Committee. The
of us has.seen.. We now have a report by an equa]ly IC’r%port is not commissioned by the Minister and the Minister,
eminent financial and corporate adviser in Australia, th ot having commissioned the report, has absolutely no
I%eutsche Eank tlhrouglh Bain and Company, arguing thal, ity to table it at some subsequent date. How the
there may be real problems. . ., .., honourable member obtains a copy of it rests within the

| ask the Minister to make this report public, provide it o ), ,r-ahle member's discretion, but the Chair cannot really

the s_telecft i:r(])mmltteet a[;\d allow Ct‘;]mm“”'lty dlebate z_around thﬁlow further questions on a report for which the Minister is
merits of the report, because this is clearly an importanf, . immediately responsible.

moment in the whole process. You now have a detailed Mr FOLEY: | appreciate vour comments. Mr Chai
assessment of your proposal that offers significant criticism - | appreciate you S, VIr Lhairman.
he report clearly now has some very real status, and | take

about the way that you are heading, and it also draws on th : S o :
conclusion that an Australian consortia would be possible angour point thatitis up to the Opposition to obtain a copy by
that a simple three months pause would allow a substanti h_atever means we can to introduce it into the debate, and
Australian consortia to get together and become part of th will endeavour to do that. o
bidding process. The report criticises the Minister's approach An honourable member interjecting:
on his key fronts. Will the Minister table the reportand allow ~ Mr FOLEY: No, the report as it stands. We are talking
it to become subject to community debate? about the most significant change ever to the way we run
The CHAIRMAN: Before the Minister responds, the water in this State, which will last in place for 20 to 25 years.
question appears to be hypothetical. The member has freelyhink it more than appropriate that | endeavour to get out all
admitted that he recognises that the Minister has not read ttiée arguments so that we can have a rational debate about the
report. The member acknowledges that he has not read tiierits of this proposal.
report, yet he quotes freely from something that may be The appointment of lan Kortlang as adviser to the EWS
contained in it. It is entirely at the Minister's discretion has intrigued me. The honourable member will be well aware
whether he responds. that he is a former chief of staff to Nick Greiner (whilst
The Hon. J.W. Olsen:l was going to preface my remarks Premier of New South Wales) and former chief of staff to
by saying, ‘Here we go again.’ It seems today’s line ofAndrew Peacock (as Leader of the Opposition). No doubt, he
guestioning has been in the realms of possibility. You arés a very senior member of the Liberal Party. Coincidentally,
talking about a report that you say you have not read, yet yolick Greiner is the Chair of Northwest Water. | am intrigued
are supposedly quoting extracts from the it. The honourabl® find out how and why lan Kortlang was appointed media
member is claiming great authority on something he has naidviser to the EWS. Did a proper tendering process occur and
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what is the value of the contract? What involvement did theSector Management and me to discuss the fundamental issues
Minister have in this process? that we must ensure are observed in following the process

The Hon. J.W. Olsen: In answer to the last question, through.
none. In relation to the other components of the question, the His last remarks on that matter were at a meeting of that
honourable member, as | understand it, has a whole series steering committee in the few weeks before the request for
questions under FOI under consideration by the departmemiroposal was issued and before it was approved by the
They will be answered in the fullness of time. Government. We are making sure that the Auditor-General

Mr FOLEY: The Minister has not answered my question.has the opportunity to provide his advice and that we have the
What is the value of the contract and has an appropriatepportunity to receive it. The Auditor-General’s senior staff
tendering— spend a considerable time in the department as part of their

The Hon. J.W. Olsen: Less than $100 000, and | have day-to-day external audit responsibilities and they receive a
said that on radio | do not know how many times. | will statecomprehensive briefing from time to time as they require it.
it again and again if the member for Hart is a slow learner oifhey are continually briefed on the current state of the
listener: it is less than $100 000. project, and any comments they make are taken into account.

Mr FOLEY: The Minister might have the time: 1donot ~ Mr FOLEY: Have any concerns been expressed by the
have my ear glued to the radio all the time. | must haveAuditor-General to the team?
missed it. Mr Phipps: No concerns: just his wise counsel on

The Hon. J.W. Olsen: The member for Hart was on the important issues that we have to follow in the process. | refer
same radio program that | commented on, so he must have issues of probity and due diligence and making sure that
had his ears blocked at the time. The fact is that it is less thaall the decisions that we take in advising the Government are
$100 000. based on a proper evaluation and that there is a strong trail of

Mr FOLEY: What tendering process occurred? Was lardiligence in the decision making process.

Kortlang just awarded this contract? It is an extraordinary MrFOLEY: What outside assistance has been soughtin
decision, should a contract simply be awarded without dueegotiating the contract; have specialist legal, other advisers
process of tendering, particularly given the politically or consultants been appointed; and can we have a breakdown
sensitive nature of lan Kortlang’s involvement with the of the expenses to date on the bid process as was provided by
Liberal Party at the highest levels. the Deputy Premier in respect of EDS the other night?

The Hon. J.W. Olsen:Several weeks ago the member for ~ The Hon. J.W. Olsen:| point out that the EDS project is
Hart put up a series of questions under the freedom o lot further advanced than the EWS project. For example, the
information legislation. They are being addressed and he wilhegotiating teams, which have been in place for some time
be supplied with the information as requested under FOIn the development of contractual options, are only in the
There is no point in having two bites at the cherry. He has théormulation stage as it relates to the outsourcing contract for
application in; he will get the information. the EWS. We have sought and obtained external advice from

Mr FOLEY: | am just surprised that there is a problema range of consultants. | will ask Mr Phipps to identify the
in providing that information to me today. | appreciate thatrange of external consultants, which will demonstrate the
FOl is for all documentation and | will await it with interest, thoroughness with which we have undertaken the task to get
but my question was quite a simple but important one. Théhe best possible advice in this procedure. We do not have the
Minister is obviously refusing to answer any questionscostings available. We will undertake to look at that and get
relating to lan Kortlang. some quantification.

The Hon. J.W. Olsen:l am not refusing. | simply make Mr Phipps: The people who are providing external advice
the point to this Committee that several weeks ago, if not & us are the Boston Consulting Group with respect to
month or more ago, the member for Hart put in place astrategic advice; and Price Waterhouse Urwick is involved
request to the department under FOI. It is being processed detailed advice on implementation. We had advisers on the
and he will get the information he wants in accordance witheconomic development strategy that we are pursuing through
FOI. the RFP. We have Penny Burns from Infrastructure Econom-

The CHAIRMAN: | simply advise the honourable ics and Robert Hogarth of Robert Hogarth and Associates.
member that there is no more denial of response than wel#e have Fay Rich White, merchant bankers, who are
the question to be placed on notice or were the question to reporting to the Treasury and EWS as independent reviewers
put to the Minister for a subsequent responddamsard The  of the financial aspect of the project. We have Shaw Pittman,
Minister has acknowledged the question and says that he wiRotts and Trowbridge, a legal firm based in Washington, who
answer. have been providing advice to the Government on the EDS

Mr FOLEY: Whatinvolvement has the Auditor-General contract and on this particular contract.
had in the process to date? Obviously, he is not involved in  Also, we have a number of services being provided by
the tendering process, but what role has the Auditor-Gener&rown Law. With regard to the negotiation process, we are
played to date? planning for people from the Crown Solicitor’s office and a

Mr Phipps: We had discussions at the very start with theSouth Australian law firm, Shaw Pittman, Robert Hogarth
Auditor-General about the approach that we are followingand Associates and Fay Rich White to be involved in the
so that we could have regard to his views, expertise anfbrward program from here on. As we finalise our assessment
advice. Subsequently, a key milestone for the project was thef the costs coming up to the end of the process—and that is
preparation of the request for proposal and the approach weminent—we will be able to provide an indication of what
were taking in putting out that document. The Governments involved in the negotiations. We will also have a person to
has a steering committee of officials who report to a subcomlead the negotiating team, so that will be another cost.
mittee of Cabinet on this process, and the Auditor-General Mr FOLEY: How many staff will be engaged on
met with that steering committee of officials of the Treasurymanaging the prime contract; how will the EWS be reorgan-
the Economic Development Authority, the Office of Public ised to undertake this responsibility; and what additional cost
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will be incurred by the EWS in supervising the prime agreement: there is some $31.4 million performance outcome
contractor? under enterprise bargaining. Any outcomes greater than that
Mr Phipps: We are presently working through the will see a sharing of that reward between the employees and
detailed structure that we will require to manage the contracthe Government as | understand it on a 50/50 basis. The
There are indicative estimates around of the cost that wouldrovision that applies to the performance of employees in
be involved, but in the end the precise structure and numbéerms of productivity and efficiency is the same sort of
of people who will be involved in managing it will depend on encouragement that is in place currently in the request for
the final details of the scope of the work and the contractor'proposal (RFP) which will form part of the contract that is out
structure. At this stage we are carrying out detailed work orat the moment and will be returned with the bids on about 7
the structure of the functions that will be retained by theAugust. If they outperform the contract, that is, if they deliver
EWS, and that will include the structure that is required tobetter than the contract demonstrates, they should receive
manage the contract. We will be discussing that structure witekome incentive and encouragement for doing so. It is no
the board of the new corporation. different from the enterprise agreement that has been putin
The structure needs to be arrived at in the context of thplace with the employees of the EWS or the Water Corpora-
overall structure of South Australian Water when it becomegion. We want this body to perform and perform exceptionally
the Water Corporation on 1 July. It is important that we dowell. If it does so, it will receive some financial reward for
not arrive at a structure for managing the contract in isolatiomloing so. Likewise, should it not perform, there are signifi-
from the overall structure of the organisation, so we need teant financial penalties for non-performance.
discuss that with the board. The reason is that this is notjust \r FOLEY: Whatever the contracted price may be

a technical contract: it is a contract which includes theyenyeen the successful company and the Water Corporation,
objective of economic development, and in particular thesnoyid they deliver a more efficient service than they had
development of a strong and viable South Australian watefendered or put a bid in for, will they receive all the extra

industry operating in Asia. Tha_t ok_)jective is as important aSavings they make or a proportion? What is the split?
the technical contract of delivering cost effective water

services in Adelaide. For that reason, the structure for 1ne Hon. J.W. Olsen: As the member for Hart well

managing a contract that has to deliver that pair of objectivegnowsl they are details that would be negotiated in a contract

has to be integrated closely with the overall structure of th@"d & bid that is put in place. We have asked the principal

new corporation. We are doing work on that and we will beP!IM€ contractors to put in a bid in conjunction with their
discussing it with the board of the corporation in the neal®int venturers, the partnering arrangements that they now
future. have in place under these Australian companies that are now

Mr FOLEY: One thing that interests me is how the registered to be the bid vehicles. The performance will be

Executive Government will communicate and managéneasured,agreedtoand incorporated into the contract, with

directions to the prime contractor. You will have the Water"ich the company will then be required to comply. You are

Corporation and the prime contractor and above them wiill b&Imply abc_)ut 10 paces befc_)re_ the process: you have to have
the Government. Clearly, you will work through the Water & contractin place. In negotiation we will, after 7 August and
Corporation, but what will happen down the track if there are?fter the final assessment of the bids in working with several
disputes about where the prime contractor wants to head a/f@mpPanies to determine the best bid, select a bid and
what the Government believes the objective should be? Fdlegotiate those conditions based on the bid that they have put

example, there may be a dispute between the contractor affjPlace- Thatis why a Bain and Company report, speculative
icula®s it might be with suggested outcomes, as the member for

function or investment decision should be taken. Hart might suggest, cannot be accurate in its judgment on
The Hon. JW. Olsen: The honourable member knows Meeting performance or economic development criteria and

that the legislation we passed last year gives the capacity &€ like. Those matters simply have not been determined and
the Minister to direct the board in circumstances where thicked in place yet. | keep saying: no operational saving, no
Government so determines. That is a power which is includefConomic development, no deal.
in the ETSA Corporation Act and which applied to the Mr FOLEY: | am pleased to see that the Bain report is
previous ETSA board. The same provision will apply in thisreceiving the legitimacy it deserves: the Minister is already
case. In any event, under the Public Corporations Act therattempting to discredit the document. On the credit issue, the
is a performance charter established on an annual baddinister says that it is a bit like the performance bonus
between the Government and the board where clear pararseheme paid to senior executives of this Government: in this
eters for operation will be established, and those parametecentract, the contractor will be given a bit of a carrot in that,
will be expected to be maintained and delivered. | envisag# the contractor performs better than the contract, there is a
that the Government would be actioning the section ofinancial reward in it. Does that not cause you some concern?
direction to the board when there was failure to meet thatam a little concerned about how that will be achieved, given
performance charter as agreed over the course of the opethat the contractor will already have to putin a very competi-
tion of the year. tive bid to win this work given there are three companies
Mr FOLEY: Will the Minister expand on credits and tendering. The level of service that is provided ultimately to
debits a little bit? | am interested particularly in the credit sidethe consumer will be something the Opposition will monitor
of things. What does the Minister mean by the company’with interest. You then put in another financial incentive to
earning credits? do it even more efficiently—which obviously does not
The Hon. J.W. Olsen: It was no different from the concern you because it is in the contract. On the limited
enterprise agreement put in place, to the credit of Clairinformation you have provided today, it is a unique aspect of
Bossley in the human resource section. The Australiathis contract and something, | dare say, that is a little out of
Industrial Relations Commission and the Employee Ombuddhe bag. It is something | have not been aware of in Govern-
man commended the EWS for the outcome of that enterprisment contracts before?
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The Hon. J.W. Olsen: The simple fact is that the last have it one way or the other. You are having great difficulty
statement of the member for Hart is totally inaccurate. Anymaking up your mind which way to jump on this issue.
modern, commercial private sector business practice has these Mr Foley interjecting:
provisions in it. A few cursory phone calls around the place The CHAIRMAN: The Minister is answering and the
would clearly demonstrate that point to the honourabléhonourable member is interjecting.
member. | am pleased that the member for Hart has acknow- The Hon. J.W. Olsen:| am reminded that in technical
ledged in his preamble that there is keen competition for thiscontracts, and certainly in defence contracts, they are clearly
So, we will get a good competitive bid. Clearly there is thepart of the performance criteria. | dare say that the Submarine
inference that it is and can be a good deal for South Aus€orporation has them, but | was not party to the development
tralians. Mr Phipps will give an example of how it will work of those contracts.
in practice. Mr FOLEY: Has the Auditor-General been advised of the

Mr Phipps: The term ‘credits’ is a legal term which is intention to have the financial incentives scheme built into the
used in contracts typically as a major emphasis on the penalgontract? If so, what are his views on that aspect of the
side. Credits is a polite way of describing penalties. Obviouseontract?
ly, if the contractor does not meet the objectives of this The Hon. J.W. Olsen:The Crown Solicitor and Auditor-
contract on a short-term or intermittent basis, the penaltie&eneral have been, yes.
that are finally negotiated will be sufficientto encouragethe Mr FOLEY: They are aware of it and are quite comfort-
contractor to perform well. But in the end the contract has theble with it?
ultimate penalty where it will provide for separation in the  The Hon. J.W. Olsen: The CEO has already told the
event of non-performance. Given the people that we ar€ommittee that the Auditor-General has no misgivings about
involved with, we do not expect that to be an issue. On the¢he processes that are in place for this contract.
incentive side, for example, the management of the capital Mr Phipps: The request for proposal—it is proposed that
program is an important issue in the project and will beit be in the contract—sets out very clear performance criteria.
managed by the contractor in accordance with a prograriihe contractor will be paid for meeting those performance
approved by SA Water. criteria. In other words, they will get a fee for the service they

That program will be a contestable program where Soutldeliver. If they fail to deliver, they will incur penalties. That
Australian companies will have an opportunity to bid for thecomes within the scope of the legal term ‘credits’.
capital works. The contractor will be the program manager In managing the capital program as | described, excellent
and the project manager for the individual projects. This haperformance which achieves savings for the State of South
not been negotiated and various options will come to light inAustralia we expect will be reflected in the program manage-
the negotiation process, but a typical incentive program useaient fee. If they are not successful in achieving the savings
on a worldwide basis for the management of constructiomgainst the benchmark estimates for the capital programs
programs is one where the contractor bids a project managetich are developed from year to year, they will receive a
ment curve and the more the savings that the project managemwer fee. That is a very standard approach which is used in
is able to achieve against the benchmark estimate, the highengineering contracts all over the world. There is nothing
the fee they get. The more efficient they are in deliveringreally unusual about that, and to the best of my recollection
outcomes and savings to the client on capital works—and thaihe Auditor-General is well aware of our approach and has
is a very important issue in the efficiency of the program—not expressed any concern. | expect that he would encourage
the higher the fee of the project manager. the approach, but that is for him to say. In the end, the precise

On the other hand, if the project manager is less efficientnechanisms and the best mechanisms in the interests of our
in managing the capital program, the fee is lower, so that isustomers will finally emerge in the negotiation process and
an approach which may not necessarily finish up in thighe signing of the contract.
contract. It is an approach which gives incentive for good Mr FOLEY: If, in the life of the contract—let us say
performance and penalty for poor performance, but in a wayears 7, 8 or 9 for argument’s sake—the prime contractor has
in which the client is always winning, and therefore thesimply not delivered up to performance and many debits have
customers. been incurred and the Government of the day finally says,

Mr FOLEY: Areyou aware of any Government contract ‘Enough is enough, what mechanisms will there be for the
that has ever contained that financial incentive to perfornGovernment not simply to withdraw from the contract, as
better than the contract at value? Are you aware of atechnical as that may be, but how do we reconstruct or
incentive payment scheme for previous Government cormanage our water infrastructure if we essentially sack the
tracts, or is this the first time that this model has been used®ime contractor if circumstances ever required that to

The Hon. J.W. Olsen:lt is the first time there has been happen?
an outsourcing program of Government comprehensive The Hon. J.W. Olsen:The contract will contain separa-
contracting out through a range of Government agencies. | ation requirements, the same as in any commercial contract
not aware of the specific details of that, but it is standardthat is entered into, for non-performance in the delivery of the
national and international practice in contracts. What we areontract. There are separation procedures to be put in place.
on about— They are standard procedures—part of business contracts

Mr FOLEY: Is it for Government? undertaken all over the world all the time. This would be no

The Hon. J.W. Olsen:lt is your Federal colleagues who different from that. To my knowledge, not one of those
want us to run Government trading enterprises like aompanies has been in a position where that has taken place.

business. Their performance has not been questioned. In recommending
Mr FOLEY: | am not asking about the feds on this one,a list of companies for us to invite to submit proposals for
| am asking— tendering, part of the Boston Consulting Group’s basis of

The Hon. J.W. Olsen: You cannot duck and weave all recommendation was to look at their performance inter-
over the place as it suits you from time to time. You have tanationally.
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If you just look at a hypothetical question—and itis a Mr FOLEY: | understand that in France, where Lyon-
hypothetical question—the number of internationallynaise des Eaux operates, mechanisms are in place to ensure
recognised and respected companies building up water abilithat there is communication between the prime contractor and
and capacity is growing. The unfortunate part is that, over théhe consumer, bearing in mind that the public face of water
past decade, South Australia has not positioned itself for theupply in this State will remain as the Water Corporation, and
major international water industry opportunities as havehe trucks will be appropriately badged. Would you give
Germany, France, the United Kingdom and Americaconsiderationto a mechanism that would allow public forums
However, we will have established that with this contract foror some form of public consultation process where the
an Australian water industry to evolve. In seven or eight yearsommunity could have access to the management of the
an Australian company could easily pick up that in a furtheprime contractor, as is the practice in France?
letting of a contract on or after separation with the initial The Hon. JW. Olsen: It is not the Government's
contract. intention to expand the opportunities any further than they are

Even if that did not work, we would still have the currently. If someone wants to go beyond a conforming
insurance policy of maintaining the structure, in effect, of thetender, that is up to them. That will be given an assessment.
EWS through regional and country areas of South Australidh the first instance, we sought to maintain the customer
so we are not denied the Capacity’ ab|||ty, experience an@terface between the customer and the Goyel’nment, the
skills to undertake that task as a Government agency igwner of the asset on behalf of South AUStrallanS, and that
future, should that be the wish of a future Government. Ivas the Water Corporation. In that way, you have quite
would not matter which Party was in Government in future:Significant control and influence over the outcomes, a better
it would not pursue that course, but in, say, a double hypobaromgter in terms of p_erformance of the prime contractor in
thetical situation that option is available. In terms of thethe delivery of the service, because you have that customer
production of water and sewerage, the protection of consumpterface. | am reminded that in some places overseasitis a
ers in South Australia is paramount in the processes we afeanchise-type operation which is different from what we are
putting in place and will be maintained during the contracttalking about. We are talking about someone operating and

Mr FOLEY: That was a hypothetical question, but not anMaintaining Ol_” asset. .
irrelevant hypothetical question; it has concerned those who, M FOLEY: 1 reiterate that experience overseas had
are drawing up the contract, because they have that escagéown th"?“ the prime contractor gained benefit from a
clause. It is more than appropriate to canvass the option. Personal interface with the consumer and, equally, the
L consumers felt that their concerns, feelings and issues they
On country water, | am intrigued. | have heard you use g, 4 4oyt the supply of water were also addressed by having

insurance policy of keeping the EWS structure as itis in the, yjre ot interface with the prime contractor. | put that on the
country. The companies tendering for the work tell me thaﬁgenda as something that could be considered.

it is eminently possible for them also to manage country ™,y now to the financials of the EWS. Looking at the

the country in the proposal? Could it be for a cynic such ag, 4
I to say that the political ramifications of affecting country yo,
and rural South Australia in terms of the EWS presence in, 5
regional areas and country towns may have been a considey

ation in making that decision? Why have you not included theyyigeng through the better management of the EWS since
country in that proposal? you have been in Government, although I take the point that

The Hon. J.W. Olsen:The professional advice that was you acknowledge the efficiencies of the former Government.
given to us was that there would not be the economies of \When one looks at the financial papers, one notices that,
scale that could be established in country, regional and smathr 1994-95 and beyond, there is no provision for any
country townships and that a prime contractor would not bgepayment of the capital debt of the EWS. It would appear
so interested in that. Certainly, to my knowledge, none of thérom my perusal of the financials that the $60 million you
prime contractors has expressed any interest to me in movingayve claimed as an efficiency gain or profit that the EWS can
into country areas, nor to anyone heading up the bid teampay to State Treasury to help fund the State’s recurrent budget
So, if they are telling you that, you are the only person theys in fact nothing more than a decision by the EWS not to
are telling; they are not telling either me or officers of therepay off its capital debt but to make that capital debt
department. provision over to State Treasury. Will the Minister clarify

I am reminded that the Audit Commission recommendedhat?
that we should separate the metropolitan from the country. The Hon. J.W. Olsen:In relation to debt reduction, in
This question gives me the opportunity to point out thatstark contrast to the performance of the previous Administra-
despite Audit Commission, COAG and Hilmer recommendation that added substantially to the debt of South Australia,
tions, we will be maintaining the cross-subsidy for countryl point out that in the course of the past 12 months, we have
areas of South Australia which, in effect, is a regionalreduced debt by in excess of $1 billion.
economic development subsidy. Approximately $27 million  Mr Foley interjecting:
is the cost of the provision of water through country and The Hon. J.W. Olsen:l will get to it. You had significant
regional South Australia. That cost subsidy through greamble to your question; | am sure you will allow me the
statewide water price will be maintained, and it is a way bysame latitude in response. About $1 billion has been taken off
which the Government simply says that it wants to providehat debt. The Government clearly has a debt reduction
the same service throughout South Australia at a commaostrategy in place and it is complying with that debt reduction
price to ensure country areas are not disadvantaged in terragategy despite the fact that interest rates last year, as a result
of economic development opportunities. of Federal Government policy, impacted adversely against the

ely $58.5 million was repaid against the EWS outstanding
t. This year the EWS will be providing to State Treasury
gure of some $60 million, which you have proudly stated,
th in this Parliament and elsewhere, is an efficiency
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budget. We put down a four year target outcome. We wilbottom line. When we consider the performance of the
deliver on that four year target outcome. In addition, despit@revious Administration of zero and $27.3 million, it pales
the very substantial tens of millions of dollars of impost thisinto insignificance compared to the dividend debt repayment
year in additional interest that was not forecast, we have beeatelivered and forecast by this Administration.

able to meet the end of June figures. Mr FOLEY: | must clarify that. The Minister used an

In relation to the EWS $60-odd million, it is a contribution estimate for 1993-94, and the actual figure as per the budget
to Government. Whether it is in the recurrent or debtpaper is $58.5 million. That is the actual as against the
reduction, the simple fact is it is coming from EWS to theestimate. The Minister is now talking about the Government’s
Treasury of South Australia. Whether it is dividend or debtConsolidated Account, but we are about to turn the EWS into
reduction is not important, | would argue. What is importanta corporation where it will be a separate trading enterprise,
is that that cash flow is going and a debt reduction strateggff balance sheet, off the books and no longer part of the
is in place that is performing against the target, and itis. Government's consolidated accounts. What is the Minister

Mr FOLEY: You are confirming that the EWS made no doing to repay debt held in the EWS? Clearly, based on these
repayment to its outstanding capital debt level but insteabbudget papers you are making no provision.
provided that money by way of dividend to the State The Hon. J.W. Olsen:We have taken only a bit over a
Treasury? billion dollars off the bottom line in respect of debt, which is

The Hon. J.W. Olsen:The figures clearly indicate that. not a bad effort by the Government. As you seem to take

Mr FOLEY: You are confirming that? everything | say to the Committee and apply a neutralising

The Hon. J.W. Olsen:I do not have to confirm it. They factor to it, | will ask one of my officers to explain the
are in the papers in front of you. situation.

Mr FOLEY: So you are saying that, despite the rhetoric  Mr Prodanovski: That figure was the repayment of $27.3
of the budget speech, and despite even your earlier rhetorillion and an adjustment by Treasury and Finance, due to
today about the enhanced profitability and efficiency of thets cash accounting figures, to make the statement balance.
EWS, nothing more has been done than simply transferringihat was a $30 million loan that the EWS took out going
what would normally have been allocated to your outstandinfpack to 1991-92 and converted back into our long-term debt.
debt to the State Treasury by way of dividend? That $30 million relates to VSP loans that we took out many

The Hon. J.W. Olsen:l just point out to the member for years ago. That is an accounting adjustment giving
Hart that there was a figure anticipated of $8.2 million which$58 million when in fact the debt repayment was only
will be debt reduction as a result of the sale of assets, and#27.3 million.
referred earlier to the Ottoway workshops that are undertak- MrFOLEY: Thank you for that clarification. | am talking
ing an asset sale. Let me go back for a couple of yeargbout the EWS and not the global consolidated accounts of
because itis interesting to point this out to the Committee. Ithe Government. What provisions are you making to reduce
1991-92, there was a $10.9 million contribution; in 1992-93 EWS debt in the next financial year?
zero; in 1993-94, $27.3 million, which was debt reduction; The Hon. J.W. Olsen: We are making a substantial
in 1994-95, $60.3 million dividend contribution; in 1995-96, dividend of an estimated $61 million to the Government. That
$61.7 million estimated. Clearly the last two figures make thes a substantial contribution and a marked turnaround of
contributions of the former Administration pale into insignifi- almost $100 million in the performance of the EWS a few

cance and irrelevance compared to the performance—  years ago. The situation in respect of the $58 million, which
Mr FOLEY: That is a misleading answer. was an actual result of $27 million, has just been clarified for
The Hon. J.W. Olsen:lt is not. the honourable member, and | hope he now accepts and
Mr Foley interjecting: understands that.

The CHAIRMAN: The honourable member has access Mr Foley interjecting:
to the same papers to which all Committee members have The Hon. J.W. Olsen: We can attempt to clarify the
access. situation for the honourable member only three times, and
Mr FOLEY: The Minister may well have figures showing after that | draw the line.
$10.9 million in 1991-92, but 1993-94 was the concluding Mr FOLEY: Let me take it from another direction. What
year of the former Government, and the budgeted debs the current debt level of the EWS? Given that it is a capital
repayment was $27.3 million (estimated) and the actual wasorrower for its capital works programs, what level of debt
$58.5 million. If we compare the figures for the former is it holding?
Administration, it was $58.5 million actual in 1993-94. My  The Hon. J.W. Olsen:lt is $970 million.
point is that no provision is being made in the next financial Mr FOLEY: What provision next year will be made to
year for debt repayment in the EWS. Essentially you areeduce that debt level? What debt repayment plan is in place
freezing the debt, because you are not making any repaymey the EWS to reduce that figure?
against it—you are simply giving that money to State The Hon. J.W. Olsen:That will depend on the perform-
Treasury. It really is significant sleight of hand. ance charter signed off between the Government on details
The Hon. J.W. Olsen: In 1985-86 the drain on the that | will take to Cabinet for sign off for negotiation with the
Consolidated Account was $63.5 million. In the following new board of the South Australian Water Corporation which
year it was a drain of $54 million, and in the following year will subsequently be put in place. | re-emphasise the estimat-
itwas $39.8 million. It was then a drain of $35.4 million and ed cash flow of $61 million, which is an outstanding perform-
then $41.6 million, and in 1990-91 it was $24.1 million. In ance.
1991-92 it turned into a positive contribution as either MrFOLEY: What did you pay off the debt last year? Did
dividend or debt repayment—a contribution and not a drain—you make any repayment in 1994-95 on the EWS’s capital
which amounted to $10.9 million; and in 1992-93 it was zerodebt?
In 1993-94 it was $27.3 million. That is the netimpactonthe The Hon. J.W. Olsen: The member knows, and | will
Government’s Consolidated Account. | am talking about theepeat it again. We sold some assets, and those assets are
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being used for debt reduction. It is estimated that $8.2 milliorto me as the local member. It is also of great concern to a
from the sale of the Ottoway workshops will go towards debformer colleague of the Minister—the Hon. Martin Cameron,
reduction. When other Governments undertake an asset saleo is now Chairperson of the Adelaide Promotions Board.
they put the funds in the recurrent account and balance tHeis an issue about which the Port Adelaide community is
recurrent side with an asset sale, but this Government haseatremely anxious.
policy— Will the Minister give me a commitment and a timetable
Mr Foley interjecting: for the cessation of the outflow into the Port River at Port
The Hon. J.W. Olsen: Like the Federal Government Adelaide, which of course is no more than consistent with his
does. This Government will not be party to accounting of thatL989 election promise to stop these sorts of outflows?
nature. We have a clear policy that, if an asset is sold, the The Hon. J.W. Olsen:This is a matter on which | advised
proceeds are used for the reduction of debt. the Committee in answer to a previous question: the member
Mr FOLEY: Clearly, the Minister has confirmed today for Hart must have been out when | gave the details of the
that his Government through sleight of hand is trying to givePort Adelaide waste water plant; | am happy to repeat them.
the impression that the EWS has become a more profitablEhe process upgrade, nutrient reduction and odour minimisa-
enterprise and is able to meet its own debt reduction requirgion will cost between $10 million and $20 million; the outfall
ments and a dividend to Treasury, when that is clearly not thextension and approved dispersion method, $2 million; and
case. You are simply taking all the profits from the EWS andn relation to monitoring and environmental research, the
not applying any recurrent profits towards debt reduction andheasurement of improvement will have an annual operating
simply giving it to Treasury. That trend is most concerning.cost of some $300 000. These are commitments that the
Essentially, you are milking the cow and not allowing anyGovernment will enter into to meet EPA requirements by the
money to repay the debt within EWS, and that is clearly aryear 2001.
area of major concern. Mr FOLEY: That means that by the year 2001 the
The Hon. J.W. Olsen: The debt to equity basis of the outflow will still be occurring in the Port River but the
EWS is on a sound basis and footing and, for the newsovernment will have reduced the nasties?
corporate structure soon to be putin place, it is very sound. The Hon. J.W. Olsen:Yes.
People have been invited to be part of the board and they Mr FOLEY: Butthe Minister does not plan to stop using
would have looked at the financials of the EWS beforehe Port River as the discharge point? There are prime
committing themselves to be directors with responsibilitieslevelopment sites in that precise position, and the whole
under a corporate body. They will have looked at the debt toecreational and living area of the Port River is significant.
equity ratio of the EWS and will be pleased to join the boardAs a community we had hoped that the Minister’'s Govern-
knowing that the debt to equity ratio is quite sound. ment would be committed to stopping the polluting of that
Mr FOLEY: | hear what the Minister is saying. | do not river and any form of outflow into it.
know how he will ever reduce the $970 million if he doesnot  The Hon. J.W. Olsen:We will be looking at a couple of
apply some of the profit to reducing the debt, which | wouldalternatives related to Port Adelaide. We looked at piping to
have thought would be most essential. What is the value afther locations. The cost of that is an additional $23 million.
the assets held by the EWS, which is soon to be corporatised?hat we propose will meet Environmental Protection
Has a valuation figure been arrived at? Authority requirements of the year 2001. So, the people of
The Hon. J.W. Olsen: Yes, and in agreement with Port Adelaide can be comforted by the fact that at least we are
Treasury two sets of figures will be compiled for the EWS togoing to put in place that capital works program. As | also
meet the Commonwealth Government’s requirements andoted earlier to the Committee, that environmental improve-
sign off by the States as to asset valuation. That will see ment program will be project managed by the outsourcing
significant upward movement in the valuation of the asset. tontractor, which will be required to take into account a
will get the figures in a moment. Under the COAG agreementender call for the provision at each one of these locations;
signed off by the Commonwealth and the States an optimiseut it will be the manager of the program. It is a very
primal approach will be required. expensive program over our four waste water treatment
That will mean a valuation of the assets of approximatelyplants, but the Government has given an undertaking that it
$6 billion, and | point out that the $970 million debt being will pursue that to meet EPA requirements.
carried on that is not a bad debt to equity ratio. | suggestthat Mr FOLEY: | note what the Minister says, but it is a very
many businesses would be very pleased to have that sort 8&d day for Port Adelaide to think that we will not be rid of
debt to equity ratio in their operations. The existing accountthis terrible outflow into the Port River. It is disappointing
ing practice has that valuation at about $2.68 billion, so theréhat an area of such great potential for the community and for
is a significant increase to meet Hilmer's requirements, andevelopment still has to tolerate this outflow into the river.
we have to meet that. Agreement has been reached With The Hon. J.W. Olsen: That is the first time | have ever
Treasury for the purposes of meeting ETSA and the transfdreard a local member of Parliament, when there has been a
from one figure to the other; and so that it does not just jumgommitment to spend $22 million in his electorate, have the
from $2.68 billion to $6 billion overnight with the same asset,audacity to say that this is a sad day. The simple fact is that
there is dual accounting in relation to the asset valuation thathat we will be doing is putting in place a mechanism that
will merge over time. will be of the highest quality; that the problems that have
Mr FOLEY: My last question is on an issue that is been identified in the pastin Port Adelaide will not occur in
extremely concerning, that is, the quality and condition of thehe future. Rather than expressing it as a sad day, | would
Port River; the forgotten river. This Government seems to bbave thought the fact that we are going to commit $22 million
concerned only about the condition of the Patawalonga anaind continuing operational costs of $300 000 would have
the Torrens, but in my electorate we have the most pollutetirought some sort of commendation from the local member.
river in the State. The Port Adelaide sewage treatment works, Mr FOLEY: | cannot let that go without comment. |
which has an outflow into the Port River, is of great concernvelcome any attempt at improvement. The point | am making
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is that it is a sad day that with all that expenditure we stillsame time gain the advantage of removing the main odour
have to tolerate outflows into such an important and ecologisource from Bolivar. That is being discussed in the depart-
cally sensitive area. | am simply expressing some concernment and a decision has to be made and put to the Minister

The Hon. J.W. Olsen: The member for Hart does not and all the other parties involved. That is the way we are
understand the EPA requirements. The simple fact is that @oing at the moment. We are looking at the possibility of
the end of the day there will be zero environmental impact agoing over to an activated sludge plant and producing high
a result of these measures that we are putting in place. We aggiality effluent with some sand filtering of the effluent,
ahead of the other States of Australia; we will stay ahead ofvhich would give it free use on any salad vegetable and give
the other States of Australia. Gratitude comes slowly in someas the benefit of odour control.

instances. . o If we do not go that way but continue to treat the effluent
Ms WHITE: This year the Minister announced with the existing plant, we may eventually have to go for
$1.9 million towards the $20 million upgrading and replace-covering those biological filters. We are also investigating—
ment of assets at Bolivar plant. This is a little at odds withand there is money aside this year for this—covering part of
what the Committee was told last year. | think last year thehe front part of the works, which we call the screens and pre-
Committee was told of plans to spend $360 000 duringeration area. We are costing that in detail now. That may be
1994-95 as part of a $1.6 million program on chemical dosing, better long-term alternative than injecting oxygen continu-

at the front end of the Bolivar treatment plant, to slow thegusly, which we are doing to look after the front part of the
biological filtering arms and to contribute to the solution of works.

the odour problem at Bolivar. At that time Mr Peter Cooper

of the department explained that if these measures Welgerent issues there. On the one hand, there is $20 million,

unsuccessful there were only two other solutions: one was tQpich i ; Ci
. . ; - chis about upgrading existing works (you talk about the
cover the biological filters at a cost of $30 million, and the,; logical filterspgnd thg pre-aegrlation ta(%/ks) and there is

second was to abandon that secondary treatment portion 51 ijiion or $40 million for tertiary treating the effluent,
the plantand go to the construction of a new activated sludg@yich | ynderstand may involve taking out the biological
plant similar to those at the other three waste water treatmeRors and even part of the primary treatment. Is there not a

plants'. ._.conflict there? Do you not have to decide very quickly which
Going by the number of constant and recent compla[nt%ay you are going? Otherwise, in essence, you would be

. . . tting money into something that you are going to rip out
in the area, | can confirm that the odour problem |sst|II'[heree-F§u g y 9 y going P

What exactly will the $20 million that was in the capital m the longer t.erm. .

works budget be used for, and over how many years will it Mr Cooper: We are not _spenfjlng money at the moment

apply? The Minister also referred to $30 to $40 million: whatO" covering th_e biological filters; we are Ie_a\_/lng thaF option

exactly was that for? in favour of trying to solve the problem as itis or waiting to
The Hon. J.W. Olsen:Before inviting Mr Peter Cooper S€€ whether we should construct an activated sludge plant.

to respond with some technical detail, | make the point thaThere is no $.20 miIIion_ being spent on BoIivar_quI_Jr atthe
there was no commitment that the odour problem would b oment. | th|nI.< there is apout $.1 million for finishing off
solved overnight. If | remember correctly the Estimate olivar odours in the next financial year, 1995-96. A lot of

Committee last year, we said that we would continue to tacki§10NEY IS beln_g spentat Bolivar on _other big mechanical gnd
the odour probiem, but it would not be fixed in one year. It€/€ctrical equipment and other things. We are not forging

was a matter of needing to tackle it over a period of timeaheaOI and spending money that will be wasted if we go to the

because of the costs involved in the odour program. This iQCt't\:]atef.?tSIUd%e plant. \t’r\]/e have d?n”g' so:ne necessa:jy tvr\]/ork
also part of negotiations in relation to the Virginia pipeline.On € Titers, because they were fafling to pieces and they

There are other factors related to those negotiations that a Il have to keep going. )
also the subject of ongoing discussions in terms of getting the If we went to an activated sludge plant, we would
right outcome. | am sure the outcome that the honourablBrobably have to wait three, four or five years. It is a huge
member wants will be found; the question is the timing indesign and construction project and those filters would have
which to deliver. to be operating all that time. It is not money wasted. We are
Mr Cooper: Initially you asked what we were going to Not covering them; we are keeping our options open to see
spend the $20 million on. | am not too sure exactly what lingvhether we go to the activated sludge plant. If we go to the
that is againsin toto. We are not planning to cover the filters activated sludge plant, there is an added benefit, because that
at Bolivar in the current or the next financial year; that is notProcess can more easily remove nitrogen and phosphorus
in the plan. Our plan was to adjust the biological filters,from the _effluent. That gives us a benefit from the environ-
which we have done—we had to replace the arms anyway-mental discharge point of view.
and to observe whether the odour had been reduced. We are Ms WHITE: My second question was about the removal
in the process of doing that, but | note your comments. Wef nutrients. Obviously, nutrients are bad for the environment
have a network of people reporting to us regularly. If thisbut, from the other point of view, potentially for growers they
does not work, we have two choices. One is to cover thean be good. | have received representations from a number
biological filters at a cost of about $20 million to $30 million. of growers that the selling of the pipeline to them has
Thatis not in next year’s budget. The alternative would be tancluded a saving of about 4¢ per kilolitre in terms of the
put in an activated sludge plant, which is valued at probablyeduced costs of fertilisers because of the enhanced nutrient
between $30 million and $40 million. content in the water. Of course, we do not know whether
We are in delicate negotiations with the people involvedadding nutrients to water for other potential users, such as
in utilising the effluent from Bolivar for the Virginia Penrice, which is a big user of water, is a hindrance. Where
vegetable triangle. One option is to go to an activated sludgéoes the Government plan to be in terms of a percentage
plant, produce high quality water for the growers and at theeduction in nutrients in the coming years; can you give me

Ms WHITE: As a supplementary question, | see two
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some time frame? | know that the enforcement of the EPAs Ms WHITE: Will the Minister provide the cost of
guidelines comes into this. providing that infrastructure to those residents?

The Hon. J.W. Olsen: That will depend on the final The Hon. J.W. Olsen:| will have to take that on notice.
negotiations with the growers on the business plan. If that cat is something | do not have available. | will see whether we
be signed off in the not too distant future, it is only two to can get some quantification for the honourable member.
three years away if the matter proceeds. However, there are
outstanding matters to be negotiated with the growers in Additional Departmental Advisers:
looking at their business plan. Mr Clive Armour, General Manager, ETSA.

Ms WHITE: My final question relates to mains water ~ Mr Terry Parker, General Manager, Corporate Services.
connections. In a media statement outlining the EWS 1994-95 Mr Terry Kallis, Group Manager, Planning and Finance.
capital works program, the Minister announced expenditure Mr Basil Scarcella, General Manager, Distribution.
of $1 million for stage 1 of an upgrade to water supply inthe Dr Eric Lindner, Group Manager, National Electricity
Angle Vale-Virginia-Two Wells area. That was largely to Project.
complete construction and upgrading of the mains connection
in that area. The Government is putting a considerable The Hon. JW. Olsen: There have been significant
amount of money into the BOO operation in the Hills area taproductivity and efficiency gains in the Electricity Trust. Last
improve water quality for those residents drawing water fronyear was its best year on record. This year the performance
the River Murray. However, as the Minister is aware fromof the Electricity Trust is expected to out-perform last year
representations by me and by the members for Napier arhd be the best year on record. Given the Committee’s time
Bonython, there are residents in the Adelaide area who are gpnstraints, | will not detail those productivity and perform-
amuch worse position because they do not have mains wat@nce improvements: suffice to say that, like the EWS, the
at all. | refer particularly to residents of Virginia in an area Electricity Trust has undertaken substantial restructuring in
of approximately one square kilometre who do not haveecent times. Productivity and efficiency gains have been
access to mains water. passed on to the consumers of power and electricity in South

Will the Minister update that program of mains connectionAustralia. In addition, ETSA has made a significant contribu-
and upgrading in the Virginia-Two Wells-Angle Vale areation to the Treasury this financial year.
and give an indication of the cost to provide that small group | pay tribute to the performance of the outcome officers
of residents at Virginia with mains connection given thatat the table today and to the board and work force of the
some of them are within a few hundred metres of existingElectricity Trust who have embraced substantial restructuring
mains supply? What percentage of the budget for such workand change and have brought about substantial benefits to the
would that cost represent? South Australian community.

The Hon. J.W. Olsen:First, | point out that we inherited Mr EVANS: What is ETSA doing to assist business to
the problems in the system that the honourable member refeiplement energy efficient technologies and practices?
to, and we are trying to work our way through them as The Hon. JW. Olsen:ETSA commenced what it calls
quickly as we can to get efficiency and productivity savingsits Business Energy Efficiency Productivity (BEEP) program
in so that we can do more work. | assume that the areén May 1994, when it was launched at Actil. The program
referred to by the honourable member is a non-residentiglupports South Australian competitiveness by financially
area, where a clear policy has been in place for somassisting the implementation of energy-efficient technologies
considerable time, and that is different from that to which theand processes. In doing so, it encourages business best
honourable member has referred regarding some of the Hillgractice and continues improvement initiatives and hence
areas. Secondly, the infrastructure in place at the moment hatable economic growth for South Australia. That program
capacity limitations. You simply cannot go on adding on toencourages improvement through the implementation of
the end of the line if, by adding on at the end of the line,current technologies which encompass energy efficiency and
people along the line have a water supply that drops off. Yoimproved production potential, export potential and competi-
simply compound the problem, which means that you havéiveness, environmental improvements through efficiency,
to go back and look at the total infrastructure requirementsattention to occupational health and safety initiatives and,
When you do that, there is considerable cost, and that igltimately, employment-sustained economic growth.
different from filtering water and the provision of a whole  Of course, benefits flow to ETSA in that load shifting
new infrastructure to provide water and extend water. occurs, hence deferred generating capacity and asset replace-

| assure the honourable member that, whilst she is makingent is required, energy conservation which supports South
representations on behalf of her electors, there are areas Aunstralian environmental commitments, and business and
Yorke Peninsula which have the capacity for tourism andence revenue growth from a sustainable economic
economic development but the lack of water availabilityfoundation.
means that they simply cannot take place. The infrastructure Business bids totalling 39 were received, and projects
that is there simply will not enable us to expand the watewalued at $6.717 million have been offered financial assist-
supply in a number of those areas. In any event, in mangnce from BEEP. Of the projects offered awards, 25 have
instances it is simply not viable to expand, simply because therogressed to the first stage of payment, and eight are
cost of the extra infrastructure to meet the requirement is pending at this stage. The initial payment of 40 per cent of
cost that the end user would not be prepared to pay for theward has been offered and all payments will be concluded
provision of water. So, it becomes non-viable or non-by 30 June this year. The remaining 60 per cent will be paid
economic. There is a whole range of reasons why thence installation, commissioning and monitoring of the new
implementation or outcome that the honourable membepractices and equipment have taken place.
wants in some instances simply cannot be delivered. | assure From that information, case studies and other marketing
the honourable member that many members of Parliamemdols will be developed so that businesses and processes will
have the same problem. benefit. The second round is already in place for 1995-96. To
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date, 30 submissions have been received, with assistancewsfl be agreed between Treasury, myself, the board of ETSA,
$1.3 million sought. Again, the ETSA component is to beand the new board of the ETSA Corporation to take effect
approximately $1 million in the year. from 1 July. Tax equivalent will be a feature of successive

Mr EVANS: Will there be any variation to ETSAs budgets; it is not a feature of the 1994-95 budget.
tariffs, fees and charges for the forthcoming financial year? Mr FOLEY: | am attempting to break down that

The Hon. J.W. Olsen: The average increase in overall $210 million. The Minister's argument is that, under Hilmer
tariffs for ETSA in the forthcoming financial year will be 0.3 competition policy, he is required to provide a dividend to
per cent, and an average domestic tariff increase of less th&overnment. | am trying to find out the true worth of that
CPI, partially achieved by an increase in the domestic supplglividend and whether the $210 million or subsequent figures
charge. There will be a reduction of 7.5 per cent in domestiin future years will exceed the dividend and have an impact
off-peak and a reduction of 5 per cent in business off-peakn the financial performance of the trust.
tariffs. There will be a rationalisation of industrial, general ~ The Hon. J.W. Olsen:Next financial year it will not be
purpose and farm tariffs, with no price change on average210 million plus tax equivalent; the dividend plus contribu-
There will be no change in demand tariffs applicable to majotion made by ETSA to the Government will be broken down
customers and other miscellaneous tariffs. into tax equivalent and an appropriate dividend return on

For the second consecutive year we are making Southsset. A number of guidelines have been established by
Australia more competitive in a business sensehwib per  Hilmer in relation to percentage return on assets. Therein lies
cent further reduction in off-peak tariffs for business.a significant challenge for South Australia, given our low
Residential consumers can take advantage of the new ratgmpulation density, the dispersed nature of our distribution
with a 7.5 per cent off-peak reduction in tariffs. The fact thatsystem, and therefore disadvantaged costs as it relates to low
the overall increase to ETSA will be 0.3 per cent means thagrade brown coal and the Australian National monopoly line
there has therefore been a real reduction in the overalhat does not assist us in the costs of operation. However, as
average costs for South Australians. ETSA's performance hds have said, the question of tax equivalent will be
enabled us to position that, as well as making a substanti@corporated in the next set of accounts.
contribution to the Treasury this financial year., Mr FOLEY: What is the current level of debt in the

Mr FOLEY: As | have said, | will attempt to cover the Electricity Trust and what amount was paid off that debt in
broad questions that we want answered in the next 2#his financial year?
minutes. | am conscious of the Chief Executive’s requirement The Hon. J.W. Olsen:The current debt is $964.7 million.
to fly back to Sydney. As | indicated earlier in respect of theThere was not a reduction in the level of the debt this
EWS, this year’s estimates for ETSA are conducted withoutinancial year.
the Opposition having any current information on the Mr FOLEY: The figure of $964 million is coincidental
activities and performance of the trust. Of course, nawith the level of EWS debt of $970 million. What has been
information in the Program Estimates is provided because dhe level of debt repayment in previous years? Has it
the change in the budget cycle, and for a similar reason theormally been the case that ETSA does not make any
Auditor-General’s Report also is not available. Obviously, therepayment to its capital debt?
trust has not yet produced its annual report. That lack of The Hon. J.W. Olsen: | will obtain those figures
information for Parliament places a large caveat over this pagccurately for the honourable member over the past two or
of the Estimates in respect of ETSA. Will the Minister pleasethree years and incorporate thenHansard
give a commitment that next year we will address the issue Mr FOLEY: Has the board of ETSA considered the
of an interim Auditor-General’s Report, an annual report, angroposal that EDS take over the information technology
some provision of accounts? requirements, and does that have full board agreement?

The Hon. J.W. Olsen: Some of those measures are not The Hon. J.W. Olsen:The board has given consideration
within my responsibility. | do not disagree with the principle to the whole of Government outsourcing information
embodied in the question. It is a matter of addressing it. Ofechnology and data processing, and it has been and is
course, in the first year of moving to the new cycle to becooperating with the Government in that policy objective.
consistent with, in effect, what the Commonwealth Govern- Mr FOLEY: Has that been a decision arrived at by the
ment has achieved, it is interesting to note that the change dbard or has that been subject to ministerial direction?
the cycle at Commonwealth level certainly put pressure inits  The Hon. J.W. Olsen:| have not given a direction to the
system in the first year of the changeover, as indeed it has moard. The board has written to me some time ago indicating
South Australia. It is a valid point, but it is not for me to take that it is comfortable with it and is supporting that view.
account of it other than to say that | will pursue with the Mr FOLEY: We discovered last week in Estimates
responsible Ministers an outcome to meet the point that waSommittee questioning that a number of statutory authorities
made. have received ministerial direction.

Mr FOLEY: This year’s provision by ETSA to the State  The Hon. JW. Olsen: | am sure that letters are not
Treasury of $210 million is a significant increase on divi-floating around from ETSA or EWS similar to that to which
dends paid last year. | will not be too political but | will you referred in last week’s Estimates Committee.
quickly remind you of Dean Brown's comment when MrFOLEY: Does ETSA have a program for outsourcing
Opposition Leader that ETSA would not become a branch obperational functions at present? If so, would the Minister
the State Tax Office. That aside, how much of thatoutline to the Committee what the outsourcing program may
$210 million is due to the introduction of the tax equivalentbe?
regime, as required by the Commonwealth’s competition The Hon. J.W. Olsen:I will ask Mr Parker to respond to
policy? How much of that $210 million equals the tax that.
equivalent regime? Mr Parker: ETSA has been responding to an inquiry of

The Hon. J.W. Olsen:That is not a current consideration, the Economic and Finance Committee in relation to this
but it will have to be included in the performance charter thamatter and has provided a detailed response to it. | think it is
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with Premier and Cabinet at the moment. Basically, thesignificance to South Australia; recommending the most
position we have taken on all outsourcing proposals is that wappropriate electricity supply industry structure for South
carry out some sort of business case analysis to see what tAastralia; ensuring South Australian entittements on the
impact of the proposal would be; some proposals havinterconnector operating agreement are maintained—and that
proceeded, others have not. For instance, we have outsourdsa key; recommending future customer franchise limits and
the installation of underground residential distribution mainghe associated provisions for initial vesting contracts;
in new land developments. There are two contractors workingnsuring that necessary and appropriate legislative and
on that work now. Meter reading has been outsourced teegulatory requirements for South Australia’s electricity
some extent, although not completely. Some customer servisaipply industry are actioned; recommending arrangements
calls are also done by a private sector contractor. In eadheeded to ensure reliable electricity supplies in South
case, the economic evaluation was in favour of that step beingustralia; and coordinating South Australia’s representation
undertaken. on relevant State and national bodies relating to the South

Mr FOLEY: That certainly addresses the issue of smalAustralian electricity sector. They are amongst the range of
scale outsourcing and functions for outsourcing. Does th&atters being considered by that reform unit that has been in

Government have plans for any large scale outsourcing iRlace for a little over a month at this stage.
respect of what we are seeing presently with EWS? Mr FOLEY: We are aware that a number of approaches

The Hon. J.W. Olsen:No. have been made to substantial users of electricity in South

. ] . Australia from the newly-created entity in Victoria. | do not
GO\l\//lerrEglélrEltYs' E\i\(/er(]:?rti;'[; g‘:cig‘ra\ll\;gﬁgr%mpe;?;g2Pasbﬂ];thheeaexpect the Minister in this forum to give me examples, but
to report on the objectives of South Australia’s involvement-2" h? _|nd|cate whether South Australia hgs Iost_any major
in the national grid? electricity users as a result of the competition policy? Have

X we been able to meet the challenge successfully to date?

The Hon. J.W. Olsen:We have agreed to participate in ~ The Hon, J.W. Olsen: So far we have lost no major
the national grid provided the National Grid Management.,siomers, but that is not to say that in the future, given the
Committee is prepared to take into account five areas Qbye| of competition and the desired outcome of these
concern that South Australia has. We are pursuing that. Thgrctural changes, that that might not occur, but we have not
advice to us has been that we should join the system and th@¥ne so to date. While the trust as a unit can keep on the
would solve the problems after the event, whereas we haveoqyctivity and efficiency gaining curve that it is on, while
indicated that that is not the process we prefer. We want thge continue to reduce the cost of electricity to South
problems addressed prior to participating. ~ Australian consumers, we will build up a greater insurance

In addition, and it is a recommendation of the Electricity policy against that happening.

Sector Working Party, we have put in place the Electricity Mr FOLEY: As to tariffs, how does the cost of generat-
Sector Reform Unit, comprising officers of the Electricity ing and distributing power on a kilowatt hour basis in South
Trust, Mines and Energy, and Treasury, who are working ahustralia compare with Victoria and New South Wales? Can
the direction of Graham Longbottom (formerly of Mitsubishi the Minister provide that information?

and the HEC in Tasmania), attempting to address for us a The Hon. J.W. Olsen:Do you want the figures for New
whole range of questions of the National Electricity Manage-South Wales and Victoria?

ment Company, the National Electricity Code Administrator, Mr FOLEY: Yes. | assume that they are our major
and the National Grid Management Council, and looking atompetitors, but | would like any other figures that may be
the structures we require in South Australia to meet theyppropriate. | seek benchmark figures about where we are
challenges of this national electricity market. We are facingsitting currently.

enormous challenges. There have been some delays in The Hon. J.W. Olsen:Do you want consumer published
implementing some of those policies. The ESRU is addressariffs or the cost of generation?

ing and will be giving advice to Cabinet on some of the  MrFOLEY: Iwould like both if possible, because | want
processes, structures and our representation on that commg-compare the situation.

tee. The Hon. J.W. Olsen: | insert in Hansard a purely

The ESRU terms of reference are as follows: identifyingstatistical chart detailing tariffs in market segments compar-
and resolving issues relating to both design and participatioimg South Australia with SECV (Victoria), Sydney Electricity
in the national electricity market, which are of particular (New South Wales) and SEQEB (Queensland).

Interstate Comparison of Electricity Prices
Current & Projected Prices

(¢/kWh)
Market Segment ETSA VIC NSW QLD
Typical Customer (SECV) (Sydney Electricity) (SEQEB)
94/95 94/95 94/95 94/95
Domestic—No Off-peak (Code‘110’) 13.0 15.25 11.2 11.75
(2000 kWh/quarter)
Domestic ‘All Electric’ (‘110'/'116’) 9.1 9.5 7.45 8.0

(2000 kWh/quarter on-peak,
1000 kWh off-peak

Very small industrial/ 151 23.15 15.0 14.5
commercial (‘120’ or ‘130’)

(2000 kWh/quarter, no off-peak)

Small office/shop
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Interstate Comparison of Electricity Prices
Current & Projected Prices

(¢/kWh)
Market Segment ETSA VIC NSW QLD
Typical Customer (SECV) (Sydney Electricity) (SEQEB)
94/95 94/95 94/95 94/95
Small Industrial/ 13.9 19.35 12.4 14.25

Commercial (‘120 or ‘130)
(7500 kWh/quarter, no off-peak)
Deli/local take-away/local hotel

Medium Industrial/ 10.1 12.9 10.7 10.95
Commercial ('130°/'131")

(35000 kWh/month, 40% off-peak

Seven day supermarket, large hotel

Medium to large industrial (*160") 6.7 5.65 7.05 7.6
(1000 kWh, 450 000 kWh/month)

Large Industrial (‘2007) 6.3 5.65 6.6 7.3
(10 000 kw, 4 500 000 kwWh/month

HVD)

The Hon. J.W. Olsen:As to the internal generating cost, capital injection in the future to assist with the efficient
we do not have the Victorian figures and Victoria does nobutcomes of our generating plants.
have our figures. Mr FOLEY: Through internal revenue and funding
Mr FOLEY: On reflection, that was probably not the sources?
smartest question to ask, and | am happy to have a private The Hon. J.W. Olsen:Yes.
briefing on those figures at a later date. Mr FOLEY: | understand that further efficiencies may
The Hon. J.W. Olsen:The chart that | have tabled gives or may not be needed in future. It is a question of whether or
a comparison across the board in a range of small, mediuriot the 2 800 was the end of the immediate redundancies.
and large segments. The Hon. J.W. Olsen: On present indications that is
MrFOLEY: There is no trickery in the question; | merely where we see that but, as | have said, change will never stop,
want to see the position. What will be the total revenue fofvhether we like it or not.
ETSA for 1994-95, and what percentage of revenue willbe Ms WHITE: In the seven months that | have been the
generated by commercial tariffs and what percentage byhember for Taylor there have been alarmingly frequent
dom(_estic tfariffs? How does this financial year compare witheports of blackouts and brownouts, particularly in the
last financial year? Paralowie and Settlers Farm areas. Will the Minister provide
The Hon. J.W. Olsen:The total operating revenues from some statistics on blackouts and brownouts either to confirm
the sale of electricity in 1994-95—and obviously we have nobr deny that my constituents have an unfair share of blackouts
included the past month or so in this year's figures—areand brownouts, and is there some peculiar problem or

estimated at $877.9 million; revenues from other areas arg@eakness in equipment servicing that area that would cause
$31.6 million. The total operating revenues amount tathat incidence?

$909.5 million. About 40 per cent comes from domestic The Hon. J.W. Olsen: There has been a constant
tariffs. improvement in the performance of the Electricity Trust in
Mr FOLEY: s that consistent with previous years? reliability of supply and down time in that supply, and last
The Hon. J.W. Olsen:ltis about on track with previous year there was a further improvement in the performance of
years. the Electricity Trust in minimising outages. That does not
Mr FOLEY: As to the ETSA work force, | am not mean to say that there cannot be further improvements, but
seeking to draw comment on the recent industrial disputatiorthere have been some substantial gains in recent years in that
which has been resolved, but what is the final expectedrea.
number of ETSA workers once we go through the latest MsWHITE: Ifthatis the case, it will probably make my
tranche of redundancies? What is the final expected levellingonstituents feel much worse, in that there have been

out figure? relatively frequent blackouts and brownouts. Will the
The Hon. J.W. Olsen: Approximately 2 800. Minister look into that situation?
Mr FOLEY: Do you believe that will be a stable figure ~ The Hon. J.W. Olsen:| can certainly have a look at it as
for the short to medium term? it relates to Settlers Farm. | will take that on notice and we

The Hon. J.W. Olsen: Currently there are 3 280, and can look at that, and | will reply directly in relation to the
about 480 or 500 have been referred to, taking it down teeliability of the supply to that area. The average number of
2 800. Change constantly evolves, and that is where | thinRiinutes per year that a customer is without electricity has
it will stay but | cannot give a commitment that that is wherebeen reduced from 160 to 110. That is the improvement level
it will stay. The pressures being applied for productivity andin recent times.
efficiency gains will be absolutely constant. InETSAinthe  MrFOLEY: Oneissue that concerns me and | know has
past couple of years operating costs have been reduced foeen a perennial problem for ETSA is the issue we saw
four years in a row. For the fourth year in a row we havehighlighted in Elizabeth with the power surges. | accept that
reduced operating expenditure, and we are on track to do thBTSA does not claim liability and whilst, if a car smashes
this year. If we can continue to contain or reduce costs, it wilinto a stobie pole or an unrelated ETSA mishap causes a
be a big step towards achieving the productivity and efficienpower surge, it is probably fair to say that liability should not
cy gains that we have to put in place. We will be looking atlie with ETSA, when it can be proven that faulty equipment
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within ETSA causes the power surge | am of the view thatoming to fruition, that is, the implementation phase, clearly
full liability should be considered by ETSA. Is that somethingthe international demonstration site is being established
to which the Minister has given consideration? | appreciat¢hrough MFP.
that past practice has been that there is no liability, but I think For Stage 1, urban development, in the current year the
that is an area that should be looked at again with a view tG&overnment has moved to acquire the land at The Levels
reforming it. adjacent to the former Technology Park, and that has
The Hon. J.W. Olsen:| was asked a question in Parlia- proceeded in recent weeks. At Technology Park the IT and
ment by the member for Elizabeth and indicated that | wouldl' Centre for Excellence has been established. The Levels
take up the matter with the Electricity Trust to see whethefand plus the Centre for Excellence land comprise Stage 1 of
there were extenuating circumstances in that case. ETSMFP Australia’s urban development. Acquisition of the land
maintains its policy and response in relation to liability but,has enabled an early start to the urban development.
in regard to the Elizabeth incident on 19 May, has decided t®elfin/Lend Lease is proceeding with the preparations of the
recompense those affected byexgratiapayment, follow- ~ first phase of those plans.
ing a detailed assessment of the circumstances. It is a one-off The corporation has a new Chairman in Sir Llew Edwards,
circumstance. An assessor has been engaged to discuss vatid we hope to have the opportunity to review the plans as
those directly affected the level of recompense that ought tpresented by Delfin/Lend Lease towards the latter part of this
be extended in the circumstances. year. Work proposed in the coming year will ensure that
| once again draw the attention of the Committee to whatelecommunications infrastructure within the design places
I consider to be ETSA's outstanding performance. Much haéwustralia’s MFP at the forefront of communications tech-
been done; much more needs to be done, but one ought t@logy, which is another reason to quote the demonstration
acknowledge the very substantial performance, productivitygite.
efficiency and restructuring that has been undertaken within  With regard to environmental clean-up, the creation is
ETSA, and | thank the officers at the table for their supporwhat is believed to be the world’s largest urban wetland
to enable that to happen. system. It was foreshadowed last year and is now well under
Mr FOLEY: The Opposition also acknowledges the workway at the Barker Inlet. It is an outstanding project, once
of the corporation in terms of having to deal with competitiveagain having application throughout the Asian region, for
pressures, and we look forward to a productive and cooper&xample. The export opportunity and potential of what we
tive approach where possible with ETSA and the Governmeritave been able to achieve here will have application and the

on electricity policy. capacity to earn export dollars and project management from
Australia.
[Sitting suspended from 6 to 7.30 p.m.] The wetlands planned for the Gillman area will bring the

total wetlands created to some 350 hectares. The award
winning wetlands of the most advanced design in the world

Additional Departmental Advisers: are restoring a degraded wasteland area into a haven for bird
Mr R. Kennan, Chief Executive Officer, MFP Deputy life and recreation. Certainly, that has been brought home by
Chairman. people who now travel the Salisbury Connector Highway.
Mr K. O’Dea, General Manager, Commercial Administra- Now that has been opened up the people who travel through
tion. the area are absolutely amazed at the amount of work that has
Mr D. Ryan, Corporation Secretary. been undertaken. One of the problems with the MFP in the
Mr K. Aufderheide, Financial Controller. past was the marketing of the progress to date, and that has

Mr J. Beever, General Manager, Policy and Liaison.  taken a quantum step forward in recent times.
The wetlands to which | have referred eventually will

The Hon. J.W. Olsen: The Government's support of collect around 40 per cent of Adelaide’s total metropolitan
MFP Australia has clearly been evidenced by the increase istormwater run-off, filtering out rubbish and pollutants which
capital funding from $31.4 million to $36.4 million, signify- have caused untold damage to the marine ecosystem in the
ing confidence in the progress now being made with thiBarker Inlet. That process has already begun. The 172 hectare
nationally significant project. The funding increase reflectBarker Inlet wetlands, which can be seen from the connector
the quickening pace of activity which has followed theto which | referred a moment ago are due for completion in
refocusing of Stage 1, urban development, following thel996, when some 100 000 plants and shrubs will have been
election at the end of 1993 and the start which has been magiéanted. Work has also begun on reclaiming future use land
on substantial MFP projects from planning preparation tat Gillman which for many years has been carelessly used as
implementation. We are now seeing the outcomes of planning dumping ground.
over what has been a considerable period, but there are In relation to the Australian-Asia business consortium, the
clearly some outcomes now on the agenda. private sector development program also foreshadowed last

MFP Australia is starting to deliver on its promise of year has made a promising start with the education design
building in South Australia a city which is a model for team, comprising more than 20 of the largest Asia Pacific
sustainable, urban, economic, environmental developmebrporations meeting in Adelaide in December and Taipei in
into the next century, clearly establishing South Australia asMarch. This year will be a critical one for the AABC, in
a demonstration location internationally for a number ofwhich the corporations now actively working with MFP
projects which will have international application. That wasAustralia to design the content of the program and commit
one of the purposes of MFP, namely, to demonstrate ththemselves to it, with the first intake at the start of 1996.
technology, research, development, capacity and initiative of The Virginia pipelines scheme is undergoing extensive
Australian innovation, so that the rest of the world could seevaluation, and reference has been made to the 50 million
what we had to offer. With the range of projects that aremegalitres of water discharged currently into Gulf St Vincent.
currently being considered, are on the drawing board or ar€hat can be recycled and sent up to the Northern Adelaide
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Plains for export market opportunities in horticulture,to have 26 000 square metres of office accommodation
viticulture and floriculture. We are negotiating, as | men-operating on 1 November this year. | know that with
tioned earlier in the Estimates Committee today, with theMotorola and Galaxy we have performed exceptionally well
growers in relation to the development of a business plan tat building buildings, but it is not quite that quick to go from
dovetail into the Engineering and Water Supply Department'dune to 1 November with 26 000 square metres of operating
commitment to meet EPA requirements for the Bolivaroffice accommodation. It is critical from Westpac’s point of
sewerage treatment plant in the next few years. view that it meet that operating and transfer date, so the
I would hope that within a few months we will be able to Lockleys site is a logical location for it.
move forward with the Virginia pipeline scheme, but that will | want to repeat the comments | made earlier today in
depend upon the growers and the business plan that iislation to the opportunities at MFP concerning the accom-
eventually developed with the growers. There will bemodation requirements foreshadowed to me. | do not know
substantial capital commitment on top of what the Federalvhether the honourable member was here when we talked
Government through BBC has offered in the $10 millionabout that earlier today. The simple fact is that | have asked
towards the scheme as a requirement of EWS to upgrade thé~P, EDA and Colliers, who currently are looking after the
sewerage treatment plant, but there also will have to be &chnology Park site, to look at the whole scope of oppor-
commitment from the growers in relation to that scheme. tunities and requests for accommodation to meet those
The New Haven village which has been opened also isequests and to determine what we might need to do to
another example of the innovative design features that we aszldress that need. Clearly, there is a capacity for substantial
able to implement in South Australia. That is anotheradditional accommodation at Technology Park, and we are
international demonstration site in South Australia that camooking at ways in which we can address that.
shopfront the innovative, creative design and capacity of
Australia. To summarise, considerable progress has been Membership:
made. The key projects are on track and tangible benefits will Mr Quirke substituted for Mr Rann.
be seen in the not too distant future in relation to those MFP

projects. Mr FOLEY: What | was aiming at with the question on
The CHAIRMAN: Does the member for Hart wish to Westpac is something | have raised previously, that is, the
make an opening statement? Government's economic development plan with respect to

Mr FOLEY: On behalf of the Opposition, | should like MFP and the need to have them both running together. Whilst
to make a brief statement. The Opposition’s support of thgou are the Minister responsible for both the MFP and
MFP is well documented and also its views that the MFRndustry, which is an important mix of the two areas, are you
board is brought to this Parliament on too many occasiongomfortable and confident that we are getting that synergy
Please do not take this the wrong way, but too often in thi@nd therefore that the economic development opportunities
sort of forum we meet Mr Kennan and the members of théhat the MFP sees sit with what you see in terms of the EDA
MFP management team. In large part that has been addresg¥tfivice vers& We do not have an over duplication, nor do
by the Government through the Minister in terms of reducingve miss the opportunities to ensure that we develop that
the reporting requirements of the MFP to this State legislacritical mass at the MFP through both the energies of the
ture. It is clear that the Opposition is supportive and wel-EDA as well as the MFP?
comes the direction of the MFP. Whilst there have been some The Hon. J.W. Olsen:One of the beneficial outcomes of
political cosmetics to the refocusing of the MFP, it is still my portfolio mix is that not only do I have the EDA and the
welcomed and supported by the Opposition. The OppositioMFP but | also have the EWS, which impacts directly against
clearly wants to see the MFP develop to its full potential.some of the key objectives of the MFP. For that reason, it is
That does not mean that at times we will not have some@ portfolio mix that has borne, | would argue, substantial
concern about specific issues relating to the MFP, but in theenefits in terms of removing duplication in some areas,
main we are supportive of it. clearly focusing on the outcomes and being able to coordinate

| have had the good fortune to meet the Internationathe agencies to get the desired outcomes. Work load is
Advisory Board on two occasions at least. | have also bee@nother matter but, in terms of coordination, it has been very
to Japan with the former Premier where | met the Japanedgeneficial.
end of the MFP. In addition, | have witnessed many of the Mr FOLEY: | refer to self funding of the MFP. Regard-
good things that are done behind the scenes. From my poiittg Federal and State Government funding, as useful it is, |
of view, the MFP has a supporter. My colleague the membeam sure one would have the view that we would want to
for Taylor and | share the MFP within our electorates. | hopéhedge against that being as significant a contribution to the
that the Gillman site will reposition itself as a priority sooner MFP operating budget as it currently is. How is the MFP
perhaps than the Government intends. | am sure that wijoing in terms of reaching a position of if not self funding in
happen. The New Haven development is right in the middléerms of its recurrent operational expenses at least some
of my electorate, and | welcome it. degree of meeting a fair proportion?

Was consideration given to the location of Westpac atthe The Hon. J.W. Olsen:That is not something likely to be
MFP Technology Park area? Given the functions of thettained in the short term, although we are working towards
Westpac deal, the back office function and the synergies ithat. With Delfin Lend Lease and the expansion of the core
terms of information technology, | think it would have beensite to take in areas where development can take place in the
a good critical mass and a good fit to have had it at thashort term, one of the opportunities will be to generate cash
location. | take it that Westpac has found a site that alreadffow out of that area that can be opened up now to assist with
had a pre-existing structure, but was consideration given tthe opening up of the areas towards Gillman. Whilst the
that location at Technology Park? member for Hart would like the priority of Gillman to be re-

The Hon. J.W. Olsen:Yes, some consideration was given established, perhaps he would show greater appreciation than
to that, but one of Westpac’s fundamental requirements was terms of the $22 million for the Port Adelaide sewerage
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treatment plant, which was shown earlier. The idea in theso that waste water and stormwater do not leave the site. Of
concept is, by expanding the core sector, to get privateourse, that impacts against the Port River and Gulf St
involvement and cash flow generating into further developVincent. By the time we fix up the Port Adelaide sewage
ment working towards the western side of the core site.  treatment plant, the clarity of the Port River will surprise even
Mr Kennan: Projects such as Australia-Asia Businessthe member for Hart. As well, average water consumption is
Consortium are very much private sector driven. Obviouslyreduced by a quarter, and alternative energy sources such as
to seek funding to get them airborne is very much the role wsolar and geothermal heating and cooling are used. What has
carry at the moment, but then they must be self-sustaining iheen achieved at North Haven will not only have application
order to survive. So, | think we are setting ground rules nowo the MFP stage 1 but will be a demonstration site for
that lead toward what the honourable member is asking. ihternational visitors. The intangible benefit from a number
think the Minister is being quite forthright in indicating that of those projects is immeasurable.
it will take a little time to get there; it is not there yet. Ms WHITE: In my electorate, a soda ash company,
The Hon. J.W. Olsen:l am sure that from the point of Penrice, employs a significant number of people. When the
view of the Commonwealth and the State, the sooner yoboundaries of the MFP development site were nominated,
reach that position the better, provided you do not comprothey cut across Penrice’s existing operations. The land to
mise the original objectives of the project. A project of thiswhich | refer has some salt crystallisation pans on it. If
nature has intangible benefits that are sometimes hard ®enrice is required to move those salt fields, it will require a
guantify in terms of a bottom line advantage. If you have arsignificant lead time in order to plan and to set up on an
international demonstration site and project management @lternative site. | should imagine that the cost involved in
a scheme such as this overseas, how do you quantify that @oing that will be many millions of dollars. If that company
terms of the bottom line return? That is where it becomesvill have to relocate those salt crystallisation pans, when will
somewhat difficult. The long gestation period is over. It isthat be? What negotiations are now taking place between the
time during the next 12 months to get real runs on the boardompany and the MFP?
that are visible. The Commonwealth Government, in terms The Hon. J.W. Olsen:Sensitive commercial negotiations
of the BIE report again this year into the MFP, and the Soutlare being undertaken between Penrice, the MFP and the
Australian Government are providing significant encourageSouth Australian Government in relation to a number of
ment for the MFP to be successful, but that will not continuenitiatives relating to Penrice. | do not think that it is appro-
ad infinitumwithout visible runs on the board. The next 12 priate, in a public forum, to discuss or debate those initiatives,
months are absolutely critical in terms of the long-term futurebut the interests of Penrice as a significant employer will not
of the MFP. be jeopardised. There is good will on the part of the MFP to
Mr FOLEY: The irony of John Bannon’s vision being ensure that the company’s future in South Australia is not
successful now in the hands of John Olsen is an interestinjgopardised. The negotiations with Penrice are continuing.
twist of fate. Ms WHITE: The operations of Penrice and the MFP are
Mr KERIN: The Minister mentioned the New Haven vital to the State. | sincerely hope that the negotiations
estate. What lessons has the MFP gained from its involveadvantage both organisations. The Minister said that the MFP
ment in the New Haven estate? would have about 12 months in which to deliver benefits and
The Hon. J.W. Olsen: The New Haven estate was the projects. What specifically will you be seeking from the MFP
result of a national competition jointly sponsored by BHP andbver the coming year, and what performance standards will
the MFP to raise standards of housing design and buildingou set for the MFP? How will you measure its performance
methods throughout Australia and, again, to provide amver the next 12 months?
international demonstration site. It was a way of showing how The Hon. J.W. Olsen:Performance will be measured by
the public housing and streetscape design might look in theutcomes. Barker Inlet and Magazine Creek are well on track.
MFP urban development. It was to show the way forward inThe Australia-Asia business consortium, which has its first
medium density and new approaches to affordable, environntake next year, is operating successfully and is well on
mentally sensitive, energy efficient housing in a communitytrack. In relation to the MFP urban development stage 1, one
orientated setting. The design incorporates a main road, would hope that, before the end of the year, we will move to
railway station and a public park. The member for Hart wouldphase 2 of the project. Therefore, one would hope for some
know about this as it is situated in his electorate and he haggnificant announcements about the course to be pursued in
attended a number of functions related to the opening of Newelation to the urban development design. As it relates to the
Haven. Virginia pipeline, | hope that, in the next three to four
It keeps the cost of housing and land packages at less thamonths, that matter will be successfully concluded.
$120 000. Itincorporates outstanding design and innovation. If you are looking for benchmarks or performance targets,
At the same time, it implements energy, water and wastéhey are the four. They are the key targets that need to be
management systems on a site as pilots for MFP urbaestablished between now and 30 June next year, all having
development. | think that is important to recognise; it is abeen successfully concluded and in varying stages of their
pilot scheme, as is Intelligent Home, which | had the privilegedevelopment phase. If we are able to achieve that, clearly we
to open in Adelaide at Regent Gardens last week. Both haweill have demonstrated tangible, beneficial, visible outcomes
application to the new urban design at Technology Park at thef the MFP.
Greater Levels. Homes which were built for the Housing Ms WHITE: Picking up on the issue of the Bolivar-
Trust as developer are now available for sale. They provid¥irginia pipeline which the Minister knows is of some
a practical example of the type of technologically advancednterest to me, what stage in relation to those performance
environmentally sensitive and community conscious develogargets would the Minister assess as being acceptable that the
ment that will be built in stage one of the MFP. MFP has reached on that project?
Performance targets achieved include average household The Hon. J.W. Olsen:MFP is not the only player in that.
reduction of energy use by 30 per cent using recycled waterreferred earlier today to the fact that the EWS Department
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made a major capital commitment of, | think, between $30 Ms WHITE: Is the Minister satisfied with the current
million and $40 million, which is a substantial commitment division of responsibilities between the MFP and the agencies
on behalf of the State Government to undertake the clean-umder the portfolio of the Department of Environment and
of the water—in layman’s terms—to meet EPA requirementsNatural Resources? For example, it seems to me that the MFP
and how that might lead off into the further treatment forcould be one of the vehicles for attracting greater participa-
distribution network. The $10 million of Building Better tion by the environmental and waste management industry—
Cities funds we assume will be used in part of that furthemwhich | believe is growing at about 10 per cent per annum—
treatment. It will be a requirement of the growers to accepto accelerate environmental reclamation, reduction of land fill
a business plan in anirrigation district on a take-in pay basiand so on.

for the water that is cleaned up and distributed through that The Hon. J.W. Olsen:l am not quite sure of the basis for
system. A working party currently comprising the growers,the question other than the interaction between the agencies,
EWS and MFP has made quite substantial progress in receabd my understanding is that there is good interaction
times, and | am confident that will successfully come to abetween the agencies; there is a cooperative, collaborative
conclusion in the next month or two. effort and, to my knowledge, there have been no difficulties

Ms WHITE: As the Minister knows, my electorate takes in that area at all. o . .
in part of the MFP site—that is, the high tech end of town, | Ms WHITE: Will the Minister provide a comprehensive
guess you could say. Another part of my electorate takes ilist of the major projects currently undertaken under the MFP
some of the most Socio_economica"y disadvantaged peopwnbl'e”a that have been finalised and also prO]eCtS about to
in this State—that is, people who do not have particularlyoe pursued by the MFP? . .
high skill levels in terms of their employment opportunities. ~ The Hon. J.W. Olsen:In my presentation to the Esti-
If the aim is to attract a lot of high tech industries and highmates Committee | have canvassed all the projects of the
tech jobs to this State, many of my constituents do not falMFP, including their current status. _
into those types of roles. What role does the Minister see the Ms WHITE: What are the reasons for the increase in the

MFP playing in upgrading the skills base for work forces incapital payments to the MFP from $24.84 million this year
the northern area? to $30.3 million next year; and what projects are planned for

The Hon. J.W. Olsen:The MFP has to be understood asthat 1995-96 allocation?

a small core group of 39 people. | do not see the MFP of 39 The I-(|jofn. (‘j]:W' . Olﬁen: Thel prinlgipgl dfeasﬁ]'? for the
people being an education or training skills base, nordo | s pcreased funding in the capital works budget this year over

them as providing services that other Government agencig&St year involved the acquisition of land previously held by

ought to be providing in the category the honourable memb e ‘pag t?ank’ whilcgfc&rg]efd part of the MFP core site, and
talks about. The MFP has a clear focus. It has a charter arigat IS being concluded before 30 June.

i : : Mr QUIRKE: Getting back to Penrice, you said a
responsibility to deliver on those areas. The le, flow- '
P y rippee, TOW Onmoment ago that we ought to trust you and trust the MFP and

effect and beneficial outcomes of that will be felt by all . best intenti That indeed b d advice but it
people in the community. The honourable member is askin s best intentions. That may indeed be good advice butitis
ertainly not doing a lot for Penrice. Penrice is concerned,

MFP to take on a role that is not and was never envisaged . . .
be its responsibility with a staff of fewer than 40 people. and I_Would like to be able to tell it after these hearlngs_to_qay
Ms WHITE: D the Mini K led hat th that it does not have to fear the compulsory acquisition
" St' e O?f H € r:n_lséer acknow eh_gest at g € powers of the MFP in respect of any of the properties it holds.
3 rac 'C?n Oh some '% teckfln ustrletshto ¢ Itsh tate b oi enrice views the compulsory acquisition powers as a sword
€pend on having ready work forces In the northern SUburdgy pamocles hanging over its operation and its current plans
to take advantage of some of those jobs?

_ for expansion.
The Hon. J.W. Olsen:The honourable member has just  The Hon. J.W. Olsen:| do not know how recent is the

drawn a distinction between two groups of people within hegdyice of the honourable member—
own electorate; now she is trying to bridge the gap between My QUIRKE: About two weeks.

those two groups. The MFP has a clear and specific charter. The Hon. J.W. Olsen: The new Chairman of the MFP has
Itis pursuing that charter in relation to high tech industriesentered into the dialogue with Penrice after a discussion with
Itis like the deal with Westpac the other day. The Oppositiorme, and my understanding is that that matter is on track and
said: this is a good deal, but the trouble is all the jobs argnhere is not a level of concern with Penrice based on the
going interstate. It is like saying: it is not bad for South discussions of Sir Llew and Mr Ron Knudsen from Penrice.
Australla, but.trylng to discount the benefit for the State. YOL| can assure you [hat' if Mr Knudsen were not happy with the
cannot have it both ways. outcome, based on past experience | would be aware of it
The simple fact is that Technology Park, which wasnow.
established by the former Government, went into a bit of a Mr QUIRKE: Is the Minister telling us that the compul-
static period but is now aggressively expanding and develogsory acquisition powers of the MFP will not be used in that
ing high tech industries which will bring a greater mix of instance?
socio-economic groups that will spread out and benefit all The Hon. JW. Olsen: A clear understanding and
socio-economic groups within that electorate. That is arrangement is being put in place between the MFP and
natural progression of bringing high tech industries and denrice which, to quote my earlier answer, will not prejudice
broader mix of skills base, a broader mix of income base anthe interests of Penrice in South Australia as a major
a broader capacity therefore to provide a range of goods aremployer and value adding producer.
services and infrastructure support within those electorates Mr QUIRKE: As to the water deal offered to growers in
the honourable member represents. To expect MFP tihe Virginia area once the pipeline is completed, is the same
undertake a charter that was never envisaged in terms obmmercial deal to be offered to Penrice?
social re-engineering is not on the agenda and is not going to The Hon. J.W. Olsen: That matter has not been raised
be. with me specifically other than in general conversation on a
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number of occasions when | had a site visit with Mr Knudserwould add to its cost also, but the allegation made to me was
at Penrice several months ago with one of my ministeriathat the cost of the water before it goes into any reticulation
colleagues who looks after another area of interest fosystem was up to four times more expensive to Penrice
Penrice. Mr Kennan indicates to me that that matter has bed¢hrough negotiations from the MFP than was the case for the
raised with the MFP and will be given due consideration, agrowers. If you add a reticulation system on top of that,
will the position for growers in the northern Adelaide Plains.which is much longer, the cost will be greater still. This was

Mr QUIRKE: The allegation made to me about three orthe raw cost of the water. | want an assurance that either this
four months ago when | visited the Penrice site was that wateregotiation is also now in hand or, if the MFP is marketing
would be offered to Penrice but not on the same commerciabater at this point, it will not disadvantage Penrice or any
terms as it would be offered to growers. | was concerned andther user in that area, for two reasons: first, the view | have
indicated that at the first opportunity, which is now, | would always had of a level playing field; and, secondly, the
raise the matter and | want the Committee to be assured thamportance of using that recycled water to prevent the sorts
the argument applied to those growers, about whom we atif problems we had with the subterranean levels of water in
have interest in ensuring that they use recycled water rathéine northern Adelaide Plains.
than further draining the subterranean supply, is also applied The Hon. J.W. Olsen: The member is now starting to
to Penrice. stray into the EWS area of responsibility and it would have

The Hon. J.W. Olsen: My only response is that | will been more appropriate for him to have turned up to the
forward to Mr Knudsen a copy dflansardand ask himto Committee during the examination of those lines earlier
comment on whether he is unhappy with the arrangementsday. There will not be a four-fold increase for Penrice over
and come back with a detailed case. When and if he doeshhe others—what arrant nonsense. | ask the honourable
shall be more than happy to consider it. member to get something more reflective of the current times

Mr QUIRKE: | want to tie the point down so that the than four month old allegations made to him during a site
Committee can be assured that any commercial deal for thasit and, if those circumstances still apply, | invite him to
sale of water to growers will have the same value in dollamrite to me and | will take up the matter and provide him
terms to any contract for the supply of water to Penrice. with a very detailed response.

The Hon. J.W. Olsen:That depends on a whole range of Ms WHITE: To pick up on that issue, if Penrice decides
factors, not the least of which is the cost of the pipeline. Ifthat this is something it wants to look at, obviously the water
growers have a Commonwealth Government subsidy aft uses is clean water, so they will not know whether using
$10 million to underwrite the cost of their infrastructure, effluent water that has some nutrients will be commercially
there will be infrastructure requirements for Penrice and | anviable. Research will need to be done to determine it.
simply not in a position here to indicate whether there are oProbably a commercial-scale trial of a system that would use
are not requirements for Penrice, which is why | say it wouldeffluent reuse water would be needed. Is the Minister willing
depend on a range of matters. At the invitation of theto countenance some commercial support for such a commer-
member, | am not going to lock myself into a position cial-scale trial, if Penrice is interested? Given that the MFP—
without knowing all the facts of the case. Suffice to say, | The Hon. J.W. Olsen:lt is nothing to do with the MFP
understand there is a good working relationship between mat all.
office and Mr Knudsen. We have gone to considerable Ms WHITE: Well, with environmental technology and
lengths to facilitate commercial negotiations in a number othe potential export of that—
areas. Because they are commercial negotiations | will leave The Hon. J.W. Olsen:lt is an EWS matter and not an
it at that, but | understand that Mr Knudsen is most gratefuMFP matter. It should have been pursued by the member
for some of the processes that | have facilitated for him anavhen she sat in on the EWS or EDA examination of lines
Penrice. In any deal, in meeting the requirements of angarlier. It is proposed that the Government underwrite a
company, the Economic Development Authority and mycommercial-scale trial, which would have to have underwrit-
ministry have been cooperative in facilitating the key prioritying from the Economic Development Authority on the basis
of the Government, which is economic development. of supporting an industry.

Penrice clearly fits into that category and that iswhy over That matter should have been before the EDA. The
the past 12 months the amount of time devoted to thagjuestioning currently is totally inappropriate for the lines
company and project associated with it has been far greatbefore the Committee. Despite that, | respond by saying that
than a majority of other companies in South Australia. Itif there is a justifiable base upon which we can give encour-
clearly has issues that need to be addressed now with longexgement to an industry, whether it be Penrice or anyone else,
term implications. | acknowledge that and, in so doing,to maintain existing levels of employment or to maintain
indicate that we have delivered on it. The honourable membesalue adding on a primary product, which Penrice’s mining
says that he wants to tie me down in Estimates Committeesperation is, we will assist it. That is the track record of the
I remind him that he has the whole Parliamentary process an@dovernment and will continue to be so.

Question Time in the forum of the Parliament to pursue the The CHAIRMAN: The Chair has one problem in that we
matter if, in the fullness of time, we do not satisfactorily have not closed off any lines although we have moved
address the issue. After having seen all the facts of the mattexgvisers in and out, so in theory the whole of the Minister’s
having debated them, discussed them and being aware wfinisterial portfolio is open and has been since 11 clock this
them, 1 will be more than happy to pursue the matter with hinmorning. | cannot challenge the legitimacy, but | agree that
in any Parliamentary forum. the appropriate time to put the questions would have been

Mr QUIRKE: Obviously the cost of infrastructure and when the advisers were here. Itis just a technical point, and
the cost of any delivery system of water has to affect the enthembers should be aware of that. When the advisers are here
price of the product. The allegation made to me is that at th& the optimum time to obtain answers. There being no further
point where the water is available you do not need a pipeguestions on the MFP lines, | thank Mr Kennan and his staff
Presumably if you piped it all the way to Murray Bridge that for their attendance.
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Additional Departmental Adviser: does not have the information, he might wish to take that
Dr G. Simpson, Managing Director, SAGRIC Inter- question on notice.
national. The Hon. J.W. Olsen: You want to know what Mr

o Harvey’s predecessor received as Chairman?
The Hon. J.W. Olsen: By way of preamble, | indicate Mr QUIRKE: Yes.

that SAGRIC has performed an invaluable task for Govern- .
ment. For example, since 1980 SAGRIC International haﬁet-;nse tg%r;ta;]t.)\lli\éh(t)rlwzinbx\tlel (g(:]u(;% Pha;/te to look at the

completed over 500 technology transfer contracts in more . . . L

than 50 countries; it has employed over 1 000 years o{.hy;ﬁ:gi}éﬁ' mAa%aemt’c: V:#Ltﬁgghtigﬂt'q;ﬁ;ewapsog th;’g'atl
professional and contributed over $250 million of economicmcreaseg amount of monev and it was tailored to s%it M?/
benefit to South Australia. In particular, its performance in | Id like that ');t b dered exhaustivel
the Asian region has been invaluable. In the 1995-96financiz%_l{ar.vey' would fike that point o be considered exhaustively
year SAGRIC International will be developing new markets 0 discover whether itis true. At one stage, | had contact with

in the region and establishing representative offices in thg/Ir Harvey. He rang me and it was some time before he

Philippines, Thailand, Malaysia and the Solomon Islandswould tell me his name. He wondered why the Economic and

which comblement throuah the Economic Develo menfinance Committee was investigating the entire remuneration
Authority OLE)I’ overseas offﬁ]:e representation P procedures in respect of SAGRIC, about which | will ask in

It has also worked cooperatively with the Economic® moment. | have been concerned about the way in which that
Development Authority in the development of the memoranind'\”?dul".’lll hasl beke n relrlnﬁne.ra}ted througfhr:ha'\t/lp rganisation.
. . would like to look at all that information if the Minister can

dum of understanding between the Northern Territory an o . . X X

South Australian Govgernments for the implementatior): of rovide it. | would be quite happy to receive that information
. ROAN g ater.

business plan to link in with the Northern Territory’s contract o )

opportuni?ies in Asia y The Hon. J.W. Olsen:| have indicated that | will seek the
Mr QUIRKE: Who s currently on the SAGRIC board? information that is required. ]
The Hon. J.W. Olsen:Mr Pat Harvey is the Chair. The _ Mr QUIRKE: One of my concerns about remuneration

other members are Mr Chennery, Mr Ewing, Dr Simpson, Mdn this organisation, and this is in no way a reflection on the

Watts and Mr Wright. officer whom I have not had the pleasure of meeting, is that
Mr QUIRKE: What are they paid for sitting on the OVer the years the organisation determined its own remunera-
board? tion effectively by bringing in consultants and having the
The Hon. J.W. Olsen: For the board of SAGRIC board rubber stamp the amounts of money paid to senior
International, it is $7 180. officers.
Mr QUIRKE: Does that include Mr Harvey? As a consequence, the salary structures were well out of

The Hon. J.W. Olsen:No. Mr Harvey is on a number of Kilter with those of other comparable Government jobs as far
other boards. His total remuneration package includings ©ne can ascertain those levels. I should like to know—and

SAGRIC International and other boards of SAGRIC Inter-this can be taken on notice—whether the Minister can tell the
national, of which there are four, amounts to a total packag&ommittee, since the present has Government came into play,

of $39 992. how it will relate in the future to wages and salary move-
Mr QUIRKE: | understand that Mr Harvey is a former ments within SAGRIC? In other words, is the lid placed on

CEO of this organisation. Is that correct? this process? Is there in place a reporting mechanism from the
The Hon. J.W. Olsen: Yes. board to the Government or the Minister to ensure that we do

Mr QUIRKE: | also understand that he is a superannuanfot see some of the excesses that have happened in the recent
in South Australia under the old scheme. My information isPast, of which | will give detail if the Committee wants it?
that, if we add this amount of money to his pension, itis The Hon. JW. Olsen: The Government reviewed the

exactly the same salary that he received when he was ti§@areholding of SAGRIC International during the course of
Chief Executive Officer of the show. the past year and has changed that shareholding. There are
The Hon. J.W. Olsen:| simply do not know the details two principal shareholders now rather th_an four_M_inisf[ers,
of Mr Harvey’s superannuation, and | guess that the honouamely, the Treasurer and I. | have been in negotiation in the
able member would not expect me to. However, | can seeRast weeks and months with Dr Simpson in terms of perform-
the information from Mr Harvey if the honourable memberance targets to be established for SAGRIC International for
wants me to. the next financial year, and that is a matter that the Treasurer,
Mr QUIRKE: | would certainly take the Minister up on @as a shareholder, will also be able to comment on before they
that deal. | have been pursuing this matter now for a coupl@re finally put in place. There will be a performance agree-
of years in various forums to ascertain exactly what is goingnent between the Government and SAGRIC in terms of the
on. When the Economic and Finance Committee held thBottom line, for want of a better description, on a percentage
salary inquiry, SAGRIC International did not strictly come return on funds employed, etc., and we have negotiated that
within the terms of reference of that inquiry, because wedosition.
deemed it to be a Government company. However, in that The Government Management Board has looked at all
inquiry—and this is by way of reference to my next ques-board fees and included in that has been SAGRIC Inter-
tion—we found some fairly high salaries in that area. | will national. The fees that have been set in relation to SAGRIC
take the Minister up on the point of a thorough investigationnternational will take effect from the next annual general
of the matter. | believe that the non-executive Chairman (agieeting of the board, which will be in November.
he now calls himself) on this board receives an income well Mr QUIRKE: The board fees seem to be most reasonable
in excess of $160 000 a year. | know that some of this isnd modest, and | have no problem with that. However, |
history, but will the Minister tell us what the last Chairman have a problem with one individual getting $39 982 on top
of SAGRIC International’s board received? If the Minister of other arrangements. There is a history to this matter and,
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if the Minister wants to pursue it, | will be happy to give him to discuss that in a public forum but | would be happy to
the file on it. discuss it with the Leader of the Opposition if he so wishes

The Hon. J.W. Olsen: It has been put to me that the further to my previous telephone discussion with him.
board fees will have a slight upward adjustment because, Ms WHITE: Can the Minister put on the record a list of
given the range of contracts that are being considered by tfll the current projects currently being undertaken by
board, $7 000 is inadequate in my view, and | separate theAGRIC? _
directors’ fees, as has the honourable member, in this TheHon.J.W. Olsen:We can prepare a list of the current
instance. Clearly the directors’ fees have been inadequate afgntracts.

they need to be addressed. | have indicated to the directors Dr Simpson:in the last financial year we completed 120
that it is my wish to pursue that matter and | will do so.  contracts. The current major contracts number about 15.

Ms WHITE: What are the current earnings of SAGRIC, The CHAIRMAN: Is the document in the library? Is it

- s a public document?
and are there any plans for its sale? The Hon. J.W. Olsen:No, that is of the board’s minutes

The Hon. J.W. Olsen:The Government considered the \yhich would not be in the library. We can arrange to have
reshaping of the shareholding of SAGRIC and the options fOfycorporated intoHansardthe response to the Estimates
the future, and it is not the Government's intention to sellcommittee.

SAGRIC International. Total group revenue for 1994 was The CHAIRMAN: Any documents which are public
$24.5 million. members can simply refer to for their own enlightenment
Ms WHITE: Have there been any significant changes inrather than have details printed kansard Thank you,
the management or management structure of SAGRIC ovéMinister. There being no further questions, | declare the

the past year? examination of the votes completed.

Dr Simpson: The most significant change is the retire-  The Hon. J.W. Olsen:Can | just record in the minutes
ment of the Executive Chairman to become non-executivly appreciation for Dr Simpson’s presence tonight before the
Chairman, and | assumed the CEO’s role. My position is théommittee and, in particular, | would like to thank my own

CEO of the company, whereas previously it was the ExecPersonal ministerial staff for the amount of work that they
utive Chairman, Dr Harvey. have done in recent times in preparation for the Estimates

Ms WHITE: Is the Minister satisfied with SAGRIC's Committee.
performance over the past year, and | am particularly
interested in the MRad project. What is the current state of
play on that project?
The Hon. J.W. Olsen:In relation to the MRad project, ADJOURNMENT
that is a matter about which | have spoken to your Leader. |
would be happy to pursue it again with the Leader. I rang the At 8.38 p.m. the Committee adjourned until Wednesday
Leader in relation to MRad and it would not be my intention28 June at 11 a.m.




