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Subject to the convenience of the Committee, a member
who is outside the Committee and who desires to ask a
guestion will be permitted to do so once the line of question-
ing on an item has been exhausted by the Committee. An
indication to the Chair in advance from the member outside
the Committee wishing to ask a question is necessary.

Questions must be based on lines of expenditure as
revealed in the Estimates Statement. Reference may be made
to other documents, including the Portfolio Statements, and
I would suggest that it would be helpful if members identify
a page number or the program in the relevant financial papers
from which their question is derived. Questions not asked at
the end of the day must be placed on the next sitting day’s
House of Assembly Notice Paper.

| remind the Treasurer that there is no formal facility for
the tabling of documents before the Committee. However,
documents can be supplied to the Chair for distribution to the
Committee. The incorporation of material Hansardis
permitted on the same basis as applies in the House of
Assembly; that is, that it is purely statistical and limited to
one page in length. All questions are to be directed to the
Treasurer, not to the Treasurer’s advisers. The Treasurer may
then refer questions to advisers for a response.

| also advise that for the purpose of the Committee some
freedom will be allowed for television coverage by allowing
a short period of filming from the northern gallery. | now
invite the Treasurer to detail any agreed program and
introduce his advisers and make a brief opening statement if
he wishes.

The Hon. R.I. Lucas: In terms of the agreed program, |
have a printed schedule, which | can make available. |
understand that Mr Foley has agreed to that.

The CHAIRMAN: Does the Minister have an opening
statement?

The Hon. R.1. Lucas: No, Mr Chairman, | do not have an
opening statement. | am interested in making the maximum
time available for questions from members.

The CHAIRMAN: Does the member for Hart wish to

The CHAIRMAN: | do not think | need to remind Make an opening statement?
members that the Estimates Committees are relatively Mr FOLEY: From the outset, let me say that the Opposi-
informal procedures and, as such, there is no need to standtion views the Treasurer’s budget as extremely disappointing,
ask or answer questions. The Committee will determine aand it would be remiss of me not to take the opportunity, as
approximate time for consideration of proposed payments ta/e have the Treasurer in the House of Assembly on so few
facilitate the changeover of departmental officers. | presumeccasions, to make the point directly to him that now with
that the Treasurer and the Opposition spokesperson hatis sixth Liberal budget we are seeing nominal growth in
agreed on a timetable for today’s proceedings, and | will askutlays of 7 per cent and a real growth of 5.2 per cent, against
the Treasurer to advise the Committee on the agreeab#ebackdrop of extremely low inflation and extremely low
timetable at the conclusion of my remarks. Changes to th8tate gross product growth. | should have thought any
composition of the Committee will be notified to the Treasurer would not be particularly proud of bringing down
Committee as they occur. Members should ensure that thdys second budget with such a big spend attached to it. It
have provided the Chair with a completed request to ba&ould be fair comment to say that this Government, particu-
discharged form. larly since Mr Lucas has been Treasurer, is a big spender and

If the Treasurer undertakes to supply information at a late® big taxer. | think that point needs to be made.
date, it must be in a form suitable for insertionHiansard An honourable member interjecting:
and two copies submitted to the Clerk of the House of MrFOLEY: [will getto that eventually. | would just like
Assembly no later than Friday 9 July 1999. to know how the Treasurer can justify his 5.2 per cent growth

| propose to allow the Treasurer and the lead speaker fan real terms in outlays in a period of very low economic
the Opposition to make opening statements, if desired, ajrowth and very low inflation. I note in th&ustraliantoday
about 10 minutes but no longer than 15 minutes. There wilthat the Labor Treasurer in New South Wales has brought
be a flexible approach to giving the call for asking questionsgdown his budget forecasting a 1.3 per cent growth in outlays.
based on three questions per member, alternating siddsshould have thought, given the range of difficulties facing
Members may also be allowed to ask a brief supplementarthis State, that the Treasurer would have learnt to cut his cloth
question to conclude a line of questioning, but any suppleaccordingly, but clearly, as we enter into the mid point of the
mentary questions will be the exception rather than the rulesecond term of this Liberal Government, its fiscal discipline
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has evaporated. It has little or no ability to rein in significantwhich gives a better indication of underlying fiscal discipline
blow-outs in expenditure. of the departments and the Government—he ought to look at
It has done the easy, lazy thing: that is, simply to increaséhe forward estimates period for that measure because in the
taxes, and we see that through a variety of measurefllowing year it is indicating a reduction in expenditure of
Obviously the most significant is the new emergency service®.7 per cent.
levy, and we see it through other initiatives in raising stamp 1n 2001 and 2002 it indicates underlying total outlays real
duties and fees, fines and charges, on top of quite a substagrowth of 0.7 per cent and in the final year of the forward
tial increase in the fees and charges in the last budget. Théstimates the measure is 0.3 per cent. If the member for Hart
Government is clearly making spending commitments angvants to look at that measure of outlays to try to, from that,
then working out shortly thereafter how it will pay for them. infer something about the forward estimates, he would have
That is quite disappointing, particularly given the difficult to look at not just the one year figure, which is a 5 per cent
financial situation that this State has been through. | thoughitcrease in real terms for 1999-2000, but the almost 3 per
the best we could hope for was a Government that was abtent reduction in the following year and then the 0.7 per cent
to control its expenditure. and 0.3 per cent real terms growth in the two out-years. The
Also, notwithstanding the obvious criticisms from time to Government has said, and | repeat it for the shadow Treasur-
time, the former Treasurer (Stephen Baker), | think, was abler, that it believes that a fairer and better indicator of true
to manage the portfolio of Treasurer in a way that controlledevels of financial commitment being made by the depart-
expenditure, whereas this Treasurer is having great difficultynents and by the Government is the measure which appears
And particularly now, given that agreement has beeron exactly the same page (table 2.1) and which indicates
provided by the Parliament to lease ETSA (and as the noteahderlying final consumption expenditure excluding superan-
economist Cliff Walsh also confirmed in his comment piecenuation.
in the Advertiserthis week), any dividend or any benefitfrom  This takes out interest costs, which clearly are largely due,
the sale of ETSA, of course, has been factored into the significant part, to the policies of the shadow Treasurer and
Government’s forward estimates. So you are spending thieis Party—the legacy they left the Government—and it also
proceeds before they have arrived. excludes superannuation costs, which are clearly locked-in
The Government is doing that regardless. It intended taosts. Obviously, they are not costs that Governments can
apply this nonsense ETSA tax, which was just anothemake discretionary judgments about. They can certainly make
attempted clever move simply to plug the hole of Governjudgments about how they pay them off, but the superannua-
ment outlays by finding a mechanism to raise more moneyion costs are commitments that need to be met over a
I intend to adopt a line of questioning, obviously, that will particular time period. If we look at underlying final con-
look at just what has happened to our budget, but it isumption expenditure including superannuation, on table 2.1,
important to place on the record, as shadow Treasurer, thpage 2.4, that indicates that next year's budget expenditure
| find a 5.2 per cent growth in outlays an indication of thegoes up by only 1.1 per cent, then itis .9 per cent, .3 per cent
dismal failure of this Treasurer and this Government as iand 1.4 per cent. So, what you have over the forward
enters the midpoint of its final term in Government. estimates period is, broadly, increases of either a little above
| suppose one should be concerned about what legacy odeper cent or below 1 per cent; indeed, in one year it is only
is left but if outlays are continuing to grow at this magnitude.3 per cent.
the sale of ETSA and any benefit financially that might be That is an indication of the actual costs of running our
derived from that will quickly evaporate unless you are abledepartments and delivering our services: the salaries,
to show a little more fiscal discipline than you have in theaccommodation, oncosts and all those other costs of deliver-
past. Could the Treasurer now explain to me the compositioing the services. So, there is a one-off increase in one
of the 5.2 per cent real growth in outlays? | understand thgparticular measure of total outlays, which is the 5.2 per cent
a large component of that figure is capital. | would like anfigure for 1999-2000. As | said, even if you want to look at
explanation as to the composition of the blow-out in outlaysthat particular measure, we actually see a significant reduc-
The Hon. R.I. Lucas: | am glad the shadow Treasurer hastion in the following year of up to 3 per cent.
got that off his chest now and we might be able to getinto The only other point | would make in relation to expendi-
some serious stuff. The shadow Treasurer waxing eloqueitire and outlays is that | think the shadow Treasurer would
about fiscal discipline, given the record of his Governmenhave a tad more credibility on this issue, in terms of preach-
over 10 years and the record of the honourable member ariag a fiscal discipline, if he could control himself and his own
the shadow ministry for the past five years is, frankly,Party in terms of the policy positions. The member for Elder,
laughable. As | said, now that the shadow Treasurer has thatho is a member of this Committee, has been publicly and
off his chest we can get on with the serious stuff of thevery loudly seeking additional spending in terms of police.
Estimates Committees. | hope the shadow Treasurer carhe shadow education spokesperson has spent the past 12
exhibit a little more discipline in his questioning than he didmonths arguing that the Government should not be proceed-
in his opening statement. ing with the existing cutbacks in education. The shadow
The member for Hart wants to look and use this measurdlinister for Health (Ms Stevens) has spent the past five years
of underlying total outlays and real growth, which is theor however long she is been shadow Minister for Health (it
5.2 per cent figure appearing on page 2.4 of the Budgdtas been longer than this parliamentary term), and certainly
Statement. As the honourable member knows, the Govertthe past 15 months, attacking the Minister for Health and the
ment has indicated on a number of occasions since it brougf@overnment for reductions in health expenditure.
down the budget that a significant component of the increased In all those areas they have been supported by the shadow
expenditure in 1999-2000 listed under this measure is actualljreasurer and the Leader of the Opposition. They have been
a carry over of expenditure from 1998-99. However, if theout there publicly and privately supporting their shadow
honourable member wants to use that figure—and | will refeMinisters in attacking the Government over reductions in
him to another figure which appears in the budget papers arekpenditure in education, health and police. We will not hear
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a word of criticism today from the shadow Treasurer abouto it. Evidence would show that you are having great
all his colleagues’ calls for increased expenditure or vocatlifficulty in sticking to your budget.
calls in opposition to Government cutbacks. How much My second question will deal with your claim that this is
credibility, therefore, does the shadow Treasurer have whesbalanced budget when clearly it is not. Extraordinary and
he publicly and privately supports his own front benchone-off items have been used to prop up your budget bottom
colleagues when they attack the Government over cosine, none more evident than the holding off of a dividend
reductions or they call for additional expenditure in a wholefrom SAAMC and, of course, the sleight of hand with
variety of different areas? superannuation liabilities. Why do you continue to call this
Mr Conlon interjecting: a balanced budget when, on any proper reading of the

The Hon. R.I. Lucas: Welcome to the member for Elder: humbers, itis apparent that it is not a balanced budget but is,
itis good to see you turning up. We welcome your presencdndeed, a budget in deficit? That is not just my saying it: you
Mr Conlon interjecting: have Cliff saying it as well.

The Hon. R.I. Lucas: Don't kid yourself, member for The Hon. R.I. Lucas: In relation to the dividends
Elder. The shadow Treasurer has made an opening statem&i@m SAAMC and superannuation, the Government has
and obviously is sensitive to the criticism that he is now@lready fully outlined its explanation for it both in answers
getting and will get in spades through the day. He can havi® duestions in the House and also in the budget speech. | am
no credibility at all—and nor can the Leader of the Opposi-Surprised the honourable member has not taken the trouble
tion—if he is publicly and privately supporting his own front 0 refresh his memory on the budget speech which | delivered
bench colleagues when they call for extra expenditure, a&"d also the budget documents. There is nothing hidden; the
does the member for Elder, and attacks the Government afgPvernment has been quite up front in terms of its explan-
Ministers when they make reductions in expenditure. As tion. In relation to superannuation, the Government has
said at the outset and repeat, if the shadow Treasurer warl@ken a quite clear policy decision—
to be taken seriously in this portfolio he needs to extend a The CHAIRMAN: Order! | would like quietness from the
little bit of discipline over himself and his front bench press gallery.
colleagues in terms of their criticisms of the Governmentin  The Hon. R.l. Lucas: —that is, we looked at what all the
reducing expenditure. other State Governments were doing about repaying their

Mr FOLEY: That was a savaging attack, Treasurer! lunfunded superannuation. We looked at some of our wealthi-
hope you can warm up a bit better than that. You obvioushgr colleagues in Victoria, which has its debt very significantly
did not answer the question, and that is a trait of yours: whetinder control. Through a significant privatisation program
you are not able to deal in detail, you deal in political Victoria was able to reduce $30 billion worth of debt to about
rhetoric. | simply wanted to know what comprised the 5.2 pef3 billion in a short space of time. New South Wales has a
cent growth in outlays, and you were unable to answer itmuch higher level of taxation than South Australia does,

Would you like a second attempt to answer that by way of ainder both Labor and Liberal Administrations, but currently
supplementary question from me? under a Labor Administration. When we looked at those

The Hon. R.I. Lucas: | have already outlined it. They are Wealthier States we found that they were actually tackling the

flow-on expenditures from 1998-99. | am happy to bring pacunding of their unfunded superannuatipn over a period_ of
for the honourable member some greater detail of compg0 Years. South Australia, a small regional State battling
nents of that cost. This has already been explored in thglgnificant problems, battling an Opposition which refused
Parliament and publicly. The Government has provided® resolve the_problem it created for the State and for the
information previously on it, but | am happy to provide budget, and with other problems that small regional econo-
further information. As | said, in broad terms, some element&lies have, was endeavouring to pay off its unfunded
of capital works programs in 1998-99 have flowed througrsuperannuation over 30 years.
into 1999-2000 because they have been delayed for a whole The Government looked at that and took a clear policy
variety of reasons. In limited cases, | understand that in som@ecision and said, ‘Yes, we believe we can still do it more
recurrent programs commitments have been made but tiiickly and better than our wealthier colleagues in New
expenditure had not been incurred in 1998-99 but it flowedouth Wales and Victoria, but need we do it to the degree of
through into 1999-2000. paying it off over 30 years?’ The Government's policy
Mr FOLEY: Let it be noted that the Treasurer is unabledecision was that we would do it over 40 years and not the
to provide our Committee with a breakdown of what 450 years that New South Wales and Victoria are tackli_n_g at
$448 million nominal increase in outlays comprises. We havée moment, but 40 years. That does free up some additional
a Treasurer who has a body of advisers and a folder a fodudget flexibility for the Government. It is not hlqlden: itis
thick but who still cannot put his finger on exactly what theoPeén and we have been accountable about it. We have
extra outlays comprise. That is quite extraordinary. Nonethedefended the policy decision and, clearly, if the shadow
less, | have to appreciate that the Treasurer is not good off€asurer is indicating today that he opposes it and will
detail. Of course, the point the Treasurer makes about his ofgverse it should he ever be Treasurer, | challenge him to say
years says to me, ‘Have faith in your forward estimates.S0 in this Chamber.
Well, Treasurer, | do not have faith in your forward estimates Mr Conlon interjecting:
because, as history would show, your forward estimates mean The Hon. R.I. Lucas: Not very good ones. | doubt very
little in outcomes. Indeed, your budget means little inmuch that we will hear a squeak from him in relation to the
outcome. From memory, we were to have a balanced budgpblicy issue because his front bench will not allow him to.
this year but it will be in deficit. When we look at the Nevertheless, | will seek his response at some stage today
reconciliation statement, we see $75 million worth of outlaywhether, having criticised this particular policy position
increases in the last budget year, since the presentation loiudly and now in this Chamber today, he is indicating that,
your last budget. Your budget is good only if you can stickshould he be the Treasurer, he intends to reverse it and repay
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superannuation over 30 years. | will wait with bated breath The CHAIRMAN: Order! | ask the Treasurer to allow the
for that position. member for Hart to ask his third question.

In relation to SAAMC, which was the other aspect ofthe  Mr FOLEY: |came in with almost a receiver-manager’s
question, | remind the honourable member that, having spemble to see if we could plug a few holes in the dike.

11 years in Opposition and having studied the financial The CHAIRMAN: Does the member for Hart have a
performance of the Bannon Government and of Labothird question?

Governments, the item that the Labor Government, supported Mr FOLEY: | do, Sir. The Treasurer’s logic on the
by the member for Hart, used in terms of one of the balancing100 million of dividend from SAAMC was amusing, to say
items for their dividends was SAFA dividends. Every year inthe least. The logic was that, if we get a $100 million
June there would be an item used by the Labor Governmedividend from the old bank, provided we spend it on a one-off
through SAFA in terms of a balancing item. The Auditor- payment, that is okay, but we should not use it for recurrent
General at various stages has commented not only on that Huhding. My logic suggests that, if there is a $100 million
also on the use of balancing items by the Liberal Governmenefund from the bad bank, it should be paid off the debt that
over the past five or six years. | do not wish to put words intahe bad bank created. What was the $100 million of special
the Auditor-General’s mouth because | do not have the quotesxpenditure that the dividend from SAAMC funded?

here with me, but | do not think by and large | am being The Hon. R.I. Lucas: | am happy to bring back some
unfair to the Auditor-General’'s Reports by saying it has notdetail on that, but they are essentially one-off capital costs.
been an issue about which he has jumped up and down i&s | indicated earlier, and the member for Hart has agreed at
terms of criticism. He has highlighted it but, in the end,least in part with the proposition that I put, if we are to spend
acknowledges that these are policy decisions that Govermoney from a one-off revenue source it is better that it is
ments take. done in a one-off expenditure way. Essentially it will be spent

After all, they are moneys that exist out there in Govern-on capital works programs and | am happy to bring back
ment agencies, whether it be SAFA or SAAMC, and thesome detail in relation to the sort of one-off capital expendi-
Government and Treasury, based on the best advice | can geires that the Government has brought into account in relation
can choose when those dividends can be brought to accoutatthe $100 million that the honourable member asked about.
in the budget. As long as you are open and accountable about Mr MEIER: | have heard the Treasurer mention that this
it, as we are being—and | must say it is much more difficultyear’s budget has a greater focus on outputs and outcome.
in Opposition to track back the history of the SAFA adjust-How will the shift to an outputs-outcome budget improve
ments—I think the budget accounts now are much more opettecision making and resource allocation in the public sector?
and accessible and explicit in terms of the SAAMC divi- The Hon. R.I. Lucas: This is an opportunity to make
dends. We have been clear about it and it is a policy decisioisome brief comments about the overall shape and structure

The only point | would make in relation to SAAMC of the budget papers. There has been a very significant shift
dividends is that, given that they are essentially one offn our budget statements over the last two years with the
revenue items, by and large they should be used for one oiffitroduction of accrual accounts. Most members—Govern-
expenditure costs. In the advice | have from Treasury and iment, Opposition or Independents—are broadly supportive
the construct of these accounts, these one off revenue itero§ the notion of properly bringing to account the costs of
by and large can be accounted for by one off expenditureslelivering services. We should not hide away long service
If you are using one off revenues to underpin a whole serieiave and employee entitlements, superannuation costs, or a
of ongoing recurrent expenditures, then you may well haveariety of other things which might not have to be paid for
a significant problem and it is not something | would supporimmediately in a particular year but can be left for future
as Treasurer. Governments.

Mr FOLEY: | do not disagree with some of the com-  One of the dilemmas that we have had is that previous
ments that the Treasurer has made about the construction@bvernments of both persuasions have not funded our
budgets under former Labor Governments. In fact, | shareuperannuation. It has been this Government that has been
many of the Treasurer’s concerns and criticisms about aspegtsepared to put down a plan to try over a long time, 40 years,
of the former Labor Government’s management of the State® repay that $4 billion worth of unfunded superannuation.
Treasury, and | intend to do a better job. We might get & he situation applies equally with long service leave. Having
better explanation of why many of those decisions were madeeen Minister for Education, | know how easy it is with large
by the former Bannon Administration by asking a number ofnumbers of staff to put off bringing to account long service
officers, who may be present in the Chamber today. They areave costs and a variety of other similar costs that are not
in a much better position to provide those answers becaugaid out on a year-by-year basis. That was the first step.
| simply was not a party to those decisions. In relation to the second component, | believe that this

The Hon. R.I. Lucas interjecting: year’s document is the first genuine attempt to try to provide

Mr FOLEY: Absolutely. The point is that | was not a greater detail in outputs and outcomes and, in particular,
member of the Government at the time, but many of th@reater detail on performance information of the various
officers, some here today, were much closer to the decisiordepartments. | would be honest enough to say that this is the

concerning the bank, SGIC and SAFA than | was. first attempt at outputs and outcomes and performance
The Hon. R.I. Lucas: You were a key adviser to the indicators, and | would hope that, over the coming years, we
Premier. will see further refinement and improvement in the quality of

Mr FOLEY: |was a key adviser to the Premier, but notthe information that we can provide to members on these
that Premier. | was an adviser to Premier Lynn Arnold. Ouilissues. For me, | suppose the key has been the introduction
job was to put in place a short-term plan, as it turned out, t@f performance indicators and requiring the departments in
rescue the State from the disasters befalling it from theheir own way to try to indicate the sorts of outputs and
former Premier’s Administration. outcomes that they are seeking to deliver and, secondly,

The Hon. R.I. Lucas interjecting: trying to set up some sort of indicator as to how that can be
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measured in terms of their performance. We hope that, over Mr MEIER: | notice in the budget from time to time that
the years, members will then be able to see whether or ntthe phrase ‘performance measures’ is used. What are
those targets have been met. If they have not been met (apérformance measures, what are their benefits and what are
there may well be good reasons why they have not othe intended improvements in that respect in the next
occasions), there can be some explanation and then, hopef@B00-2001 budget?

ly, some explanation for where there might be some improve- The Hon. R.l. Lucas: Again, | can give a longwinded
ments. response but | will not do so. | know that members in other

This is a big area, and | do not intend to take up the timé&ommittees will pursue the performance indicators in their
of the Committee by g|V|ng amore detailed and |0ng_WindecpartiCU|ar areas. | refer to TreaSUry and Finance (WhICh is this
response in terms of outputs and outcomes and, moiepartment, obviously) as we have worked our way through.
importantly, performance indicators. However, | believe thaf-or example, one of the performance indicators that we are
it is a most important budget reform, and it is just a start. I00king at in terms of the quality of the performance of
believe that there are a number of areas even in the detail&dget and financial management is the percentage forecast
exposition that we have seen in the past few weeks in ternyTors in the budget papers. There is a pretty tight target there
of preparation for the Estimates Committees this week anfPr 1999-2000: less than 1% per cent forecast errors. | cite
next week. | know that other Ministers and | have looked athis as just one example because | think that, if this informa-
some of the detail and thought about how that can b#onis to be useful, obviously, as we move through the years
improved to be of more use to members and, indeed, t¥e Will need to look at the usefulness of the measures, and
departments in the future. | can assure the honourabMe may well find that certain measures are not proving to be
member that departments and Ministers will be |00king aﬂseful and that we will need, therefore, to turn to different
that aspect over the coming years. measures.

Mr MEIER: | am aware that last year we were introduced For some measures and for some years, depertments and
is th&>overnments might not, through no fault of their own, be

able to meet their particular best guesstimate. Some issues

introduction of accrual appropriations intended to achieve; L
and how will the Government ensure that appropriations foywll be almost absolutely within the control of the department

non-cash expenses are used appropriately by agencies? and, therefore, can be held directly accountable. When you
The Hon. R.I L This | . ant i q are trying to estimate the level of payroll tax, for example, or
€ Fon. R.1. Lucas. 1nis IS one important ISSué and, stamp duties, you are trying to guess as to how productive the

State, the national economy and the international economy

X Will be. So, I think, again, we all need to be sensible in terms
ought to be aware and which ought to be placed on thg¢ o we’interpret%erfermance measures

record. The payment for outputs in these documents covers ., respect to something such as forecast errors, in the

the net full accrual costs of the production of outputs costs : ;
o e . - end, if for years on end you are 100 per cent out every time
which include growth in liabilities, including employee y y b y

il ts and d iation. Theref . on every measure, you would want to start asking some
enutiements and depreciation. 1heretore, in Some Cases, MyQestions about the advice you are getting from Treasury and
cash is provided by way of appropriation than is needed f

- . ! " -2~ “Treasury officers. However, as is more likely to be the case,
agency operations in the year. This additional funding is firsf,, | \yii| see some variations and, if the national economy has
applied to an agency’s investment program, with an 4

moved in a way completely different to the way that the

remainder required to be lodged with the Treasurer in &, monwealth Treasury has predicted, for example, you
special reserve account that can onlylbe_u.sed fer_ futur ay well see some significant changes in terms of the
approved requirements. Where this funding is insufficient Qsrecast errors

cover the current year capital program, an equity contribution So, that is one example of performance measures, but

is provided. there are many others. In some areas we are still trying to
I' made sure | read that out so as to ensure that | got #ink of an appropriate performance measure. So, one will see
technically correct but, in laypersons’ terms, | think we canin some of the documents blank spaces at this stage: either it
all grasp pretty easily that, with respect to some of oufis not available or it is not appropriate to have a particular
agencies, for example, Education (and | will have thiSFerformance indicator.
checked but | am pretty sure that the best example is probably |n some of the delivery departments, such as Education
Education), they will have an investing program (what weand Health, for example, it is much easier in terms of
knew originally as the old capital works program) of developing these performance indicators, and the measures
X million dollars for SChOOlS, child-care centres and TAFEW||| be much easier to monitor over a period of time. The
institutes, for example. However, the allocation that Wenumber of operations, the waiting lists and those sorts of
provide now under this new accrual revenue approach igings are tangible and accountable and, by and large,
significantly above that element, and that is so because of thgyencies—uwithin their funding amount, obviously—will be
treatment of depreciation. responsible. In Education (my own area), literacy perform-
Whilst the money goes to the particular agencies, there a@nce and numeracy performance in the basic skills test will
these restrictions in terms of their not being able to spend thdte an important performance indicator, | would have thought,
extra element, which is meant to be targeted for depreciatiomyver the years. Retention rates will be another one. Again,
on building new schools and TAFE institutes, for example Ministers and departments will be able to argue that national
It would defeat the purpose of providing the appropriation tanfluences might impact on those indicators.
the agency. So, there are some agencies (and, as | said, | think| think that, for the first time, we are starting to see some
that Education is probably the best example of it, but | willvery useful information coming out and, as | said, it is the
double check that information) where this aspect, which idirst real go at it, and over the years | am sure it will be
quite new, has been introduced and, as | said, | believe it iefined and developed. If the honourable member and,
an important issue to place on the public record. indeed, Opposition members have particular suggestions for
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improvement in terms of the construct of the budget paperghat before the Government gets to the stage of putting out
I am always happy to have a discussion with any member iestimated costs of projects, particularly with respect to very
relation to any suggestions that they might have. big projects, it needs to get the next step down the path in

Mr FOLEY: With respect to the issue of 5.2 per cent realterms of quantifying those costs. That is not just a personal
growth in outlays, clearly, in large part, that has come fromview. That is now a Government position. The Premier
capital works—and the Treasurer has admitted today that thigbviously hinted at that last evening. He may well have
$100 million that we have taken from the bad bank hadurther discussed it in other discussions he had with the
funded, he thinks, capital works but he will get back to us. shadow Treasurer last evening.

| want to concentrate now on capital works. In a recent When one looks back over the past five years, one sees
radio interview on 5AA from memory, you indicated that that there have been occasions when the Government gets an
there was considerable difficulty within Government atinitial estimate from the department as to what the cost is of
present in managing your capital works budgets and that & big project. It puts that figure out in the public arena by way
was causing you some concern about just the way in whichf public statement and then, when the detailed cost estimates
you were able to manage it. Obviously the estimated cost, there done by the department and various advisers and/or
budgeted cost and final cost was proving very difficult. Iconsultants that put together these final cost figures, the
raised this with the Premier last night, and you may not havéigures are higher. The discussion | was having with the
had a chance to catch up on tHansardthis morning, but|  shadow Treasurer on Ray Fewings was that it is not actually
will read part of it to you in case you have not been advise@ blowout: it is the first really detailed exposition of the costs.
of what the Premier said. | put a similar question to theltis too easy a kick for the Opposition to resist saying itis a
Premier, and this is what he said: blowout. | do not blame the Opposition for doing it. Opposi-

A concern to me has been the allocation of Government funds fdions of all persuasions have done it and | am sure will do it

capital works programs, especially when in any given year and foat various stages in the future—
avariety of reasons those funds are not expended. | find it annoying  Mr Conlon interjecting:

and frustrating that, having gone through a very difficult budget . ; ;
process, as we have for six years, and having allocated funds in a The Hon. R.I. Lucas: Not knowingly, anyway. The point

priority sense, the agencies have not delivered the projects within tHe/VaS making to the shadow Treasurer on that radio interview,
time frame; this is of concern. It is a matter that | have asked Cabinednd | am happy to do so in the Estimates Committee, is that
to address and itis a matter that we are also reviewing because ittilse Government has to get better in terms of any original cost
unsatisfactory to be rolling over on an annual basis unspent workg, 5t you put out. You can wait that further step and get the
fora project in subsequent years. detailed cost from the individual people, which means you
He then went on to say: actually have to spend more money. To get the detailed cost
Secondly and importantly, as to the import of the question that/ou have to spend sometimes a reasonable lump of money
we see an escalation in the costs of the capital works program angbcause the engineers will say we have not had a chance to
demonsirating a lack of diligence perhaps. .. by the Governmentyy, he il tests and look at the footings and all those sorts of
These are the Premier’'s own words. That is fairly serlous—ighings which, in the original estimate, someone would have

the Treasurer listening? _ said this is how much the building costs will be to put up this
The CHAIRMAN: Order! The member for Hart will school, netball stadium or whatever. If there are particular
continue. soil problems in that area, and unless you do the soil tests and

Mr FOLEY: |was justasking whether the Treasurer wasthe engineers look at the footing costs and the detail of that
listening or whether he was just reading his own budgeparticular site, you do not get that sort of detail.
papers. So, either the Government has to get to that next level so
The Hon. R.1. Lucas: | am reading the budget papers. it spends money and gets that greater detail in terms of the
Mr FOLEY: A good idea, but | am actually asking you cost and then puts the figure out into the public arena, or its
now about your capital works and comments of the Premiesriginal estimate has to be in terms of broad parameters, and
last night. On the public record, the Premier— the broad parameter says that the initial estimate, subject to
The Hon. R.I. Lucas interjecting: final testing, may well be somewhere between $25 and
Mr FOLEY: You can? You are very clever. Sorry, | have $30 million or between $40 and $60 million. Depending on
underestimated you. The Premier said last night that there ah®w big the project is, some ballpark estimate must be given.
some unsatisfactory practices with managing the capitdt will be up to the various Governments to make decisions
works program, but more importantly, from my point of as to which particular path they go down. This Government’s
view, he said that he believes there would appear to be a lackew has been that, for the big projects—and you obviously
of diligence from within Government. Can you comment oncannot do this for the small projects—as a result of the recent
that? Clearly it is the capital works budget that is causing youliscussion we have had, you may well have to go to that next
most budgetary concern. Would you please advise us as step before you put out a public figure. You might have to
what your fears are and how you intend to deal with thempend a reasonable sum of money in terms of trying to get a
The Hon. R.I. Lucas: Can | assure the member that | better degree of detail as to what the costs might be. In part,
always listen to his questions but they are predictable anthat is what the Premier was referring to last evening with
once he starts the first sentence one knows where he ligspect to ‘diligence’. In this particular area, there is diligence
heading, so one does not have to concentrate too much on taed greater work that we all need to do as a Government in
rest of the question. | have not seen the Premier's commentserms of some of these capital works programs.
from last night. | was not at the Estimates Committee, but| The only other point | would make—and again | put on
thank the member for reading the Premier's comments. iny hat as a former spending Minister as Minister for
think the member was referring to a recent 5AA interview weEducation—
did with Ray Fewings where we talked about capital works. Mr Foley interjecting:
Certainly the issue | was raising there—and | will then move The Hon. R.I. Lucas: Yes, we do spend more than other
on to the issue the Premier was canvassing—was the noti@tates, and we do so proudly in education. If the shadow
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Treasurer is indicating he will cut back on education spending Mr FOLEY: | have almost forgotten what my question

should he ever be the Treasurer, | invite him to have avas. | appreciated the frankness, openness and directness of

discussion with the shadow Minister for Education about highe Treasurer’s answer until the point where he fell back into

plans, because she is actually opposing the current reductiohs normal political rhetoric. However, | thought it was a

in expenditure in education. good feature, Treasurer; you do it well and you should do it
Mr Foley interjecting: more often, that is, move away from politics and get onto
The Hon. R.1. Lucas: The member for Hart cannot expect substance. The Treasurer has confirmed—

to interject and then be unmolested in terms of the response. The CHAIRMAN: Does the honourable member have a

If he wants to interject, let him accept the molestation thatjuestion?

will come from the Treasurer. Mr FOLEY: 1do, Sir, but the preamble is important to
Members interjecting: the question. The Treasurer has indicated today that his—
The CHAIRMAN: Order! Members interjecting:

The Hon. R.I. Lucas: As a spending Minister in educa- ~ MrFOLEY: Caning or molesting?
tion, I will give one example of many that | could have. With ~ The CHAIRMAN: Order!
respect to the Tanunda Primary School, | was desperate to Mr FOLEY: The capital works budget is clearly a
spend $4 million or so in Tanunda on a new primary schoolsignificant problem of Government and the Treasurer has
but there was a father of a brawl that went on for almost tweconfirmed that today.
years between the local council, the school council, the Mr Conlon interjecting:
department and a variety of others— The CHAIRMAN: Order! Would the member for Conlon
Mr Conlon interjecting: like to go and have a cup of coffee? The member for Hart.
The Hon. R.I. Lucas: We have spent a lot of good money =~ MrFOLEY: The capital works budgetis clearly a major
in some of your schools and they look sensational now. problem for Government. It is causing significant blow-out.

Mr Conlon interjecting: Government has a 49 per cent increase in outlays for capital
The Hon. R.I. Lucas: Is Hamilton in yours? works this year and that is resulting in a 5.2 per cent growth
Mr CONLON: Yes. overall. 1 now draw to the Treasurer’s attention a more

The Hon. R.I. Lucas: A sensational school. | visited it SPecific issue that the Premier raised last night, which I think

recently, and Hamilton Secondary College is a magnificen?hOUIOI alarm all people listening and all people reporting the

school with magnificent facilities, right in the middle of the events of this Parliament. The Premier, to further explain this

member for Elder’s electorate so he tells me issue of problems with capital works, cited this example:

Mr Conlon interjecting: We can put checks and balances in the system to ensure that
. | estimates are outcomes. | have been concerned that, when seeking

The Hon. R.I. Lucas: So have ! funds, an agency might leave part of the project out so that it comes

Mr Foley interjecting: within the allocation to the agency. Upon commencement of the

The CHAIRMAN: Order! | would invite all membersto Works someone finds that the sprinkler system was not included in

; P ; ; the first place. That adds $1 million or the like to the project and it
concentrate on their responsibilities in this Committee. takes it over the funds that were originally committed. When | see

The Hon. R.I. Lucas: The member for Hart might like to - a project like that it would appear that someone has sought to get
keep his colleague, the member for Elder, quiet. approval for the project under a limit with an expectation they could

The CHAIRMAN: Order! The Treasurer might like to take it over the limit afterwards when there was full commitment to
answer the question, too. the project.

The Hon. R.I. Lucas: | am being provoked by the The Premier further stated:
member for Elder. The Tanunda Primary School is a perfect 1also believe that the set of circumstances is also unsatisfactory.
example where the Government wanted to spend the mongy an extraordinary and most serious allegation, the Premier
but was being held up. In respect of Seaton High Schpol, further states:
remembe_r that the Government wanted to §pend approximate- ; 4oes not matter what the project was.
ly $1 million to $2 million but the school’s principal was ked what th act d 1 will al K th
actually wanting to undertake the expenditure in a different @SK€d what thé project was—and | will also ask the
way. He asked the department to stop the spending of th easurer that question shortly. The Premier continued:

program. The member for Hart would very well know that the It seems to me that, with the sprinkler system in, there were not
principal at Seaton, David Tonkin— sufficient funds. You start the project and then you identify that the

. e sprinklers are not in, and you then have to find the money from
Mr Conlon interjecting: somewhere else and go over the original estimate to be able to put
The Hon. R.I. Lucas: Only a couple. They are practical them in. I think | have made the point. Our best endeavour is to

examples of why it is sometimes beyond the control of thesheck and monitor to ensure that that does not happen.

particular Minister to force the expenditure. With the schoolln conclusion the Premier stated:

principal saying, ‘Don’'t spend the money because | wantto  There have been several incidences in the last year, and that also

show you a different and better way of spending thehas been unsatisfactory. | have expressed that to the Ministers and

$1 million or $2 million; hold it up, that was held over from the departments concerned.

one budget year to the next. As the Minister | kept saying| doubt that | have heard a much more serious allegation from

‘Look, | want to spend this money in your school. We wanta Premier about the performance of a capital works budget

to undertake this expenditure.’ Principals and school commuwsf Government than that. The Premier last night gave a big

nities were saying to me, ‘No, don’t’ That is part of the vote of no confidence in the way this State handles capital
problem in relation to overflows of capital expenditure. Inworks. He then states that, in one specific incident, a sprinkler
conclusion, clearly, Ministers might have greater ability tosystem was involved that was valued in excess of $1 million
control a capital works expenditure in some other areas, an@ve are not talking small change here). It was not so much

I am sure it was to some of those areas the Premier, at lea$iat the sprinkler system was omitted but that the Premier

in part, was referring last evening. was alleging that some agencies are deliberately leaving out
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components of capital works projects to get them under the Members interjecting:
line and then, once the thing is half up, the omitted item must The Hon. R.I. Lucas: Ultimately that will be a judgment
also be funded. we take in the particular circumstances. | do not know the

The Premier said that, in the past year, there have beatetails of the sprinkler capital works case to which the
several incidents. Will the Treasurer respond to this quitdwonourable member refers. He had the opportunity to pursue
serious statement made last night by the Premier; and will hi¢ with the Premier last night. He obviously did so. | am
particularly tell us to what project the $1 million sprinkler happy, upon his request, to take up the issue with the Premier
system relates and what are the other incidences to which the see whether he has any more information he is prepared to
Premier referred last night where agencies have submittedmovide to the Estimates Committee in terms of the two week
cost deliberately to mislead the Government? deadline for further responses.

The Hon. R.I. Lucas: In order of priority, if this is the Mr FOLEY: As usual we get a non-answer; we get a
most serious issue the shadow Treasurer believes is in tpslitical answer. The Premier chose last night, by way of
public accounts, he obviously has not done enough homéllustration, to make mention of an example of a sprinkler
work as shadow Treasurer—sprinklergates, or whatever it isystem that was not identified originally in a project cost of
I do not know what the project is. The honourable membeim excess of $1 million. The Premier then went on to make
had the opportunity last night to ask the Premier. He wouldhe somewhat extraordinary comment that it would appear
need to pursue the issue with the Premier. In relation téthat someone had sought to get approval for the project under

sprinklers or, indeed, other issues— a limit with an expectation that they could take it over the
Mr Foley interjecting: limit afterwards when there was full commitment to the
The Hon. R.I. Lucas: | do not know. project. That is a most serious allegation by the Premier that
Mr FOLEY: Then find out. an officer or officers deliberately withheld $1 million of

The Hon. R.I. Lucas: The honourable member can ask capital expenditure so that they could get the project started.
the Premier. If the honourable member wishes, | will ask th&'he Treasurer may not find that important; he may find that

Premier for him. not within his area of responsibility. | happen to think it is.
Mr FOLEY: You are the Treasurer. What concerned me even further was the Premier's
The Hon. R.I. Lucas: | know | am the Treasurer. Thank statement that that was only one of several incidences in the

you for telling me. | will take the issue— last year that have also been unsatisfactory. My direct
Mr Conlon interjecting: guestion to the Treasurer is: what was the project in which,

The Hon. R.I. Lucas: | do not want to be the Premier, according to the Premier, this $1 million sprinkler system was
thanks, member for Elder. | am quite happy where | am at theeliberately withheld from Government? Secondly, what are
moment, thank you. | am happy to take up the issue with théhe other incidences to which the Premier referred last night
Premier. If the Premier gave an undertaking to provide and which relate to unsatisfactory performance with the
response last evening to the honourable member's questionapital works budget? It is a legitimate question and a
I am sure he will do so. | do not have any direct knowledgdegitimate answer should be provided.
of sprinkler systems in capital works. It is not my area of The Hon. R.I. Lucas: | am happy to give legitimate

expertise. The more significant issue that the— answers. Indeed, | refer the honourable member to the
Ms THOMPSON: You have been too busy closing down answers to the two previous questions. | do not know: | am
schools. happy to take up the issue with the Premier to see whether he

The Hon. R.I. Lucas: Not in recent times but certainly is prepared to provide any further information to the—
as Minister for Education | closed or amalgamated up to 40 Mr FOLEY: On a point of order, Mr Chairman, could
schools in South Australia. But, of course, the shadowou please provide a ruling? | have asked a specific question
Treasurer, who wants to cut back expenditure in educatioaf the Treasurer as this is his budget line—
will have to do that and a bit more, won't he? Unless, of The CHAIRMAN: There is no point of order.
course, the member for Reynell does not let him. It is Mr FOLEY: He is refusing to answer it now or on notice.

interesting, we get criticisms about cut backs— The CHAIRMAN: The Treasurer is entitled to provide
Mr FOLEY: Answer the question. whatever answer he sees fit.
The Hon. R.I. Lucas: This was a comment from your The Hon. R.I. Lucas: | have indicated, and do so again,
colleague. to the member for Hart that | do not know. | am happy to take
Mr Foley interjecting: up the issue with the Premier. Evidently, this issue in relation

The Hon. R.I. Lucas: The honourable member’s to sprinklers was first raised with the Premier last evening.
colleague made the interjection criticising school closures iham happy to see whether the Premier has any more detail
South Australia. Again, another example where the Goverrthat he is prepared to provide to the Estimates Committee in
ment seeks to reduce costs and the Labor Party, the Oppo#ie normal course of its operations.
tion, opposes it, yet we have the shadow Treasurer trying to In relation to the more significant overall issue, | refer the
wax lyrical about increases in cost in public expenditure. honourable member to the answer to the first question, which
highlight that. If the member for Hart does not want hiswas a sensible question and there was a sensible answer to it;
colleagues to interject he should ask them not to in terms dhat is, that the Government—forgetting about sprinklers or
this Estimates Committee. In relation to the more genergparticular details like that—is concerned and has taken action,
issues—as | said, | have no direct knowledge of sprinklergarticularly in relation to these big projects, to try to get a
and the particular capital works—I| am sure the Premier'greater degree of detail in terms of the final costs before we
position would be, and | would support him, that, if he canactually announce a total figure.
demonstrate that either an officer or a department has |imagine that, if there are other examples to which the
deliberately sought to exclude costs that should have bedfremier has referred, these are the sorts of things that would
included, then appropriate action should be or would be takebe picked up as part of that process. If there are issues or add-
in relation to those officers. ons or costs that should be included in a particular Cabinet
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submission or budget bid, whatever it might be, then theff but an ongoing $150 million. That obviously assisted
appropriate costs ought to be included in the particular capitalreasurer Egan in terms of the construct of his budget.
works bid. | acknowledge the overall issue. Indeed, prior to The difference between the five year relativity agreement
last evening, in that Ray Fewings interview which the shadovand the three year relativity agreement for us in 1999-2000
Treasurer enjoyed with me on one cold evening, | alreadys a one-off impact of $47 million. When we talked about
acknowledged that the Government had identified this as asome of the difficulties of 1999-2000 as opposed to the out
area of importance. We had already instituted some action tgears, capital works is one where you have this flip-over of
try to rectify it and we will continue to take that sort of expenditure from 1998-99 into 1999-2000. But we also have,
action. under the Commonwealth funding agreement, a more
Mr FOLEY: What | do at least appreciate is acknowledg-significant impact on our budget in 1999-2000 than we do in
ment that we have a serious problem with the capital work¢he out years of 2000-01 and onwards. It actually improves
program. My colleague the member for Reynell indicates thafor us in those years. However, in that one year 1999-2000,
from information she has received on various parliamentaryor this particular budget, we have a relatively significant hit.
committees we have seen a $3 million blow-out in the The difference between the five years and the three years
Performing Arts Centre; $3 million plus from the Aboriginal would have been a difference of $47 million for us here in
Cultures Gallery; we know of the Hindmarsh Soccer StadiumSouth Australia. For a small State and small budget,
and | think the Wine Centre has blown out, as has the radi§47 million is not to be sneezed at. That is about half the size
network. The Treasurer talked before about what | would d@f the Rann power bill increase that we were going to have
as Treasurer. | hope that | would have better control on theo impose from 1 July. That was an average of $186 a
capital works side of the ledger because, clearly, that is whegousehold, so in a rough, back-of-the-envelope estimate you
the Treasurer’s most difficult position is, as he himself hasare talking about $100 a household.
acknowledged. So, when you are looking at the New South Wales budget
Will the Treasurer provide me with a reconciliation in and their circumstances, they have this ongoing $150 million
terms of certainly the past year, and perhaps we could gayear benefit. Evidently, they have announced this morning
back a few years, to show me the original estimate for alsome commitments to further reduce payroll tax in New
major capital works over $4 million, what was included in the South Wales, and Jeff Kennett in his budget recently reduced
budget figures and what was the final outcome, so that we caoayroll tax to 5.75 per cent, | think. Both the big States are
develop a picture over recent budgets as to what has occurradw reducing their payroll tax.
in the capital works programs? In terms of competitive advantage for a small State such
The Hon. R.I. Lucas: | will take that on notice and see as South Australia, that has to be a concern. As to the
what information we might be able to provide. Whether wemember for MacKillop’s question about where we look to for
can do it for all projects over $4 million and for what period, the future, we have steered clear of payroll tax. It is our
we would need to look at. | am happy to take that question obiggest revenue earner in terms of tax—
notice and see what information we can provide within the Mr Foley interjecting:
time frame allowed. The Hon. R.I. Lucas: Indeed we are, shadow Treasurer.
Mr WILLIAMS: The member for Hart alluded to the |thank you for your advice. | am not sure where the eight—
New South Wales budget, which | believe was handed down Mr Foley interjecting:
yesterday, and | was listening to some statements that came The Hon. R.I. Lucas: We might even get a song from the
from there and read some reports in this morning’s presshadow Treasurer if we are lucky, although he is not much
What strategy does the Government have post the GST ard a singer! | am not sure where the eight years comes from
the changes in arrangements that will flow from thatthe New South Wales Treasurer, but certainly by 2004-05 and
particularly since the statements out of New South Walethen onwards we would see some benefits. In terms of our
were that they do not expect the States to get any gains ofdrward strategy and the honourable member’s sensible
of the new source of revenue (via the GST) for at least eighjuestion, we hope that from 2004-05 onwards we will have
years. | think it has been generally accepted that it will bethis benefit. In a number of other jurisdictions, although not
somewhere between five and 10 years before any of thall, the actual revenue from a goods and service tax is
States start to see gains from that revenue base. sometimes higher than first predicted or projected.
Considering what the State Government has done, If that occurs, clearly some benefit will flow through to
particularly in the past two budgets, where there has beenthe States, because the GST will flow. The benefit to the
considerable increase in capital based taxation, is that tHgtates is that we will have access to a growth base. Albeit that
strategy with which we will be stuck for the next five to 10 we will have to wait for a period where we are protected, we
years, or are there other strategies in train? get no less than we otherwise would have got and have this
The Hon. R.I. Lucas: Under the revised intergovern- prospect. Therefore, we have this four to five year period that
mental agreement, South Australia is still likely to see on theve have to fill in, and we have to do that with our existing tax
current estimates a ball park improvement in our finances adnd revenue base. We have to control our expenditure and our
around $60 million to $70 million in 2004-2005, and at thatwages growth, which is why, for example, we are trying to
level from 2005-2006 onwards, we hope. | am not sure whersign three year enterprise agreement deals and why we have
the eight years comes from for New South Wales. Franklypeen fighting the teachers’ union for 12 months. In all those
New South Wales walked away from the recent Commonareas, we seek to make sure we retain balanced budgets and
wealth Grants Commission arrangements with an extreeduce the debt through the lease of the ETSA assets during
$150 million or so as a result of the Grants Commission’shis period; then from 2004-5 onwards we should have some
recommendations. So, it did pretty well out of the most recengreater flexibility.
reassessment of the relativities under the Commonwealth Mr WILLIAMS: | have some concerns about how we
Grants Commission for the next five year period. And that iswill change our tax base from its current position to where we
$150 million per annum, | am reminded; it is not just a one-want to be in the five years to 2004-5. Budget Paper 2
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(page 3.2) indicates that there has been a strong growth to collect that component of that levy which, by my quick
total operating revenues of 4.8 per cent. Table 3.2 details thealculation, comes out to about 5.5 per cent of the amount
revenues and expenses in the budget in broad terms. The thisding collected. | also understand that the Motor Registration
item on the revenue side is regulatory fees and fines, aridivision collects compulsory third party premiums in a
there has been a growth of 13.1 per cent. Why are regulatosimilar fashion and that it charges a rate of 1.8 per cent for
fees and fines under the same heading and not separatecollecting those fees. Can you confirm those figures and
would assume that the 13.1 per cent increase is way in excesgplain why the Motor Registration Division is charging us
of how the fees have been going up over the past few budgetisree times the amount to collect the emergency services levy
in line with the consumer price index or a similar index, andfee than it charges to collect the compulsory third party fee?
that seems a fairly large increase. Is that due to fines and, if The Hon. R.I. Lucas: The Acting Under Treasurer has
so0, what fines are involved? indicated to me that he thinks it is charging about $1 million
The Hon. R.1. Lucas: My advisers are trying to get some rather than $2 million. Nevertheless, the member’s ques-
detail on that. In terms of your general question involvingtion—at least in part—remains unanswered. | do not have the
growth in revenue, | refer the honourable member to the tabldetail of that. We can undertake to talk to the Minister and the
that the member for Hart and | were discussing earlier omgency, and provide a response within the normal two week
page 2.4 of the Budget Statement. As the honourable membgeriod.
knows, the member for Hart has been looking on the outlay Mr FOLEY: | want to deal with the interest cost of
side which is the 5 per cent line. | referred him to theservicing our outstanding debt which varies depending on
underlying consumption expenditure including superannuawhich table you look at. | am trying to get a handle on just
tion. In this document, Treasury has produced the last linevhat our general Government debt is at present. Assuming
which is our own source revenue real growth, that is, thét is approximately $5 billion, would that be a reasonable
amount of money we generate as opposed to that which wiggure of general Government debt?
have been given by the Commonwealth Government through The Hon. R.I. Lucas: In the non-commercial sector, itis
Commonwealth-State financial agreements. If you thembout $5.7 billion.
exclude the SAAMC dividends, which are essentially one-off Mr FOLEY: When you look at the forward estimates,
dividends, and look at the growth in revenue that the Statgou see that interest payments, on a rough estimate, are
taxes generate, you see a 5.9 per cent increase in 1999-20@@proximately 9 to 10 per cent, certainly in the out years, in
in the following year, a reduction of .3 per cent; the year aftetwo or three years, in 2002-3. Are we having problems with
that, an increase of .9 per cent and a reduction of .2 per cerdur debt management profile, or are we having numbers
If we forget the small ups and downs, essentially it is afactored into our forward estimates that are higher than they
balanced position. We are not underwriting this forwardshould be? We have been in a low interest rate environment
estimates program with further huge increases in revenugow for some years. Expectations are that we will remain in
projected into our own source real revenue growth. Through reasonably low interest rate environment for the next few
the variety of other mechanisms—obviously through ouryears.
leasing of assets and the premium we will get from that and Looking at some information the Treasury has provided,
also various other measures we have discussed in a rangeved have rolled over a lot of our State debt in recent years. No
other questions—we seek to continue to maintain a balanceatbubt there are still further amounts maturing and | appreciate
budget without there being a need during this period—if wehat the system of managing that debt is such that we have to
move through to the GST—to have further increases imet an average rate, but it seems that certainly in the out years
capital-based taxation, which was the subject of the member&ur average rate of interest still seems to be very high.
first question. The Hon. R.I. Lucas: For a significant part we need to
The Attorney-General had a story in tAdvertiserthis  thank the member for Hart and his previous Government
morning about a unit that has been put together to colleathich he so loyally served. A number of the loans in our debt
unpaid fines—chasing up people who have been fined byortfolio were long-term loans taken out during the 80s by the
who have not paid. That story highlighted that a lump ofLabor Government—
money had not been collected. We understand that the Mr Conlon interjecting:
Attorney-General and Justice are predicting a lot of that The Hon. R.I. Lucas: | am not sure what that interjection
uncollected money will now be collected through this specialvas meant to achieve.
targeted program with this unit. We understand a good lump The CHAIRMAN: Order! The Treasurer should not note
of this might be due to that. There may well be someinterjections.
expectation in relation to traffic fines. As you know, the  Mr Conlon interjecting:
Minister for Police has announced that some new police The CHAIRMAN: Order!
cameras will be in use, and it may well be that there is some Mr Conlon interjecting:
estimate of an increase, given that this year's estimate for The CHAIRMAN: Someone else will be turfed out if
traffic fines has dropped significantly. | am pretty sure thethey keep that up.
figure for this year has dropped significantly in terms of the  The Hon. R.I. Lucas: In his vicious attack on me and the
actual revenue. With regard to next year’s increase, we hav@overnment the member for Elder indicated that of course
seen a reduction and we may see some retrieval of that figurhe debt was run up under the Labor Party because we were
Mr WILLIAMS: | have been having some problems with never in Government. | thank the member for Elder for his
the collection of the emergency services levy, specificallyassistance. He is indeed right: it has been run up by the Labor
with the way it has been collected and the mobile propertyarty.
component of it. | refer the Committee to Budget Paper 2 Mr Conlon interjecting:
(page 6.2). The mobile property component of that is The CHAIRMAN: | warnthe member for Elder.
$35.6 million. My understanding is that the Motor Registra-  The Hon. R.I. Lucas: The member for Elder is right. The
tion Division of Transport SA will charge about $2 million debts were run up under the Government that the member for
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Hart served as a senior adviser: one of the most senigates or below? When will the balance of our debt be
advisers to one of the most senior Ministers and then thenaturing and what is that current rate?
Premier. He has been much too humble when he says he only The Hon. R.I. Lucas: | am happy to take the question on
served the Premier in that last year. He forgot his loyal andiotice and see what information we can provide. Certainly,
important service in terms of the direction of the Bannonduring the course of the past 12 months we have provided
Government as a senior adviser to Minister Arnold in one oome greater degree of information to interested parties about
the driving rooms of the Government. our debt profile. | understand there are some issues about
Mr Foley interjecting: which we might not be in a position to put details on the
public record but certainly we can provide a greater detail of

The Hon. R.I. Lucas: The member for Hart is being . A
much too humble: he was a senior and prominent adviser dit@il than exists in the documents. | am happy to undertake
do that and, within those parameters, bring back further

economic issues to the Bannon Government and helped gui ) >
information for the Committee.

it through its period in government. We have literally ) .

hundreds and hundreds of loans as part of our total debt Mr FOLEY: I take it that we were not one of those

portfolio. Thankfully, this example is a small one, | am told Interested parties who had access to }he_lnformatlon earlier.

in terms of the totallquantum but a loan was ta{ken out fc’)}would now like to come to the reconciliation statement that

40 years at 15 per cent. | am not saying a good part of th@PPears in the budget papers. Can you provide an itemised

portfolio is at that level or length, but that is certainly much reakdown of measures that comprise the $75 million of
%?jdltlonal expenditure as a result of decisions by the Olsen

longer and higher than a range of the others. The reason w - - X
our average interest rate on the debt levels is the 9 per ceffPvernment since the tabling of the 1998-99 budget, which
clearly recurrent expenditure as the item appears in the

to 10 per cent that the member is referring to is because V\)prward stimates?
do have significant loans taken out by the Labor Governme X
9 y The Hon. R.I. Lucas: | am very happy to do so. | have

for lengthy periods of time and at high interest rates. When h ation. 1 think d it when the shad
you average those interest rates out, we then have to work opfe" that compilation. | think we used it when the shadow
inister for Finance raised some questions in the Upper

way through that process. Fortuitously, over about the ne L
y 9 P Y ouse. | do not have it with me at the moment. | was happy

three years (I can get the exact figures) we have abo ' -
> Y ( an g 19 ) 0 point out to the shadow Minister that a number of the areas
$3 billion or $4 billion of debt maturing. . :
of ith the | d ina due duri th.were those that his frontbench colleagues had been calling for
course, wi € lease proceeds coming dué aunng tig, o rmg of extra expenditure, new programs or improved

timeframe, it will enable us to manage the debt portfolioggjces | will be interested to see the shadow Treasurer's
pretty well. The figure might be around $2.5 billion to response

$3 hillion coming due in the next two years. If we look at the Mr FOLEY: | did not think Governments responded to

) iti IIs f diture. It sh hat little faith |
That is a significant amount of debt rolling over the next few, ;Vpeoisr: ;/%ijzusdg%rt%(gﬁ;g:amgm tﬁa?vgse;,c\)lr:thle i?\kails dry
}/I_ears. | am dcesrt:g)al\y \]ﬁfery happy to deffer;]d theh role ofy ., are committing your Government to a further $75 million
reasury ar;] dob 0 |fc(?_rs |_rr1hterms % cf;w tHey ?}rerecurrent from the budget. I do not like to be critical unneces-
managing the debt portfolio. The member for Hart assarily, but it would appear that often you seem to have your
identified the problem that we have and certainly officers ar ands off the driving wheel of government when it comes to
doing the best they can in terms of managing those higl  inances. Maybe now that ETSA is moving on you might
interest Ionlg teLm IogrE‘Frat v;e Imlghltzhave r;]ad. | can g('jv%e able to bring the budget back under firmer control. What
one example where in the last 12 months managed tQ 1, ggvance paid of $243 million for the 1999-2000 sighted

finish up a $600 million loan with some Japanese investor ; ; ;
(and I can get the exact detail on the investors or their count sgnpg]ki ?ﬁétagr?ﬁgﬂg(ec’ in Budget Paper No. 2. Again, you

of origin), | think it was a Japanese investor based loan, an The Hon. R.I. Lucas: | will take it on notice. In relation
we were able to retire that debt without any break costs at al{o the $75 million, it is not something that has occurred since

even though it finished early. _ _the ink was dried in relation to the budget papers. These are

Whilst that may not always be the case, obviously withdecisions taken over the past 12 months or so which have
some loans it has been demonstrated at least in one case &idoing costs. If, for example, we were to spend money on
we hope in some others, that we might be able to retire som@cruiting 100 extra police trainees, for which the member for
debt without either any break costs or significant break costs:|der has been calling for quite some time, there would be an
Obviously, we would have to make that judgment in terms obngoing cost as a result of a specific Cabinet decision
how we use the proceeds from the leasing of our electricitgubsequem to the May 1998 budget.
businesses. Mr Foley interjecting:

Mr FOLEY: | thank the Treasurer for his answer. The Hon. R.l. Lucas: | am not going to reveal the
Obviously, we are aware that some of the debt would still beliscussions that go on in Cabinet.
from the original bail-out of the State Bank. However, the  Mr Foley interjecting:
information with which we have been provided is limited. © The CHAIRMAN: Order!
The indications are that a lot of that is rolling over and you The Hon. R.I. Lucas: There are a number of programs
have confirmed that it will be rolling over in the next couple in the employment area where the Government has made a
of years. This is all a little academic. Some information withconscious decision, because of the high unemployment rates
which we have been provided shows that there have been South Australia, to do more in relation to employment
some recent—in the past 12 months—and new debt rollegdrograms or a range of other similar programs that are
over at substantially reduced rates of 4.5 per cent to 5 paargeted towards job creation. Appropriately, if the Govern-
cent. Therefore, can the Treasurer provide the Committement makes such a decision during or after a particular
with a breakdown of our debt situation? Can he advise whatudget period, it accounts for it, as we have done so in these
is the current proportion of our State debt that is at marketlocuments. It is up front and accountable. We have done it
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and we have balanced the budgetin a modest and reasonableMr LEWIS: What goods and services provided by the
way with those additional expenditures. State Government will attract the GST, and are we ready to

The corollary of the member’s question is that, once #l€al with that?
budget is taken, a Government never takes another decision The Hon. R.I. Lucas: Health and education, as the
until the following budget. The honourable member has nevemember would know, will be GST free. Services or goods
been a Minister in a Government or been Treasurer. | assuggich as water, for example, will be GST free but electricity
him that, although he might have this idealistic view of theand public transport fares will be subject to GST. It varies.
way Governments are run or the way the real world operated the honourable member has any particular areas that he
it does not operate that way. | will give one example that goewants to highlight now or later on in the Committee, | am
back to the Stephen Baker years. In the middle of the budgé&@appy to undertake to provide a greater level of detail. The
year, the Commonwealth Government came to our Goverrgeneral principle is that our agencies and statutory authorities
ment and said, ‘We have money from the National Heritagavill be liable to GST in a substantially similar way to private
Trust and we will put $50 million into environmental Sector businesses. As it applies to us, water is GST free and
programs to clean up the Murray if the State Government iglectricity and public transport fares are two services with
prepared to commit $15 million on this program.” Thosewhich a lot of constituents are familiar and which will be
figures are not the order of magnitude of the program, but iubject to GST. It will not be the full extent of the GST. As
is one example that | recall. it will be with businesses, there will be the question of what

Another one that | recall, with which you would be the increased cost might be, what the reduction in the cost

familiar, Mr Chairman, concerned the Home and Communit)}“ight be, and there will be some sort of net effect or impact.
Care Program (HACC). At various stages the Federal MrLEWIS: Directly and supplementary to that, can the
Government comes to us saying that in the social serviceEeasurer provide us with a list of the goods and services that
area it will spend more money on a particular program, bu@e provided by Government that will attract the tax? He may
the State has to increase its spending to get it. The Stawdsh to take that on notice. Are the Government agencies
Government has two options. One option is to say, ‘No, gdgeady?
away, because we have put down a budget.’ In accordance The Hon. R.I. Lucas: We are happy to take the first part
with the idealistic view of the shadow Treasurer, one shoul@f that question on notice. A list has been produced in terms
never increase expenditure during a budget year becauseaffproviding greater detail on which goods and services will
fear of the shadow Treasurer criticising the Government ife subject to GST and which will not be, so | am happy to
the following year. Then the Government leaves itself opeiake that on notice. The preparation of agencies is an
to criticism from the community welfare people because theymportant question, and the Department of Treasury and
had the prospect of an extra $30 million worth of spendingrinance will take a key role in terms of trying to organise the
on respite and Home and Community Care, because tHéovernment response in relation to the GST. It will be an
Commonwealth was going to put in $20 million and all theextraordinarily complicated task.
State had to do was put in $10 million. They would say itwas | am told that Treasury has established a project team to
aterrible set of circumstances. assist agencies to meet the administrative requirements in the
If it is in an area of priority and need, if the Government lead-up to 1 July 2000. We have conducted some awareness
decides that it is a meritorious case and if it can fund it andnd technical training for key staff and that will have to be
maintain a balanced budget, it is appropriate for the Goverrstepped up over the coming 12 months. Some newsletters and
ment to agree to those sorts of expenditures. Under the firgtlides to the GST have already been circulated, including a
Liberal Government, we did so. We entered into agreement@ractical guide to GST project requirements and suggested
between budget periods and we had to make sure that, fiine frames. Treasury has established a GST Government
future budgets, we had the revenue items or the expendituM/eb site to provide useful GST information and policies for
reductions still to produce a balanced budget at the end of tHél Government agencies.
period. We have sought expressions of interest from GST
Mr FOLEY: | felt some sympathy for the Treasurer consultants to assist Government agencies to implement GST
recently when | noticed his colleague Dean Brown complainPractices and we are in the process of finalising that. We have
ing that the Cabinet had rejected his funding requests. It is ngStablished a GST help line for agencies to provide advice to
always easy. What is the $26 million worth of additionalthém in terms of how they handle the GST. We have

capital works that is mentioned in table 2.5 of the reconcili-conducted a number of meetings with portfolio representa-
ation statement? | am happy for that to be taken on notice tives to assist them and we have established an interstate GST

forum to consider common administrative issues with other
States with a view to sharing information and tools where
V‘ﬁ:ossible. So, I think the answer is that a lot of work has been
ter done, but a lot more work has to be done, obviously.
. . There were two broad policy options that the Government
Mr LEWIS: | heard the Treasurer mention the GST in thecgid have adopted in relation to processing the GST. We
course of an answer that he gave to the member for Hargo|d have tried to choose one central agency, such as
What has he or Treasury done to prepare for the GST? Mofgreasury, and have all the GST processed through the one
particularly, can he putline for the Committee .the servicesagency; or each of the portfolios would be responsible. We
and any goods which the Government provides or sellsayve adopted the latter course, and | understand that all other
which, itis expected, will attract the GST? Are we preparedsiate Governments have similarly adopted that latter model,
for the onslaught? that is, each of their portfolios will be the ones paying and
The Hon. R.I. Lucas: Can the honourable member further having to remit GST and claiming the refunds. So, it will all
explain the second part of his question? be processed through the individual agencies rather than it all

The Hon. R.I. Lucas: | will take that on notice but if we
can get an answer before the end of the Committee today
will give it to the member. If not, we will provide it at a la
date.
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coming into a central agency, such as Treasury and Financ€pmmonwealth-State financial relations debate or, indeed,
and then our having to process the whole lot. any further discussion about the amount of money that might
Mr LEWIS: Does the Government have an estimate oftome into the State from the GST.
the amount of GST that it will have to pay to the Common- Mr FOLEY: Inthe wee hours of the other morning, when
wealth, and is the figure which the Treasurer and the Premieve debated the final stages of the ETSA lease legislation, the
have negotiated with the Commonwealth a net figure—netreasurer (and | acknowledge that it might have been that it
of the transfer of payments made back to the Commonwas late in the night or early in the morning, he was tired, and
wealth—or a gross figure from which our payments will haveit had been a big week for him), when he referred to the
to be made to the Commonwealth before we receive disburseabor Party (and | must acknowledge my colleague the
ments? In other words, how much of it is the revolving doormember for MacKillop’s motion, which we seconded, to
and how much of it will be real? eliminate the slush fund, which was obviously an attempt to
The Hon. R.I. Lucas: | am advised that our input tax bypass the normal budget process and, indeed, to bypass
credits would be greater than the amount that we would haveroper accountability in terms of public finances, just sort of
to remit to the ATO. Of course, over and above that, wetuck $150 million aside), made the extraordinary statement
receive all the revenue that flows through in the sort othat he would now have to consider collecting more revenue
quantum which | talked about. So, in around about 2004 oif he could, or other measures, to make up this supposed need
2005 we see in the order of about $60 million to $70 millionof $150 million. Will the Treasurer now put on the public
extra coming to the State over and above what we would hawecord what taxes, fee or fines he intends to increase to raise
expected under the current financial arrangements. the $150 million—or was that just because he was tired and
Mr LEWIS: Before | ask my next question, can | say thatemotional at the time?
| do not want anyone to misunderstand my belief that the The Hon. R.I. Lucas: | assure the member for Hart that
GST is an absolutely essential part of taxation reform andlam never tired and emotional, euphemistically or otherwise.
will benefit not only the States in general but South Australid remember very clearly what | said on that fateful morning,
in particular, in consequence, because it is export industriaghich will live in the memories of South Australians for
upon which we will depend, and continue to depend, for oudecades to come. | gave no commitment to a sum of money—
jobs growth. | thank the Treasurer for the assurance that H&150 million. | indicated then that, should the set of circum-
has given us about providing that background informationstances arise that the Hon. Mr Crothers had publicly can-
and move on from there to the rural sector. vassed (and also privately canvassed, for that matter) in
During the time that the Government has been in officerelation to—
a number of initiatives have been taken which have been of An honourable member interjecting:
benefit to the rural community, many of which | could listbut ~ The Hon. R.l. Lucas: Thank you—those particular
will not, because | want to ask the Treasurer what they aressues, | would not publicly canvass particular industries or
and whether they are under any risk of being cut out any timeompanies or industry sectors: but that, should the set of
soon. | believe that many of those initiatives are not so muckircumstances arise where the Government (being the caring
an important part of social equity, Mr Chairman, and | amcompassionate Government that it is) needed to take action
sure that you agree with me that they ensure that the besi help working class South Australians, we would have to
people, with the experience and relevant qualifications téook at what we could do in those circumstances. Indeed, the
manage the land and the resources needed in the productiorember for MacKillop, in the not inconsiderable number of
cycle, are kept in place to do that from generation to generadiscussions that | had with him and his colleagues, said
tion. Can the Treasurer tell us what those initiatives are andxactly the same thing to me: that, if these circumstances are
whether or not any thought has been given to knocking therto arise, you need to look at a set of circumstances where you
off? raise more money or you save money or you take out more
The Hon. R.I. Lucas: One of the examples to which | am borrowings or whatever. | am not suggesting that the member
sure the honourable member is referring is the issue of stanfpr MacKillop suggested any particular alternative—he did
duty exemptions with respect to intergenerational transfersot—but he canvassed a range of those options, as did his
of family farms— colleagues, and said that that was a better way to tackle it.
Mr LEWIS: Yes, | am. Given the decision of the Parliament, | indicated, ‘as is
The Hon. R.I. Lucas: —that we extended in recent times appropriate’. If a particular industry sector runs into a
(in March of this year) to nieces and nephews within thesignificant problem, and we have perhaps hundreds of
family group. The exemption also extends to transfer of stockvorking class South Australians unemployed, with their
implements and chattels. Other initiatives— families in great distress, a caring and compassionate
Members interjecting: Government as this one is would obviously need to seek to
The Hon. R.I. Lucas: Our Labor colleagues here are do what it could to assist industry restructure and to retrain
obviously not too much interested in the rural constituencypeople for other jobs, and maybe even try to encourage
Members interjecting: alternative employment in those particular industry sectors.
The CHAIRMAN: Order! | am surprised that the member for Hart would have some
The Hon. R.I. Lucas: The Government also introduced problem with that particular circumstance.
(I think it was some time last year) stamp duty exemptions | did not and have not indicated that we would raise
for members of the rural sector who were forced to transfe$150 million. What | indicated was, if we had to, we would
accounts as a consequence of the closure of the financialok at the set of circumstances and make a judgment about
institution in their town, and an exemption also for refinanc-what sum of money, first, was needed and, secondly, was
ing of rural loans. That is the range of initiatives, | supposeable to be made available. The Government would have a
to which the honourable member would have been referringumber of options. The member for Hart quickly looks to the
in his question. The Government’s commitment to those@evenue line. Let me assure him that, as Treasurer, | do not
initiatives is ongoing. It is not subject to the currentgo first to the revenue line. We first go to other areas, like
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expenditure reductions, if possible, or potential asset saleeing a bit presumptuous, has factored in getting the money
proceeds. We do not have any ideological problems witlirom the leaseholders without having changed the law to get
asset sales. If all else fails, we might have to look at one-ofit from them. | am told as a result of those amendments not
revenue items. At this stage, we have no plans and it woulldeing in place that there will be a shortfall and there will
be incorrect for anyone to suggest that we were going to goontinue to be one unless the amendments are brought before
down that particular path. Parliament and passed.

Mr FOLEY: The Treasurer's answers just go forever, but However, | was surprised that, given that this Bill was on
you seem to find $34.62 million for consultant fees verythe Notice Paper two months ago, the Minister for Emergency
easily, but the issue of assistance to industry | find peculiaService could not tell me what the shortfall would be if those
Let me make very clear that the Labor Party would agree thafrown land leaseholders were not included in the collection
any compassionate, fair-minded Government would alwaypool. | am sure the Treasurer will be able to tell me what the
look at assistance where it could, particularly for workingshortfall will be. This is a matter of some moment. As |
class residents, which all Governments of both persuasiongsiderstand from the newspapers today, there will already be
have done in years gone by. a shortfall in the collections through the failure of the

The Hon. R.I. Lucas interjecting: Government’s attempt to claw back money from local

Mr FOLEY: | am looking at the value of industry government. Apparently, it will not be getting any money
assistance since your Government came to office. In that tim&om local government, and | understand a figure was
it has increased from probably an average of about $7 dncluded in the overall sum. What will the shortfall be as a
$8 million in one particular program to over $40 million, so result of leaseholders from the Crown not being in the
I can assure you that, mainly through the big spending otollection pool?
your Premier, you have been very keen to throw money at The Hon. R.I. Lucas:| am not sure whether we have that
industry. particular answer. As the member will know from his

The Hon. R.1. Lucas interjecting: questioning of the Minister for Emergency Services yester-

Mr FOLEY: We have already said that industry assist-day, the Minister would have made quite clear that the
ance will be one area that Labor will look at very closely. Weconstruct of the levy is the responsibility of the Minister. We
are not necessarily of the same ilk as you, Treasurer, whehgve obviously been consulted along the way.
you seem to be throwing much money in various directions. | guess | could make two comments. It may well have
The point of the matter was not whether one neede®#een—and | would need to check with the Minister—that
$150 million, but about how one goes about structuring thathey assumed when they did their original calculations for the
You simply do not hive off the cream from the top of an assef$140 million or so that the Crown leaseholders would have
sale and put it in your back pocket in the lead-up to the nexeen included in it. Maybe they have found that since then
election, which is what you are attempting to do. | just askthat might not be the case unless the legislation is amended.
are you aware of major assistance being required for anywould need to check my understanding of that to see
major manufacturing facility in South Australia? You surely Whether or not it is correct. | am not sure as to the extent of
did not put a $150 million fund into that Bill without having that. I have a figure in the back of my mind which is relative-
knowledge of an impending difficulty with a particular ly small. | do notwantto place that on the record if | can get
company. Is such a concern currently held withina more accurate figure before the end of proceedings today.
Government? I am happy to put that on the record.

The Hon. R.I. Lucas: The member incorrectly asserts that ~ In relation to the second issue raised by the member, what
| put the amendment into the Bill. The amendment wads euphemistically known as the clawback from local

moved by the Hon. Mr Crothers. government, that does not actually impact specifically on the
$140 million. It impacts on the budget potentially by
[Sitting suspended from 1 to 2 p.m.] $4 million, but again | will take advice from the Minister for
Emergency Services and provide a fuller reply.
Membership: Mr CONLON: It was budgeted to go into the fund, not
Mr Hamilton-Smith substituted for Mr Meier. into consolidated revenue.

The Hon. R.I. Lucas: No. | think the honourable member

Mr CONLON: With respect to your emergency servicesmight need to work his way through the process a little more
tax, although | note that the other Minister last night was veryclearly. In ballpark terms (and again | am not the Minister
sensitive to the use of that word—he preferred ‘levy’, and Iresponsible for the levy so | will correct the figures if | need
am prepared to use ‘levy’ if you have sensitivities about it ago), under the old system local government paid $13 million
well (and | must congratulate the Minister on how relaxed heor $15 million, or whatever it might be. Under the new
has been throughout the proceedings this morning, in keepirgystem they have to pay only $2 million or $3 million,
with his very relaxed attitude to his job), the Minister would whatever it is. So, the difference between what they used to
be well aware | would hope that two months ago a Bill waspay and what they now must pay under the levy is this figure
put on the Notice Paper to amend the emergency services tak $10 million or $11 million, or whatever it is, that people
to apply the levy to those people who hold land on lease fronhave talked about in terms of clawback.
the Crown. What goes into that figure of $140 million is not that

Apparently, some of the media attention of the prospectlawback figure; it is actually the $2 million or $3 million. |
of the Bill's coming to Parliament made the Governmentdo not know the exact sum—whatever the local government
nervous and it was never actually brought back to besum is. As | understand it, the Minister's argument and the
amended. | was told last night by the Minister for EmergencyGovernment’'s argument has been, until recent times, that
Services that the modelling for the $141.5 million forecast tdocal government benefits because, under the new system, it
be raised by the levy included the ability to raise the levy oris paying $X million less than it would have had to pay under
those holders of leases. So, the Government | would suggesite old system, yet the Government is the body that has
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introduced the levy. The question is: should local governmerdipply for the payment of mobile telephone accounts and what
keep those savings to itself? | am not sure that the construatstrictions apply to the use of Government mobile telephones

of the honourable member’s question is accurate. for private purposes? What was the total number and cost of
Mr Conlon interjecting: separation packages finalised in 1998-99?
The Hon. R.I. Lucas: In relative terms, it would be What is the target number of staff separations in the
interesting to do that calculation. 1999-2000 budget? How many TVSPs have been approved

The CHAIRMAN: The Opposition has requested to readby the Commissioner for Public Employment in 1999-2000
into Hansarda number of omnibus questions that will be and what classifications for employees have been approved
referred to with each portfolio and Minister. | will provide the for TVSPs in 1998-99? How many vehicles by classification
opportunity for the Treasurer to answer any of those queswere hired in 1998-99 and what was the cost of vehicle hire
tions that are raised now, if he so desires, or he may takand maintenance in that year? List all employees with use of
them all on notice. privately plated cars in 1998-99 and outline what conditions

The Hon. R.I. Lucas: | noticed in this Estimates Commit- are attached to the use of the car by the employee.
tee yesterday that, in lieu of an opening statement, the Leader Did any of the Minister’s agencies rent vacant and unused
of the Opposition read a comprehensive list of questionsffice space during 1998-99 and, if so, what was the cost of
Today, of course, that option has not been taken up. We havent or lease of this unused office space to the taxpayer? Are
had an opening statement and now we have— there any Government-owned premises within the Minister’s

The CHAIRMAN: The Chair was approached on this portfolios that are not currently occupied? What is the cost
matter and | gave my concurrence to the questions beingf holding these properties and where are they located?
raised after lunch. The member for Reynell. Will the Minister detail all executive and staff develop-

Ms THOMPSON: In relation to all departments and ment exercises undertaken by the Minister’'s agencies during
agencies for which the Treasurer has responsibility, including998-99? Will the Minister list all occasions during 1998-99
relevant junior Ministers, list all consultancies let duringon which executive staff of the agencies under his portfolio
1998-99 indicating to whom the consultancy was awardedentertained guests at taxpayer expense, all those present on
whether tenders or expressions of interest were called fahe occasion, the purpose of the occasion and the cost to the
each consultancy and, if not, why not, and the terms ofaxpayer?
reference and cost of each consultancy. How many staff originally from within the Minister's

Which consultants submitted reports during 1998-99, whaportfolios were on the redeployment list in 1998-99? For how
was the date on which each report was received by thieng have they been on redeployment and what are their
Government and was the report made public? What was theassifications? How many public help lines did the Minis-
cost for the financial year 1998-99 of all services provided byter’'s agencies operate during 1998-99? Which were located
EDS, including the costs of processing of data, installatiorin South Australia and which were operated from interstate?
and/or maintenance of equipment, including the cost of anVill the Minister supply information about what issues each
new equipment either purchased or leased through EDS aieIp line was intended to provide and what was the cost to the
all other payments related to the Government’s contract ttaxpayer of operating each help line—that is for all agencies?
outsource information technology to EDS? Will the Minister detail all interstate and overseas travel

During 1998-99 have there been any disputes with ED$indertaken during 1998-99 by members of Government
concerning the availability, level or timeliness of servicesboards, their destination, purpose, cost and all individuals
provided under the whole of Government contract with EDSwvho travelled? Will he also detail all advertising and
and, if so, what were the details and how were they resolved®omotional activities and campaigns undertaken by all
Which of the Minister’s agencies are buying new desktopagencies within the Minister’s portfolio for 1998-99. What
computers prior to the year 2000 and, if so, how many, aissues were the concerns of these activities, of what did these
what cost and what is the manufacturer of the product anectivities consist, how much did they cost, and what activities
what models are being purchased? What is the hardware aace planned for 1999-2000?
software that has been replaced or identified for replacement | ask the Minister also to detail all local, interstate and
due to achieve Y2K compliance and at what cost? Did or willoverseas conferences attended during 1998-99 by the
these replacement purchases go to tender? Minister, his staff and by public servants within the

How much did agencies within the Minister’s portfolio Minister’s portfolio, including the cost, location and purpose
spend in contracting the services of Internet providers duringf the conference. Provide the names of any former member
1999-2000 and which Internet providers were involved®f State or Federal Parliament within the Minister’s portfolio
Detail how many FTEs are employed by the agency ircurrently serving as a board member, a member of the
1998-99 for information technology services and detail theMinister’s staff, or as a public servant and detail their duties
figures for 1995-96, 1996-97 and 1997-98. What are thand remuneration.
names and titles of all officers who have been given use of Have any agencies within the Minister's portfolio
laptop computers and free home Internet access? What are ttebadged or otherwise made presentational changes during
names and titles of all executives with salary and benefit998-99, through changes in letterhead or other stationery,
packages exceeding an annual value of $100 000? Whiddignage and the like? What was the reason for the change and
executives have contracts that entitle them to bonus paymentshat was its cost?
and what are details of all bonuses paid in 1998-99? Has there been any refurbishment of the Minister's

What are the names and titles of staff who have beeministerial office or any of the offices of his CEOs during
issued or who have access to Government credit cards? F8898-99? What was the reason for the refurbishment and
what purpose was each of these cards issued and what wabat was the cost?
the expenditure on each card for 1998-99? What are the Since the 1997 State election have any of the Minister’s
names and titles of all officers who have been issued witiministerial staff taken up permanent employment in the SA
Government-owned mobile telephones? What arrangemengsiblic sector? If so, will he name the individuals concerned
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and indicate the vacancy for which they applied? Were thesennecessarily but | have been advised that we have 69 mobile
positions advertised and, if so, when and where? Name all gthones in use within the Department of Treasury and
your ministerial staff and their classification and remunerafinance.

tion. Name all staff attached to junior Ministers and their ~Some questions were asked in relation to credit cards,
classification and remuneration and advise whether they hawehich is a most important issue. An important part of the
ministerial cars with drivers, cars without drivers or accessGovernment’s control program is to ensure appropriate usage
to ministerial cars or drivers and on what basis. of corporate credit cards within all Government agencies, not

During 1998-99 what Government land or other real estatenly within the Department of Treasury and Finance. One can
has been disposed of? Where were these properties locatadlerstand the reasons why the honourable member has
Did the sale involve a tender process? For how much waasked her question on behalf of the Opposition. | am advised
each property sold? Who purchased the property and whibat there are currently 38 departmental credit cards issued to
acted as agent and/or legal adviser for the sale? With yowfficers of the Department of Treasury and Finance and that
indulgence, there is one line missing that | need to check. & further three cards are provided under the Department of
relates to any public servants within the Treasurer’s agencieireasury and Finance Administered Items line for Electoral
who may have been appointed to Government boards dffice support and the Gaming Supervisory Authority. The
private sector boards representing the Government, thdepartment keeps an appropriate monitor and control on the
remuneration paid to these individuals for services on eackxpenditure on those cards. These were the questions | was
board and the level of classification of these employees. able to respond to immediately, and we might be able to pull

The CHAIRMAN: Does the Treasurer wish to answer up a number of others by the end of the day.
any of these questions now or take them all on notice? Mr FOLEY: Itis a novelty for us to get an answer from

The Hon. R.I. Lucas: We will need some time to start you.
answering those. | have a number of answers here, which | The Hon. R.I. Lucas: Sensational, isn’tit! | am pleased
will give to the Committee. It will probably take me some to see that the shadow Treasurer is pleased that as Treasurer
time but, given the extensive time— and as a Minister | was able to provide instant responses to

Mr Foley interjecting: the questions being asked by the Opposition. We will take on

The Hon. R.I. Lucas: No, | am happy to provide them. notice a number of the other questions we cannot respond to
The questions have been asked. Given the extensive qudsefore the end of play today and, where we can, will provide
tions, the Chairman has outlined a procedure that | am vemesponses. | noted from the Premier’s statements last night
happy to follow. Clearly, there are some questions that | anthat some of these things will be impossible to provide
not in a position to provide answers to at this stage and wilanswers to by the appropriate time. | remember, as an
need to take those on notice and, where possible, bring bapposition member, getting a number of replies from
a reply. One of the questions was the salary level foMinisters in the Bannon Government that went along the
ministerial staff in the Minister’s office and the names ofllines of, ‘The time and cost involved in the public sector
particular ministerial staffers within the Minister’s or junior collecting this does not justify the information that would be
Minister’s office. There is no Minister attached to my office provided.’
as a Cabinet Minister, so that part of the question does not Mr FOLEY: You would not be that petty, would you?
apply. In relation to the Treasurer’s Office, three staff are The Hon. R.I. Lucas: | would not be petty, but it may
employed as ministerial staff: Lee Eckermann, the Chief ofvell be that it is accurate, so we will have to take some of the
Staff, who is employed on a total package of $90 000guestions on notice. Some of them stretch credulity a bit in
Richard Duddy, ministerial adviser, at $62 429; and Ms Anrterms of public accountability, but we will have a look at
Lambert, my personal assistant, at $39 726. them.

As to voluntary separation packages approved by Treasury Mr LEWIS: | want to ask about market reform, such as
and Finance during the financial year, no targeted separatidras been initiated by the Commonwealth. What | am seeking
packages were approved during 1998-99 within the Deparfs an outline of anything the Government has done to
ment of Treasury and Finance. Part of that question relatef@cilitate the Commonwealth Managed Investment Act of
to redundancy or termination payouts made during 1998-92998 for the South Australian scene.
and again | am advised that no termination payouts were The Hon. R.1. Lucas:| am advised that, in relation to the
made during the year. We then move on to a series dommonwealth Managed Investments Act, as part of
questions in relation to cars, telephones and credit cards strategic commitment to industry reforms the Government
was asked for the names of all the people who have mobilmtroduced an exemption from stamp duty on instruments that
telephones and car parking spaces, and | will start wittare affected to comply with the Commonwealth Govern-
officers within the department who have been allocatednent’s reform of the managed funds industry in Australia.
private plated motor vehicles. In addition to these, there aréhe general exemption from stamp duty introduced on
two generally allocated to the Compliance Branch of the Stat&8 March 1999 will ensure that investors in managed fund
Taxation Office. They do not relate to an individual officer bodies do not incur additional layers of stamp duty as a result
but are used by the compliance staff within the State Taxationf compliance by their respective managed fund schemes
Office, and therefore are shared amongst those staff. with the requirements of the new regulatory regime. The new

Twenty-six staff have access to private plated motoregime requires that two tier prescribed interest schemes that
vehicles and parking: A Bishop, M. Walker, B. Daniels, J.are to continue to operate after 1 July 1998 apply to become
Hill, R. Schwarz, J. Northdurft, G. De Gennaro, K. Cantley,single tier managed investment schemes under the Managed
B. Lindner, P. O'Neill, J. O’'Flaherty, F. McGuiness, G. Investments Act of the Commonwealth. By combining the
Crawford, A. Negus, G. Knight, P. Duldig, K. Moore, A. independent roles of trustee and fund manager into a single
Thompson, D. Posaner, D. Prior, T. Spencer, J. Ulianich, Iresponsible entity, the operations of managed funds will be
Morris, R. Emery, R. Harper and J. Henderson. In relation tetreamlined and responsibility for the day-to-day operations
mobile phones, | do not want to extend the committeeof the managed funds rests solely with the particular body.
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Mr LEWIS: | will leave that matter and turn to the Mr FOLEY: Given the story is in the can today, so to
superannuation fund, if | may, for members of Parliament irspeak, on mutual agreement, we might just dispense with a
particular. The Treasurer may take on notice this question ilew of the theatrics of politics—as hard as that, no doubt,
he does not have the information at his fingertips. What willmight be for the Treasurer. Is SAFAs balance sheet continu-
the unfunded liability be if we assume that all members whang to be rationalised as well as its subsidiary and related
have not changed to the new scheme from the old schenotempanies, and what is involved in this? Given that you have
remain in the old scheme until they have had 20 yearshad this policy of balance sheet reduction for the past few
service or more and live to the expected ages—according tears, how much further do you intend to go?
whether they are male or female—to which we would expect The Hon. R.l. Lucas:In general terms | am advised that
them to live? | would hope that is an age expectation from theve have gone just about as far as we can in terms of rational-
wider community. | am not asking him to assess the likelyising the structure whilst we await the next significant event
average age at death of retired members of Parliament, buthich will obviously be the proceeds of the lease of the
women are pushing the octogenarian level of life expectancglectricity assets which, as we discussed earlier this morning,
and men are now pretty close behind. Therefore, | am anxiousill have a big impact in terms of what we do with those
to discover that figure, and what it would otherwise be if theylease proceeds and the operations of SAFA. | am advised that
were all converted to the new scheme in lump sum payout® the past 12 months we have rationalised a number of
which would be the same as that which retiring members ofompanies and, in some of the budget papers, there is some
the general public get. They get a lump sum payout and hawvidence of that in terms of bringing into account various
to go and check out the market of fund managers to roll isums of money, first, to SAFA and, secondly, to the budget.
over. As part of that rationalisation, we have reduced SAFAs

I have a reason for asking that, and | would briefly like tocapital base from about $2.8 billion in about 1992 to
explain it to the Committee. | believe it is wrong for us to $181 million at 30 June 1998.
have one rule for ourselves and one rule for the wider Mr FOLEY: You mentioned some payments to the
community such that, whenever anyone in the widetbudget. What is the expected operating surplus for SAFA this
community reaches retirement, they take their superannuatigrear and for 1999-20007? What amounts, if any, will be paid
money, roll it over into whatever fund they choose in theto the Consolidated Account for this year and for 1999-20007?
marketplace and get what the market can deliver. However, The Hon. R.l. Lucas: If | need to clarify these figures in
the old scheme retains a measure of generosity to membetee final answers to Estimates, | will do so. However, the
of Parliament that is not available to other members of thadvice | have been given is that the amount of money to be
wider community. If all members of Parliament had the saméransferred to the budget in 1998-99 will be about $8 million
constraints imposed on them, there would be less nonsenagad in 1999-2000 about $53 million. Some work is still being
in here about what industries proceed or not proceed with idone on the following financial year in terms of what the
order to ensure that the economy was in good heart and thaansfer might be.
it could afford to pay a good dividend to all superannuation Mr FOLEY: | wish to ask some questions about
funds in the private sector from which everybody else has tSAAMC, the bad bank.
get their income when they have to rely upon superannuation. The Hon. R.I. Lucas: Mr Scharwz points out that on
We as MP’s would be less likely then to make a mess of opage 3.3.1 it confirms the numbers as being $8 million and
stuff up our economy. We would think carefully about $53 million.
whether or not we would have anything in which to invest Mr FOLEY: We both missed those in the books. As to
and what that would be likely to return for us in our retire- the bad bank, you mentioned the dividend return from the bad
ment if we had the same constraints imposed on us as dmnk which was held over into this budget. What does the
ordinary members of the general public. amount of money that we have had transferred from SAAMC

The Hon. R.I. Lucas: | might have to take some aspects into the budget this year actually represent? It was held over
of that question on notice. | have been quickly advised thain 1998-99 and paid into the forthcoming budget. Is it
the parliamentary scheme is fully funded. So the earlier paittquidating assets and profits? Can you be specific about what
of the member’s question on the unfunded liability of theit is?
parliamentary scheme would not appear to apply. | will ask The Hon. R.I. Lucas: Simply, it is realisation of assets
the appropriate officers. The member would know Mr Dearand conclusions of various litigation actions that have been
Prior and others within the department who know the schemtaken all over the place. We have had a number of actions
backwards and much better than | do. The quick advice | havthat have wound their way through various courts and have
had from officers who are here is that the parliamentanbeen settled. It is the realisation of assets and the results of
scheme is fully funded. | am told that that is certainly various legal actions that have been undertaken. If | under-
Government policy, and that is what exists. stood the question correctly, in relation to the lump of money

Mr Lewis interjecting: we are talking about, in the 1999-2000 budget we are talking

The Hon. R.I. Lucas: No. There is always an employer about a lump of $200 million. The member used the figure
contribution. Workers or employees do not fully fund their of $200 million earlier today.
superannuation schemes themselves. It is a combination of Mr FOLEY: It was carried over this year to make the
the worker or employee, which in this case is the member 05200 million. Is that not the case? You have a budget deficit
Parliament, and the employer. As | said, the quick advice this year.
have had is that the parliamentary scheme—as opposed to the The Hon. R.I. Lucas: | am advised that it is not
range of other public sector schemes we have—is a full$100 million that has been slipped from 1998-99 to 1999-
funded scheme. | will take the honourable member’s questioB000. It is closer to $177 million, and the total sum is
on natice and provide a response. | alert him to the fact the#200 million. The budget previously projected ball park
some of the assumptions in his question about its beinfigures of $24 million or $25 million from the SAAMC
unfunded might not be accurate. dividend. What has occurred in this budget, which the
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member referred to earlier this morning, is not a transfer ofFunds SA. In terms of international equities, the existing
$100 million but a transfer of close to $177 million. The total allocation in the pension fund is 33 per cent and that will
contribution in 1999-2000 is $200 619 000. increase to 38 per cent, which is an increase of 5 per cent,
Mr FOLEY: Whatis the state of the balance sheet of thefrom July this year.
bad bank? What is left in the bad bank and when do you |also note that from July this year we will be introducing
intend to wind up SAAMC? Has that decision been taken?member investment choice so that members of the Triple S
The Hon. R.I. Lucas: | am advised that for 1998-99 scheme will be able to choose from three products and they
SAAMC has $1.952 billion worth of assets and $1.836 billionwill vary according to asset allocations. There is a conserva-
of liabilities. Net assets or the book value of the organisationive product, which will have a total exposure to the equities
are about $266 million in June 1999. In terms of when wemarkets of 35 per cent, there is a balanced product exposure
wind this out, our latest estimate is 2004. In terms of how webf 63 per cent, and there is a growth product exposure of
actually manage it, the staff in SAAMC are now down t0 82 per cent. Members of the Triple S scheme will have the
three from the large number we had earlier and, by the engpportunity from July this year of choosing a conservative
of the year, it is intended that there will be zero, and thennvestment regime, a balanced or mid stream regime or, if
Treasury will take over the tail end of this process from thethey are prepared to take a bit more of a punt, a growth
year 2000 through to 2004, when we hope to have concludgstoduct with greater exposure. It will empower individual
it all. SAFA is already managing the Treasury operations omembers to make their own choice about the type of invest-
SAAMC at the moment and has been doing so for two yeargnent product or strategy that they would like to see, given
Mr FOLEY: That will do me on the bad bank. | would their own circumstances or personal judgments.

now like to turn to Funds SA. Mr FOLEY: | know that the scheme has not yet started
but | assume some preliminary work has been done. Does the
Treasurer have a feel for what the uptake of the new structure
will be?

Mr FOLEY: Treasurer, which firms are managing the The Hon. R.l. Lucas: | understand that we are at the

portfolio of Funds SA, given that 87 per cent of our funds are?©9inning of a long communications program to members
managed? because this will present individual members of the superan-

The Hon. R.I. Lucas: In the interests of not delaying or nuation schemes with difficult choices. The default option,
prolonging matters anyI longer than we have to, | refer th r the option that is available if nothing else is selected, is the
honourable member to the annual report for 1998, page 9, arfg@anced funds option. Of the small number of people who
the long list of funds managers, including Macquarie, J.phave.been thro_ugh the process and have made a decision or
Morgan, Schroeders, Rothschilds and AMP. There is a whollK like they will make a decision, almost 100 per cent have

variety of them. If the honourable member wants to raise &10Sen the growth option, which is an interesting statement
particular question or issue, | will be happy to pursue it. 1" itself. The scheme contains many thousands of members

Mr FOLEY: Can you leave me the report? and at this stage | am talking about 100 or 200 people who
The Hon. R.I. Lucas: | am not sure if | can do that. Nave been far enough through the scheme to be in a position

because it belongs to Mr Owens. | am sure he can provid® Make a choice. Of that small sample, virtually everybody
you with a copy if it is not already in your possession. has said that they want to go down the growth path.

Mr FOLEY: What has been the performance over the It might be that those people are at a particular stage of
past financial year of Funds SA? .the|r life and want a particular profile in terms qf the|r.
The Hon. R.I. Lucas: | am advised that Funds SA has investment strategy. | do not know whether that is a fair
achieved an investment return of 10.0 per cent in thaeflection of where everybody will head,_ar)d only time will
12 months to the end of April 1999. The three year and fivdell. | hasten to say that we are not predicting that everyone
year real returns after inflation of 12.9 per cent per annun¥/ill choose the growth option. | expect it will be more evenly
and 7.5 per cent per annum respectively are significantijPread than that and that the vast majority, who are happy
above Funds SAs long-term investment targeting 01W|th what they h_ave got, are likely to choose the balanced
exceeding 4 per cent per annum after inflation over five yeg#Ption for sometime yet.
rolling periods. Mr FOLEY: Funds SA now manages all our superannua-
Mr FOLEY: Has Funds SA liquidated all its major tion funds. For some time | have been concerned about, and
property investments that it was intending to sell over recent may have raised it in this place, other bodies within
years? Government that manage a pool of money, and one that
The Hon. R.I. Lucas: There is one property that remains comes to mind is the Public Trustee. Has any consideration
to be sold in the Adelaide CBD which is intended to bebeen given to whether or not the funds manager of the Public
marketed for sale during 1999. Sale proceeds will belrustee, which | assume is separate from Funds SA, should
reinvested in accord with the fund strategy, and this issue wae brought under the one umbrella?
discussed last year in terms of the general strategy. It has The Hon. R.I. Lucas: This matter has been under some
continued with that strategy and there is just one remainindiscussion in my 12 months as Treasurer, not in relation to
property which will be marketed some time this year. the Public Trustee specifically, but whether there is an issue
Mr FOLEY: Does Funds SA still have the same exposurdor the whole of Government that we should look at. Soon
to equities as it did at the beginning of the financial year? Haafter | became Treasurer, | had a series of discussions with
it re-weighted its portfolio in light of market conditions or has Treasury and Funds SA. Without referring specifically to
it remained with its original formula? Public Trustee, | can advise that a proposition has been
The Hon. R.I. Lucas: | am advised that, in relation to contemplated by the Government but it has not gone through
Australian equities, the existing allocation is 34 per cent andgll its processes. If it gets through all those processes,
from 1 July, that will stay the same under the new strategy foParliament might have to consider some legislative change.

Additional Departmental Adviser:
Mr L. Owens, Chief Executive, Funds SA.
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| cannot prejudge the processes that the Government haave. | will put together whatever | can within those con-
to go through. We have not yet concluded them, but this issugtructs.
has been under discussion for about 12 months and | hope Mr LEWIS: With respect to the matter of the Motor
that we will have some Government resolution of this in theAccident Commission, there are two broad categories of
next few weeks. That is probably all that | can put on theinformation both closely related about which | seek informa-
public record at this stage, other than to say that if theion, those being the major claims—to try to discover how
Government proceeds down a particular path we will brief thenany there are—and what reserves are set aside for them.
shadow Treasurer and other interested parties accordinglyWhat is the definition of a major claim? If it is that a claim

Mr FOLEY: |am pleased that the Government is lookinghas a potential to exceed a certain sum, what is that sum?
at that. Without wanting to pre-empt the Government'sHow many claims at this stage would be classified as major
outcome—or, indeed, my final position—I would have claims, and what reserves are set aside to meet those claims?
thought that it is something that one should be reviewing. | The Hon. R.I. Lucas: Geoff Vogt from the Motor
assume from that that WorkCover would be an exampleficcident Commission has joined us at the front table. While
would it not—and MAC, for that matter? we are looking at some information that might be available

The Hon. R.I. Lucas: As | hastened to say in response to {0 the member, can the member can clarify his question? |
the first question, | did not want to make in my response an§M advised by Mr Vogt that there is no sort of classification
indication that we were contemplating Public Trustee or any’ m&jor and minor claim within the MAC's books. Is the
particular fund: certainly, | could only comment generally, Member referring to documents or correspondence? Can he
This whole-of-government question is important, and therdive us a'hlnt as to why he is looking for this definition of a
are a number of bodies. At this stage, | would prefer not tgnaor claim? _
publicly list them, because the Government has a process that M LEWIS: | do not know—maybe people think | am
it has to go through. However, obviously, the member would®Me kind of an advocate for the downtrodden of one
be aware of various bodies and agencies—he has mention&gt€gory or another and they come to me with a whole lot of
some, but there are others. The Government is contemplatifig'd cases. | have been given the impression that there is—
various options. In some cases, the argument might be that An honourable member: It takes one to know one.
it might not be appropriate for Funds SA to be a manager of 11€ CHAIRMAN: Order!
those because of a different profile or nature of the particular Mr LEWIS: | thank the member for Gordon for acknow-
organisation’s lump of funds, if | can put it that way: in '€dging the fact that he is a hard case.
others, the case might be stronger. It really is a process that AN honourable member interjecting:

Cabinet and the Government has to work its way through. | 11€ CHAIRMAN: Order!

would prefer at this stage not to indicate what we are looking MrLEWIS: At least no more or less than | am. What |
at but, clearly, if we are contemplating this general area, wgave deduced is that there is some move on foot now to
have to look at all those funds that are available and thefflentify these outstanding claims—and especially those that
make judgments as to which might be appropriate and whicA'® being referred to as major claims—and clean them up one

might not be, if the Government makes the threshold decisioly@ O another. That is the reason for my asking the question.
to extend the ambit of Funds SA in some way. I suppose that that is what the people who have been injured

Mr LEWIS: My question relates to the matter of the land and who are inquiring have told me in the course of their

- . orrespondence and/or conversations with me. That is all |
around ASER, where Fur_lds SAhas an obvious interest. | a'%an do to help the Treasurer and the officers at the table from
apprehensive about the title. If ASER is to be sold, would th

Treasurer be willing to give the Committee an assurance th(jirt]e Motor Accident Commission.
gtog The Hon. R.I. Lucas: | am not sure whether this helps,

he would not sell the land immediately adjacent to Parliame ut Mr Vogt has indicated that, in terms of trying to settle

House, which might otherwise prevent further appmp”atoutstanding claims in recent discussions with MAC and

expansion of .the facilities of Parliament on that land, if it everSGIC, SGIC has been asked to see whether it can try to settle
decides that it needs to use such land for that purpose?

i . . some of these longstanding, outstanding claims. Mr Vogt
The Hon. R.I. Lucas:| am advised that the land is owned 4qyises that it is probably likely that, in working its way
by TransAdelaide. In terms of Funds SA's contemplation Ok, rq,gh that list, it obviously has started the more significant

disposal of assets, such as the Casino, Riverside and theg either in terms of the quantum or in terms of the length,
Hyatt, it cannot sell the land. So, a long-term Ieasg of thg suppose, of a claim having been outstanding in terms of
assets that are involved would be contemplated. | think thaej:'ettlement, and perhaps working its way through that list.
that probably satisfactorily answers the member's questioRhere is no cut off point where it is stated that above a certain
Mr FOLEY: Continuing the theme of what we were quantum it is a major claim and this strategy applies to that.
talking about before (and | appreciate the sensitivities and theis really just a general discussion where it states that, if one
obvious policy considerations, and I know that | couldhas a claim that has been out there for a considerable length
probably go to the annual reports, but I do not have readyftime, it will see what can be done to try to settle the claim,
access to some of those), can the Treasurer provide detailsifther than having it hang around, as the member would
the relative performance—obviously, | know about Fundsappreciate, sometimes for years on end before the issues are
SA, as the Treasurer has given us those details—of the othghally resolved.
agencies within Government that are managing a portfolio, Mr LEWIS: | thank the Treasurer for that answer. |
thatis, WorkCover, MAC and the Public Trustee, just for thesyppose that that is about the gist of it, then. The Motor
sake of comparison? Accident Commission has told the SGIC, as its agent, to
The Hon. R.I. Lucas: Obviously, | do not have that settle those claims, if it can, this financial year—is that the
information with me, but | am happy to take it up with the idea? If so, is there a reason for that?
appropriate Ministers and see what is available from either The Hon. R.I. Lucas: No, it is not correct to say this
their officers or public reports that the various agencies mightinancial year. Basically, it has just said that, if it has
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longstanding, outstanding claims it will see whether they camand the Treasurer would not want to be seen to be mean-
be settled as soon as possible. It just makes good commercsgirited, small-minded or indifferent. So obviously | would
sense, and we think that it is also in the interests of thehare his concern if there are people in his electorate who
individuals concerned that we do not unnecessarily drag theseve that view of the Government in any way. In relation to
things out, so that there is some final resolution of thehe general strategy of the Motor Accident Commission, this
particular claim. So, | am told that it is not true to say thatParliament sets the parameters, the rules, and we had a debate
there is a cut off date of 30 June and it must be concluded. Hbout this last year. Once those rules are established, MAC
has just been asked, as part of a strategy—good commercihd SGIC working to MAC have to work within those broad
practice—to try to resolve as many of the claims as it can aparameters. We believe that there is a balance there of a
soon as it can within, obviously, reasonable bounds of howeasonable interpretation of what the law says, in trying to
one handles these issues. settle the claims as early as possible, without, of course, being

Mr LEWIS: To conclude then, and by way of explanation 0pen to people who might want to manipulate our system and
to the Committee and the Treasurer, what | am really doingét unfair levels of compensation—which | am sure the
is pointing to this phenomena that citizens sincerely believénember would not be supporting, either.
that Government and its agencies are there to help them and It is a difficult balance, because if people do get unfair
see that they get a fair deal, when in fact the Motor Accidentevels of compensation, which were not contemplated by the
Commission and SGIC, and other people associated witAct and the legislation, then the premiums for the honourable
them, as well as case managers for WorkCover, and so oflember’s constituents, and everybody else in South Aus-
take the opposite view. They are very much into adversaridralia, go up. When we are talking about fairness and equity
advocacy, and if there is a claimant they do not give a damie are talking about fairness and equity for those who are
about the citizen; their job is to settle it for the least possiblé1aving to have their individual injuries and concerns treated
amount. Each person involved in the process sees their cardaitly and reasonably, but we are also talking about the level
advancement prospects enhanced if they can settle 100 clai@premiums that the member’s constituents and others are
for less than anyone else. having to pay.

It has given rise to the widespread belief that the Govern-  1he only other point is that—and if it is anything different
ment is equally mean-spirited, small-minded, and indifferenfrom this I will be very surprised, but | will at least cautiously
to the plight of the individual, and when we as members ofhrase my response that way—I would be very surprised if
Parliament stand up in here and advocate the change ¥3€ Promotion prospects of claims control officers in SGIC
legislation, which is supposed to provide fair and reasonabl@'e linked in the way some of your constituents have
compensation and support for people who suffer injury of onéuggested, that is, their capacity to screw down the overall
kind or another in circumstances outside their control, (thaf©Sts in some way or in some unreasonable fashion. But | will
is, for which they were not responsible, either wholly ort@ke advice on that and if it is anything different from that
partly), the public, in consequence, get the impression th&Pviously I will provide a further response.
they can rely on that, only to discover that the contrary isthe Mr LEWIS: Can | disabuse the Treasurer: it is not only
case. They can only rely on it to the extent that they are abif'€ impression that my constituents have but, more important-

to negotiate with the people who are settling the matters withy» What | hear discussed amongst people in the industry as
them. to ask how much they succeeded in reducing claims, and |

Itis a ver lic relations exercise for member ointputtotheTreasureralongt.h(.ayvayphatthe policy is: to
s a very bad public relations exercise for membe SOgellwnh the expense on the law; if it is going to cost $50 000

Parliament overall, and the institution of Parliament come $100 000 t ¢ + and fiaht it and | and
into bad odour as a consequence of that approach. | want 0 go'to courtandfightitand appeai, and so on,
{does not matter. It seems to me that the policy, as | have

put on record this afternoon my concern about the way thd . . .
practice has developed right across the board, where, inste5gMe {0 experience, is that for a claim of $20 000 or $25 000

of now having public servants, or those in some way or othepomeone somewhere authorises legal expenditure that
answerable %opthe Public Service involved, we r?lave outSxceeds that by more than double, some $50 000, $60 000 or

sourced the work and you will get more work in the out->/0 000 to go through litigation, because they are not paying.
sourcing process if you can settle more claims for less co he officers that authorise, finally, whether to settle or not for
overall. it seems to me eir meagre payout figure are willing to spend a heap more

Having made that background explanation, may | then as.n litigation just to prove their point in what is a bloody-
of the Treasurer what the financial position c;f the Compul inded exercise in cynically brow-beating the injured people,

sory Third Party Fund is with respect to the outstandin rather than saying, ‘Well, let's settle it rather than go through

claims as at the end of June 1998, 30 September 199 is expensive drawn-out court process.’ | think somehow or

31 December 1998 and 31 March this year, and the Treasurﬁ}gfr \r,]V:nhCZV?TES rfégggqupoertgig ni:]nr;gﬁ I?hvggg:k}igsrzgla;:g
may wish to take that on notice. '

) assurances from the Treasurer.

The Hon. R.I. Lucas: In relation to the last part of the  The Hon. R.I. Lucas: | can provide further information
honourable member’s question, the amount for outstanding the honourable member and for the Committee which will
claims as at 30 June 1998 is, roughly, $203 million. That is)|ace some of the anecdotal information that the honourable
for outstanding claims, current liabilities. Outstanding claimsember shared with us in some perspective. Certainly, MAC
non-current liabilities, as at the same date were $579 millionyoy|q reject the notion as it relates to South Australia at
approximately. Is the member happy with the June figurggast_and | know that the honourable member did not
rather than the December figure? directly point the finger at MAC. But the legal costs as a

Mr LEWIS: That will be fine for now. percentage of total payments in South Australia with MAC

The Hon. R.I. Lucas: In relation to the honourable and SGIC and the system we have is 11 per cent of the total
member’s statement which prefaced his ultimate questiomppayments. The comparative figure in New South Wales is
can | say, and | am sure he would agree, that the Governmesbme 23 per cent. It is actually twice the level in terms of
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legal costs, stringing out the cases, or whatever else it ifias moved into the next stage, the Government will need to
There has been a most conscious effort from managementeinsider that scoping report and also its decision in relation
MAC and the board to do quite the reverse of what theto whether or not it wants to see any changes and whether it
honourable member has raised, within reason. believes the status quo should remain.

There may be cases that you have to fight because they \r FOLEY: In terms of a time line, are we talking
may well establish important matters of principle, if the wonths or a year?
courts interpret a particular provision in a certain way which , o
will mean significantly increased costs for the scheme and. The Hon. R.I. Lucas: | am cautious about time lines. |
then for motorists. But bearing that in mind, in keeping thedid advise some interested persons within MAC that we
total legal costs as a percentage of the total payments dowRight seek to resolve the issue one way or another around
to 11 per cent, when it is 23 per cent in New South Wa|e§\/la_rch this year but, for a variety of other reasons, some of
and, | think, 15 per cent in Queensland, which considers tha¢hich I have placed on the record today, that has not been
it has a very good scheme in terms of its legal costs, Soutﬁoss'ble- Iwoulq not want to put a time line on it. _The answer
Australia, as | understand, is the lowest or one of the lowedP Proad terms is that now that we have moved into the next
of all of the sorts of schemes that are being run in AustraliaStage of electricity | would hope that within the next few
To be fair, the MAC would reject that it and the people it Months we could, one way or another, bring this issue to a
employs are adopting the sort of approach about which thead in terms of a final decision from the Government.
honourable member has expressed concern in terms of just To be fair to the board and to the MAC staff involved, the
saying, ‘Hang the costs, let us spend $100 000 and we witsovernment needs to resolve its views in relation to MAC so
drag it out.’ That has certainly not been the general approadat, if it is to continue broadly under its current direction, it
of the MAC. can get on with that task or, if changes are to be made, again

Mr FOLEY: Given the four-fold increase in stamp duty it can get on with the process of change.
on compulsory third party insurance in the last budget from
$15 to $60, does the Treasurer expect the increase to yield t 8

extra $31 ”?“”0” in revenue this year and the anticipate he management of which | now understand has been given
$38 million in 1999-2000? , _ over to the MAC. | am not sure whether Healthscope was a
_ The Hon. R.I. Lucas: If I can prowde some more det_alled deal done in the dying days of Labor or in the early days of
information before the conclusion of today’s proceedings, his Government, so, Treasurer, feel free to give me a kick if
will do so, but the quick response | have from my officers isjt gccurred in the time of the Labor Government. | do not
that, broadly, that appears to have been the case; it migf{ink it was but it might have been. | am particularly interest-
even be slightly higher. One problem is that, in terms of thisyq in the Modbury Hospital contract. | have always thought
revenue line, there might be more activity—more registrayhere was the potential for conflict of interest for Government
tions, for example. If you have slightly more than would havegng how it negotiated the Modbury Hospital contract in terms
been received from the straight-out stamp duty increase ang sgic’s shareholding in it. We have seen the share price
you have more registrations, you have more in that line irEjrop from $1.60 to 40¢. What is the intention of the MAC in
terms of an aggregate figure at the end. However, that mightrms of Healthscope’s holding? Are we holding on to it?

be due to two reasons: the first reason might be a budggyhat are we doing with it, given that we are such a major
increase and the other might be more registrations, which ighareholder in the company?

obviously unrelated to a budget decision. _ )
On the information before us it is a little hard to pull out . The Hon. R.|. Lucas: | may be wrong here but my advice

what the differences might be. We think that, clearly, the'S that the old SGIC, | presume back during the 1980s, went

overwhelming majority of the increase will be due to the'NO privgtt_a.hospitals, sothe hgnourable member can accept
budget decision rather than any huge jump in registrationd€SPONSibility for that. Then, in 1994, soon after Stephen
If we can find any more detailed response we will provide it, aker beca"?e Treasurer (I guess in terms of preparation for
but the initial response, in answer to the honourable me what was ultimately the sale of SCIC, at Iegst n part),_the
ber's question is, yes ’we have achieved that level and FOVernment got SGIC out of the direct operation of hospitals

: : : ioli d, as part of that process, SGIC sold the hospitals to
might even be slightly higher. But how much of that ‘slightly an )
higher’ is due to the budget decision and how much is due tyeal_thscope. As part O.f the deal, ev_lder_nly, they or we were
extra registrations might need to be taken on notice to sergquwed to take an equity shareholding in Healthscope. That

whether we can give the honourable member any better & where the continued interest in Healthscope started.
more detailed information in a written response. The first connection of SGIC, then MAC, with hospitals

Mr FOLEY: Treasurer, where are we at in terms of thecame about in the 1980s, and the general view of the
privatisation of the Motor Accident Commission? Is that still Government now is that the MAC ought not to be involved
a policy decision on hold for Government, is Government stilin running hospitals and the SGIC should not have been

actively looking at it or has it been shelved? What is thenvolved in running hospitals. In terms of this investment, all
position? I am told | should place on the public record at this stage—

and | am sure the honourable member will understand the

Mr FOLEY: One issue that has intrigued me over many
ars has been SGIC'’s original investment with Healthscope,

The Hon. R.I. Lucas: The Government has not made a . . . . ;
easons why—is that this together with other investments is

decision. | am not sure how one categorises it—whether it i u iew by MAC. I reall h
on hold or whether a decision has not yet been taken. ThEEPL under review by MAC. | really cannot say much more
an that. Obviously, it will keep it under review and make

Government and |, as Treasurer and responsible Minister, ; P . .
have received a scoping study report and the Government@" @PPropriate decision at an appropriate time.

think, speaking frankly, has had a variety of other issues to Mr FOLEY: | actually take the Treasurer’s point that it
which it has applied its mind in the asset disposal area in this best that | ask no more questions on that. | probably should
past six to 12 months. Now that the issue of electricity assetsot have asked that one.
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Membership: proposal is, we will have to reserve our position. | would
Ms Bedford substituted for Mr Conlon imagine that it would require some State agreementifitis as
' described. | hasten to say all | have seen is what the honour-

Mr FOLEY: Notwithstanding the questions asked by the2P!€ member has probably seen which is what was in the
members for Hammond and MacKillop earlier today, | am"€WSpaper. We have not been consulted, so at this stage we
interested as to where we are with Commonwealth-Statg®"not agree to anything. Over the next 24 hours we will do
negotiations over the GST compensation package. Obviousl{"at We have been doing today, namely, urgently trying to
the Treasurer had an agreement with the Federal Treasuf@¢t S0me detail on the proposal and the implications that
and the Prime Minister when it was a total GST packageMight have on South Australia. - .

That has now changed. A number of comments have been Mr FOLEY: ‘I have missed it in the paper, | might add.

made, and the Treasurer may well have answered this earli¥y Federal colleagues in Canberra rang me a short while ago
and | was not paying sufficient attention. If so, | will be _to say that, according to Labor members in Canberra, the deal

happy to read thelansardtomorrow, unless the Treasurer 1S that the State Governments will rebate the WET tax to the
could just let me know where we are with the negotiations3une of $300 000. | appreciate, as you say, the question
The Hon. R.1. Lucas: We did have a discussion this whether they have the power to enforce that upon us—

morning, which | am happy quickly to recapitulate for the although | suspect they probably do, one way or another. If

honourable member. The obvious implications of theth|s is the case, what modelling has Treasury done, if any, as

Commonwealth Government-Australian Democrat deal orll0 the likely cost |mpact. to our S_tate of this?

food, which is still being resolved as we speak, have meal _The Hon. R.l. Lucas: Itis a b'.t early for us to do that.
that we need to go into a pretty intensive period of discussio his morning | read—either in thadvertiser or the
as to the implications for the States. The end result is that ustral|an | cannot rememberwhlch.—th(.a refergnce to this
believe there is a pretty strong chance that all the States wifl aimed deal. | h_ave not seen the detail of 't'.ObV'OUS|y' when
sign an amended intergovernmental agreement. As to iti€ get the detail we will do some modelling or whatever

shape and nature, | will refer the honourable member to th Iork ‘INe have tolgee Wg'?t the 'mﬂl'ﬁﬁ“or&? for us ”.“ght be.d
answers | gave earlier about the implications in terms of th early, we would need 1o see whether nere are increase
quantum of money, which is broadly $60 million to costs for the State Government in this and what the level and

$70 million from about 2004-05 onwards in South Australia duantum mlght be; then we will be able to make our judg-
. . rpents accordingly.
In relation to other aspects of the negotiations, heads o Mr FOLEY: You are saying that the State Government
Treasury and other senior officers have been colnsul'tlnglwnpas not agreed and signed off on any deal at all?
the Commonwealth Treasury as to what the implications

) X . - The Hon. R.1. Lucas: We are not aware of the deal. We
might be. Probably in the written response | can bring baClﬁave not been consulted. We are not aware of it, other than

210%2 g?ttr?lel.S?:t érzgxggr;ﬁ;{ ‘;ﬂ?e ([r:)et:gb:br OY;/:# el?i \?/ﬁl ﬁ\g@re bviously what we have seen in the newspapers or what has
een reported. Today Treasury officers have been in touch to

retained by the States and Territories for an indefinite perio v to oet some further detail. but | have not vet had a chance
So, FID, bank debits, stamp duty on share transactions (th Y9 . ' . oty :
be fully apprised of those discussions. Until we see

is, stamp duty only on listed shares) and accommodation t . TR
(which d%es r}1/ot re)'iate to us but only)to New South Wales an omething and some proposals on what its implications are
the Northern Territory) are the four that will disappear. or the State Government, we are notin a position to agree
. . X to anything yet.
The remaining stamp duties that were to be abolished hav

e . L .

. _ . Mr FOLEY: Ifitis of any assistance, | am prepared to
now been deferred ‘lnd'eflnltely. I th'f"‘ that. the Conjmon-ta"( to my Labor colleagues in the Senate to ask them to act
wealth Government’s view probably is that it would like to

. . in the interests of the State. | am sure the Treasurer could talk
see some sort of commitment at some stage in the future f% his Senators and ask them to do the same

them to be removed. Our view, although | do not profess to .
speak on behalf qf the other State and Territory Government e J gngso enn gc')lr'slflljgﬁ"pll : g]s ;Mgfegffhpaﬁ ;%t(?g(nt&lr;%/o his
is that we would like to see farther down the track what sor s well

of revenue flows in to the State of South Australia from the '

GST before we are prepared to talk seriously about potential Additional Departmental Adviser:

dates for the abolition of any further stamp duty bases. Atthis 1 B. Prior Liquor and Gaming Commissioner.

stage we are not committing to a definite date for removal of '

those other stamp duties. Mr HAMILTON-SMITH: ~ What action has been taken
Mr FOLEY: | have been advised that, on behalf of theto control the availability of gaming machine style arcade
Australian Democrats, Senator Meg Lees has done a deghmes in public venues, some of which include shopping
with the Commonwealth Government that commits the Stateentres and amusement arcades?
Government to rebate the wine equalisation tax (commonly  The Hon. R.I. Lucas: | understand that the Government
known as the WET tax) for the first $300 000 of cellar doorhas made a public statement on one machine called Solottol.
or mail order sales. Is this true? | have also been advised thgthe advice the Government had received was that it was a
the Treasurer has agreed to this with Canberra; is that so%yaming machine. Therefore, as a result of its being a gaming
The Hon. R.I. Lucas: The second question is easy to machine, it was not able to be used in arcades or whatever
answer: no, it is not true. We have not been consulted oelse. There are strict requirements under the Gaming
whatever might or might not be part of the CommonwealthMachines Act as to where gaming machines can be placed.
Government/Australian Democrat arrangement in relation tbhave now been advised by Mr Prior that there is evidently
cellar door sales. Today, we have been hurriedly trying to ged second similar machine—the name of which escapes me
further information. However, we have not been consultecind the Commissioner—and the advice the Commissioner
and, until we can see the exact nature of whatever thibad and the decision made was that that, too, was a gaming
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machine. He just advised me that both of those machinegone on in the industry and the other States. That was the
have now been removed from the various places—arcades point | was going to make. Whilst there is not a strict
whatever else they happen to be—and are not in operation nequirement that we treat it in exactly the same way in each
South Australia. There has been a public announcement abarftthe States, there is clearly an argument which says that, if
Solottol, but similar action has been taken on a seconthere is a degree of consistency if you are a gaming machine
machine, and they are now not being used by arcade propiroprietor in a number of States, the treatment might be the
etors or others in South Australia. same in all the States, but obviously it would make it a bit
The Commissioner’s advice is that, under the gamingeasier for someone who might operate in a number of States.
machines legislation, there is a clear definition of what is a So, whilst it is not a requirement, we are interested in what
gaming machine and, if these arcade type machines mettte other States are doing. A number of other States are not
those definitions, then the Act applies. It would only be if it very far down the track yet, and we are trying to work with
was not clear as to whether or not it was or was not a gaminthem and with the industry. As | said, as soon as we are in a
machine that we might get into a grey area with the law. | anposition to make some public comment, we will do so.
advised that, in relation to these two, the action has been Mr FOLEY: Before handing over to my colleague, |
taken and they no longer operate in those arcades. would like to ask the Treasurer about issues relating to the
Mr FOLEY: With regard to Budget Paper 2, table 6.13 Lotteries Commission.
and the fact that gaming machine revenue is expected to reach The Hon. R.I. Lucas: It depends on what you are asking.
$201.5 million next year, what are the figures estimated—The Lotteries Commission answers to the Minister for
where possible, obviously—for gaming machine revenue foGovernment Enterprises.
2001-2 and 2002-3 in the forward estimate period? Mr FOLEY: |am talking to you in your capacity as the
The Hon. R.I. Lucas: If | can provide more detailed Minister responsible for proposed asset sales. Are you able
information on notice, | will. A quick estimate at this stage to comment on where we are at in discussions about the
would appear to be potential growth of 2 per cent to 3 petotteries Commission? There have been discussions about
cent. It is relatively small growth in terms of the outlays for the TAB and Lotteries merging and throwing in the Casino
each of the out years. As the member will know from hisin a package deal, and that sort of thing. Where are we with
discussions with interested parties in the industry, there is that process?
bit of a view that the growth we have seen since the introduc- The Hon. R.I. Lucas: The member for Hart can ask but
tion has clearly plateaued and we are not likely to see thitis not appropriate that | respond. The Minister for Govern-
significant increases in the forward estimates period that wment Enterprises has ministerial responsibility not only for
saw over the last four or five years. The ball park figures ar¢ghe operations of the Lotteries Commission and the TAB but
about 2 per cent or 3 per cent growth—very modest growthalso for oversight of whether or not the Government will
| am told that it is potentially in line with household dispos- make a decision to sell the Lotteries Commission or the TAB
able income and other measures such as that. and, if it does make that decision, in what form. | understand
An honourable member interjecting: from recent publicity that that is the sort of area in which the
Mr FOLEY: That might not be the analogy you would member is obviously interested in terms of some of the press
want to use too often. Some of our colleagues who are not afpeculation. | am aware of the broad nature of some of the
the same view about pokies as | am have picked up on thabtptions available to the Government. | am a member of the
A number of hoteliers have spoken to me about the GSTabinet leadership group and the Asset Sales Committee of
impact on poker machines. | believe the original understand=abinet, but ministerial responsibility for this rests with
ing was that there would be a formula to ensure that it waslinister Armitage. It is more appropriate that the member
neutral in terms of gaming taxation but, whether it is part ofdirect his question to Minister Armitage on this issue.
this mix or whatever, has there been some revisiting of the Mr FOLEY: Perhaps | need to appeal to the Premier. |
issue of the GST as it applies to gaming? Can you explaishould have hoped that the Treasurer would be overseeing all
what the arrangements will be in terms of that tax? asset sales within Government. It causes me concern to think
The Hon. R.I. Lucas: | am advised that we are still that you are not handling this, not because | think you
working through the impact on gambling providers in relationpersonally are a better Minister than Minister Armitage but
to concerning what the introduction of the GST will be andl would have thought that Treasury should be the agency that
will mean. I am not sure that | can provide much more details handling these assets, particularly given that the Lotteries
at this stage, but it may be that within the next two week€Commission is such an important provider of cash to our
during the time frame in which we can provide detailedState. | appeal to the Government to allow the Treasurer to
responses to the Committee we can provide some greatke involved in this because, for all your faults, | think you are
level of detail. A lot of work is obviously going on at the a better Minister to handle asset sales than an agency
moment with the Commonwealth Government and moraMinister.
particularly with the industry and other States. Mr Schwarz Members interjecting:
advises me that the initial calculations suggest that our State Mr FOLEY: | am praising him. | think the Treasurer
gambling proceeds might reduce by the order of somehould be handling asset sales and that it should not be left
$60 million as a result of the introduction, but that is pickedto an agency Minister. | will put that appeal to the Premier at
up by the guarantees that the Commonwealth provides to @slater time.
in terms of our being no worse off. We then have the GST Ms BEDFORD: My question follows on from the
revenue that comes through and increases our total quantumember for Hart’s original question. As to the increase in
of Commonwealth funds by the order of $60 million or revenue (he gave three years and | was only going to ask
$70 million in the year 2004-05 that we talked about earlierabout 1999-2000, but we might as well talk about all three),
In relation to the impact on the gaming/gambling provideris it based on the increasing number of poker machines, a
(because it is not just gaming machines; it is gambling), théarger number of venues or increased takings per machine, or
precise detail is still being worked through. A lot of work hasa combination of all three, and what is the mix between them?
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The Hon. R.I. Lucas: | am advised by the Commissioner police are investigating or prosecuting, | am sure that the
that the expectation for next year in terms of the total numbeMinister for Police would be happy to listen to her.
of machines is unlikely to be significantly different from  Ms BEDFORD: | have no concerns, but if there is no
1998-99. That is, as | indicated to the member for Hart, thenanpower or woman power, not much can be investigated.
total number of machines appears to have reached a platelwurelation to the offence of lending or extension of credit
and the Commissioner does not believe that we will see ander section 52 of the Gaming Machines Act, how many
significant increase in the number of machines. Whilst thereomplaints have been received in the last 12 months, how
will be a small growth and there will probably be a mix of the much money has been allocated for a public education
two or three variables that the member mentioned, in termsampaign in relation to that offence, and does the Minister
of net gaming revenue per machine, the position is likely taconsider that a credit card cash advance from a venue for the
be consistent with my answer to the earlier question, that igurposes of gaming constitutes an offence under section 52°?
that the increased disposable income available to families The Hon. R.I. Lucas: What does the honourable member
might be put through these machines or in some othemean by ‘credit card'?
recreational pursuit rather than there being a significant Ms BEDFORD: | am referring to a person on licensed
increase in the number of machines or the number of newremises who gets a cash advance on their credit card and
venues. then uses it for gaming.

Ms BEDFORD: Does the Government plan to allocate  The Hon. R.l. Lucas: Is the member referring to
any poker machine revenue to the Gamblers Rehabilitatioanywhere within a licensed premise, not just the gaming area?
Fund? How much money has been allocated for community Ms BEDFORD: | am talking about a person who walks
education and advertising on the impact of gaming machines® the bottle shop, which is usually the place with EFTPOS.

The Hon. R.I. Lucas: | will have to take that on notice The Hon. R.I. Lucas: If a person is in the restaurant
because that expenditure—how much money has beesection of a licensed hotel, and that person gets cash—
allocated and how much money will be allocated next year— Ms BEDFORD: If they are walking from the gaming
is incurred by the Minister for Human Services. | am happyroom to that point and then back.
to take that on notice and consult with my ministerial The Hon. R.l. Lucas: | want to clarify the question. If

colleague and provide a response to the member. they are in the restaurant, they have paid their bill and get
Ms BEDFORD: Is the Minister for Human Services cash outin some way, does the member’s question relate to
responsible for the Gamblers Rehabilitation Fund? that set of circumstances?

The Hon. R.I. Lucas: The Gamblers Rehabilitation Fund ~ Ms BEDFORD: It could be, but my scenario is if they are
is controlled by a committee and that committee reports to that the machine, walk out and then come straight back with the
Minister for Human Services, Minister Brown. That portfolio cash. Is that an offence?
provides oversight, although it is not strictly a departmental The Hon. R.l. Lucas: The Commissioner has advised me
function, because a committee oversees how that moneytsat, under the current legislation, it is not an offence to
spent. That money currently comes from the industry. access one’s credit through one’s financial institution in a
Ms BEDFORD: What current resources are available andicensed premise. So, in the case that the honourable member
what is the cost of those resources to enforce the Gaming talking about in a restaurant section of a hotel, or whatever
Machines Act? How many complaints were received in theelse it is, under the current legislation it is not an offence to
last 12 months with respect to breaches of the Gamingccess one’s credit.
Machines Act and how many of those complaints proceeded Ms BEDFORD: The first part of that question was: how
to prosecution? many complaints have been received in the last 12 months
The Hon. R.I. Lucas: The full resources of the Police under section 52, and how much money has been allocated
Department are directed to that end. The prosecution winfpr public education in relation to that offence?
and the investigation wing of the Police Department are used The Hon. R.1. Lucas: | am advised by the Commissioner
for prosecutions under the Act. The Liquor and Gaming(again, relying on the Commissioner’s formidable memory)
Commissioner has investigating officers but, if something ighat he thinks that there have been two complaints in the last
to proceed to prosecution, the police independently investiyear. One was considered by the police prosecutions section,
gate such cases and make a decision as to whether to proceed! they decided not to proceed with it, and the second one
with a prosecution through the courts. Although we willis still being investigated.
double-check these figures, the Commissioner has advised me In relation to whether there is a particular sum of money
that he can recall four examples in the current financial yeathat has been provided for a specific education campaign with
1998-99. The police investigated one and decided not teespect to this issue, the answer is that, to our knowledge,
proceed with it. They took two others to court but werethere is no specific campaign. It is clearly part of the
unsuccessful with them. They are still investigating a fourtHegislation: operators and proprietors are aware of its
case. operation. If there is a particular complaint and a successful
Ms BEDFORD: In light of the information received prosecution—if, | say—obviously, many more of them will
yesterday from the Police Commissioner, it seems that littllbecome aware of it.
in the way of additional resources, apart from the commis- Ms BEDFORD: Does the Government accept the position
sion’s own officers, is provided. of the poker machine industry and the AHA, in particular,
The Hon. R.I. Lucas: No, to the contrary, | am advised that there is a problem gambling rate in the order of 2 per cent
that the full capacity of SA Police can be applied, and that isvith respect to poker machine players?
considerable as the honourable member knows. If required, The Hon. R.I. Lucas: In relation to this issue, it is not for
full police capacity can be applied to a particular investigathe Government to say whether it accepts that particular
tion or complaint, if that is appropriate. It is not appropriateestimate or not. The member will know of the different views
for me to comment on operational issues of the police but, ibf gambling within her own Party (and | suppose her views
the honourable member has some concerns about the way #wed the views of the shadow Treasurer are a pretty good
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example of the diversity of views on gaming and gamblingcommission some research, either directly or through one of
within the Labor Party), and | can assure the member that the parliamentary committees or something like that. |
is exactly the same within the Liberal Party. There arecertainly have an open mind in terms of that.

members who share the views of the member for Florey about This was an issue that | took up with Frank Blevins when
the evils of gaming machines and gambling; there are othedswas in Opposition and he was the Minister. | will have to
who share my view, who voted for gaming machines and whaheck the record, but | think that I, indeed, got a commitment
would happily support gaming machines again if the legislafrom the Labor Government that it would undertake some
tion was introduced for the first time today. So, we are aesearch, as part of the original debate over gaming machine
broad church within the Liberal Party, and so is the Labotegislation. However, it did not proceed down that particular
Party, on this issue. There is not a Government position ipath. So, | have an open mind. | am certainly happy, as one
relation to gaming or gambling that states that we agree witindividual member of the Parliament, to enter into the debate
the industry’s view on this or that or anything else. and if, in the end, the collective view is that it would be worth

Speaking personally rather than on behalf of the Governwhile and useful and that no-one else is doing it, | would be
ment, | have seen a variety of different views, or estimatessympathetic to the plea.
in relation to problem gamblers. As with any issue, it depends The Acting Under Treasurer tells me that, in another life
on how one defines problem gamblers. The member’s viewack in the mid 1990s, he was responsible for the Hill report,
and my view of what constitutes a problem gambler might bas | think it became known. His recollection (although he will
comprehensively different. The member might have a viewcheck it) is that the very quick research they did at that time
that anyone who gambles once a week is a problem gamvas of the order of 1 per cent to 2 per cent in terms of the
bler—and, indeed, there are many others in the communitgiefinition of problem gambling. Certainly, that is a figure that
who take a view that, if anyone is gambling on a weeklyhas been commonly used. | suppose that is why the industry
basis, they are a problem gambler. Others have much morgusing that figure, if the Hill report and others have used that
reasonable, or conservative, views in relation to thdigure in the past. However, | repeat that it depends on how
definition. you define problem gambling. | will give a very quick

If the honourable member wants to explore the issue oéxample in terms of school bullying and harassment. As
what are problem gamblers and what is the percentage in tiMinister for Education, | received many reports that stated
community, | think that she (and then through a debate in thithat (put the figure to the side) 30 per cent of people get
place) needs to define exactly what she says constitutesballied every week or something. You then look at the
problem gambler. Then we can look to see whether researatefinition of ‘bullying’. If someone says one unkind thing
has been conducted by anyone that defines it. In the endpout you but does not touch you, that constitutes bullying
whether it is 1 per cent or 2 per cent, or whatever else it isunder a particular academic’s description.

I think everyone acknowledges that it is a small percentage. Members interjecting:

Nevertheless, given that the numbers exist, it is important that The ACTING CHAIRMAN: Order!

the Government seeks to do what it can to assist anyone who The Hon. R.l. Lucas: Exactly. So, you lot have been
might be a problem gambler, whatever one’s particulabullying me all day. I just cite that as an example where there
definition happens to be. | think that that is the more sensible a lot of learned academic research about bullying, and the
way to approach it, rather than arguing the toss about whethéeadline is that one in every three children are bullied every
itis 1 per centor 2 per cent. | have seen some estimates fromeek, sort of thing. We need to go back to the definition. The
some of the extremist views in the anti-gamblingsame applies with respectto problem gambling. We get these
community—well known to all of us—that itis 10 per cent, extremists who say that 10 per cent or 20 per cent, or
or something like that. Those people must have a very wideshatever else it is, are problem gamblers. What is—
definition of what a problem gambler is. An honourable member interjecting:

Ms BEDFORD: My definition of problem gambling is The Hon. R.1. Lucas: I think they recognise themselves.
not really the problem: | see it as more of a consumer issué.think they have to define exactly what they believe a
Given all that, will the Government undertake some sort oproblem gambler is, and then it is for the Parliament to agree
independent research to establish the figure, or does theth that particular view or not. As | said, | think that there
Treasurer just not think it is important at all to establish thatvould be a lot of people who would not take the very small
figure? ‘" liberal definition that some of these people have in terms

The Hon. R.I. Lucas: | believe that that information can of what is a problem gambler: they would be inclined towards
be useful in terms of helping Government agencies such assmaller percentage of 1 per cent or 2 per cent. But | hasten
Human Services in the allocation of its available funds andto say that, eveniifitis 1 per cent or 2 per cent, those people
indeed, whether the quantum is reasonable in the first placare important and the community, the Government and the
I think that there is a view that says we need tens of milliong”arliament need to address the issue. | do not seek to
of dollars more for problem gamblers. | believe that we needlisparage the 1 to 2 per cent. Itis clearly an important issue,
to establish what it is that we can do, and it would be usefuand we as the Parliament should try to do something about
to know how many more people there are who requiret.
assistance; if we can identify that. | know that a lot of Ms BEDFORD: Has the Government undertaken any
research is taking place at the moment in various academiesearch on the costs to the community for each problem
institutions and elsewhere, under various definitions ofjambler?
problem gamblers, trying to establish that. It may well be that The Hon. R.I. Lucas: | need to take advice from my
we in the Parliament can usefully use some of that researclearned colleague the Minister for Human Services, who has
If none of it is useful—that is, we all agree that the definitionoversight of the Rehabilitation Fund and delivery of services
that these university academics are using is not the one that this area, to see whether he is aware of any research.
we in the Parliament think is a good definition of a problemPersonally, | am not aware of any research which quantifies
gambler—it may well be sensible for the Government tait. | think in the end it would be very difficult to put a dollar
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figure. Let us acknowledge that there is a percentage oliegislative Council, like Mr Xenophon, and share it with all
there. Let us acknowledge that each person is impacted inalleagues who might be interested in the topic.
particular way. How you would actually estimate the dollar The ACTING CHAIRMAN (Mr Lewis): The Hon.
impact of the human misery impacted on his or her partneffreasurer would recall that during the term of the Hon.
children, parents, friends, dog, cat, other family members, dMartyn Evans as a member of this House and Chairman of
whomever else they come into contact with, would be veryCommittees he asked questions from the Chair, and whilst
difficult to do in specific dollar terms. Again, | am not sure that practice may not have been followed in recent times |
whether it is productive to spend an enormous amount of timpropose to ask a question now from the Chair. Quite simply,
and resources trying to come up with a notional figure. Why do we bother with the Liquor Licensing Commission?
would have thought that it would be better to get on with thels there any evidence that there is a reduced number of
task of spending the money on trying to help those peoplalcoholics in South Australia than in the Australian Capital
who we know are coming through the Department for HumarTerritory, where there is no Liquor Licensing Commission
Services’ door and who require assistance. The Acting Undemnd where it is possible to purchase alcoholic beverages from
Treasurer, who is obviously very learned in these issue, telldelicatessens or any other shop which chooses to sell them?
me that research is being done in North America at thés it not an anachronism, since the reason for it having been
moment on this very issue, and, rather than we in regionalet up was to protect people from the dangers of alcohol and
South Australia replicating the large sums of money thabver-indulgence, to the point of becoming dependent on
might be incurred, we might be able to learn from thealcohol, to such an extent now that, as with other substances
research that is being undertaken in the US. It will not besuch as tobacco, all we really need to do is to define whether
directly transferable but it might give us some furtheror not we think there should be some constraint on age for
information that we can pursue. purchase and allow the market to determine who sells what
Ms BEDFORD: Has the Government allocated any fundsand to whom?
to research why poker machines lead to problem gambling, The Hon. R.I. Lucas: Mr Acting Chairman, as Treasurer
including researching the actual features of the machinesam into gaming, but | am not allowed to get into liquor. It
such as the lights and the noises? is actually the responsibility of the Attorney-General. The
The Hon. R.I. Lucas: | think my response will have to be Ligquor and Gaming Commissioner reports to me in relation
the same as the last one. | will consult with my learnedo gaming issues, but reports to the Attorney-General in
colleague the Minister for Human Services, but personally telation to liquor issues. However, without wishing to tread
am not aware of any Government initiated research. Agaimn the Attorney’s toes—I would be very cautious there—the
| am aware of a range of research which is available not onlCommissioner has advised me that all of the jurisdictions,
in Australia but in other parts of the world, | understand, inincluding the Northern Territory, do have either a Liquor
relation to this particular issue. It is an important issue Commissioner or a court, or something. So, it would be
Certainly the Parliament, when it comes to the Hon. Mrdifficult, in an Australian context, anyway, to look at one of
Xenophon's sort of lengthy tome on appropriate gaminghe States or Territories and say, ‘There is the number of
machine practice in South Australia, the world and the regpeople with alcohol problems, where there is not a court or
of Australia, or whatever, a number of these issues are beirggcommissioner, whereas we in South Australia have one and
canvassed by the honourable member. He has a particubae still have the same percentage.’ We do not have a control
view and each of us is going to have to address that when trgroup, if |1 could appeal to the Acting Chair’s interest in
legislation goes before the Legislative Council. You mightresearch methodology. | am advised that all of the jurisdic-
be spared the problems if it does not get through the Legislaions have a commission or a court of some order, including
tive Council, of course, but, if it gets through the Legislativethe Northern Territory, and therefore it is not possible for us
Council, the member will have an opportunity to exploreto make the sort of comparison that the Acting Chair has put
those issues. to me. If the Acting Chair has other particular issues in terms
Ms BEDFORD: In the light of that | am concerned of liquor, might | suggest that he address them to the
because, if you are banking on a 2 per cent or 3 per cemttorney-General, rather than to me.
increase overall, and if we were able to establish, for instance, In response to the last question from the member for
that the lights and buzzers created that sort of an impact drlorey | am advised that South Australia is actually chairing
the machines, you would be loath to introduce any sort o national working party on gaming research, which has
consumer thing to lower the appeal of the machine, woul@stablished a register on gaming research, and, if the member
you not? wanted to pursue an issue, | would be very happy for the
The Hon. R.I. Lucas: | am delighted to see the member member to have a discussion with the Gaming Commissioner
for Elder rejoining us. | know his particular interest in this after today’s proceedings, and he might be able to throw
issue, both personal and political, so | am delighted to sesome further light on research which is being conducted. But
him joining the fray. The honourable member says that South Australia does take this issue seriously. We are
would be loath, but, again, this is an issue where | do nothairing the national working party, and there is this register.
speak on behalf of the Government. Speaking personallyf any research is being done anywhere in the world or in
flashing lights or whatever else it is, | am not particularly other parts of Australia it makes sense for us to gain access
fussed about. In the end, as one individual member of theo it, rather than trying to spend our own dollars to replicate
Legislative Council, | will make my judgment on the it.
individual components of the Hon. Mr Xenophon's legisla- The ACTING CHAIRMAN: Can | putto the Treasurer
tion. What the impact of that might be, if there is informationthen whether there is a case to place a cap on the number of
available within Australia or elsewhere, | am sure that thdicences issued and then offer those licences by tender, open
Hon. Mr Xenophon in his meticulous way will have tracked cry ‘auction’, or a mixture of both, for an eight year term so
it down and will make it available, copious quantities of it, that, after eight years, the licence has expired and it is open
with those wonderful resources we provide to members of thto sale again to the highest bidder from the State?
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The Hon. R.1. Lucas: Is this a licence for new machines? tee will have different views also. | cannot and do not profess
The ACTING CHAIRMAN: No, just the licence to to speak on behalf of the Government.
operate a machine. Mr FOLEY: | add that, whilst also putting forward my
The Hon. R.I. Lucas: All existing machines? personal views, | am not speaking for the Opposition.
The ACTING CHAIRMAN: Including them. Is any However, | concur with that view in relation to capping. It
research being done on what benefits might accrue to theould only distort the market clearly in favour of those—
State by proceeding in that manner? Say the machines came Mr Conlon interjecting:
up for renewal every year? Mr FOLEY: Yes.
The Hon. R.1. Lucas: | think it would be too strong a The Hon. R.1. Lucas: The member for Elder might agree,
response to say that research has been done, but certaitdy.
these issues have been canvassed by a number of membersvir FOLEY: Well, I do. | note that the Premier is on the
in the community and also by some individual members ofecord as supporting a cap. | hope that commonsense will
Parliament. Again, if members get to debate the legislatioprevail with the Premier. Anyway, it is a view to which
of the Hon. Mr Xenophon, in part members will need topeople are entitled. Given that it is an indulgence to be
consider whether gaming machines ought to be abolisheputting one’s personal views forward at this time, | want to
completely, or some people’s compromised view that somask a question about the Casino. | did not mean to leave it out
sort of cap be placed on the number of machines. earlier—
I can speak only personally, for what it is worth. Again,  Members interjecting:
this is a personal issue, a conscience issue. One problem that The ACTING CHAIRMAN:  Order! The member for
occurs with capping and licences is the same problem that widart has the call. _ _
see with respect to fishing and taxi licences to a degree. MrFOLEY: Where are we currently situated with the
Those in the industry—and it depends how one does it_Casino in terms of the salt_e process? | appreciate that it is
suddenly get a very significant boost in terms of the value O§echn|cally on hold or technically withdrawn but is still there
their tradeable product. | assume it is a tradeable product, SOMeone wants to make_ an _offer. Has th_ere been any
depending on what model one talks about, in terms of thg'arket interest in the Casino licence and, if 50, what if
licence one holds—something that one might have beef’inythlng can the Treasurer advise the Committees

; . L . The Hon. R.I. Lucas: In the formalities of it all, the
given. Clearly, if one reaches that situation and if ON€casino was withdrawn from the sale process last year, and |
requires people to now pay for it, | suppose one would hav

look at the leqal situati think that we explored this issue last year in various forums.
tolook at the legal situation. _ Nevertheless, Funds SA has maintained a very close watching
Are the licences compulsorily acquire

, d? If that happeng, et in terms of when it would be appropriate to sell and in
one would have to look at issues of compensation and thefjat form. Funds SA therefore has been actively, over the

require people again to pay for the licence. | am not sure Wh@ast few months, keeping a watch on the market. It is fair to
particular model is envisaged. Some significant legal ancsay that some people have been interested in the purchase of
possibly, compensation issues are involved. the Casino and Funds SA is keeping that issue—
In relation to capping, which, I guess, is a less extreme Mr Conlon interjecting:
version of the licensing argument, again those in the industry, The Hon. R.I. Lucas: | will ignore that provocative
as we have heard, are a bit relaxed about it because they aemark from the member for Elder.
already operating their machines. As with any industry, if you  Mr Foley interjecting:
happen to be there why not lock someone else out? | am not The Hon. R.I. Lucas: Come to that later will we? Good.
surprised that the AHA has been prepared to come on boaygk the honourable member indicated in an earlier question
with the Hon. Mr Xenophon. when he talked about various proposals in the media to
It is an unlikely alliance in that respect to see the AHA andamalgamate various gambling assets, the issue for Funds SA
the Hon. Mr Xenophon holding hands and tip-toeing througrand also the Government will be whether or not they agree.
the tulips together on the issue of capping the number ofhe Minister for Government Enterprises is providing
machines in South Australia. As the Commissioner indicate@Vversight of the Lotteries Commission and the TAB. As
in response to an earlier question, without a cap in place wéreasurer, 1 am responsible for Funds SA and, between us,
have already seen a plateauing of the number of gamin§ye have carriage at the moment of the Casino. If the Govern-
machines in South Australia. The small increases we argl€nt was to proceed to action on the TAB, the Lotteries
seeing relate to those operators who had fewer than ommission and thg Casino, itis possmle.that that_could be
machines and who are increasing the number of machines ne separately, or if the Government decided that it wanted

. o amalgamate any two or all three of those particular
a small amount, or in the case O.f a I|m|teq number of ne .gambling assets it would have to decide what sort of process
venues which might have been built and which can work thelﬁ would want to proceed with. The Government would
way through fche current very tough!y controlled system in bviously need to have some discussions with Funds SA in
terms of acquiring new gaming machines. They must fight oft 5| ation o its interest in the Casino.
the rigours of the Hon. Mr Xenophon and his supporters left,

) . . . In summary, there is interest in the market. Funds SA has
right and centre all over South Australia as he fights the f'ghlt.:een, in recent times, actively keeping its options open (that

for the introduction of gaming machines anywhere in Souths the safest way of putting it) in relation to that and looking
Australia. at a possible sale of the Casino. Funds SA and the Govern-

I cannot add much more than that. That is my personahent will need to come to a relatively early resolution as to
view. | am sure, Mr Acting Chairman, you will have a how, if the Casino is to be disposed of, that might be done in
slightly different view to that, given your views on gaming the best interests of Funds SA and the people of South
machines. | am sure, too, that other members in this CommifAustralia.
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Membership: electricity assets. And credit to the member for Hart: he
Mr Conlon substituted for Ms Bedford. fought the good fight for a period of time with the Leader of
the Opposition in endeavouring to prevent the important
Mr FOLEY: That only confirms my view that the policy initiative that the Government announced on 17
Treasurer should be handling the disposal of all those assetsebruary last year. But in having fought the good fight he
but each Government handles these matters differently. Isust also accept some of the responsibilities that he made a
John Frearson still the Managing Director of the Casino? difficult task much more difficult for the Government and,
The Hon. R.1. Lucas: Yes, General Manager is his full indeed, much more costly for the taxpayers of South
title. Yes, he is. Australia.
Mr FOLEY: Could the Treasurer advise the Committee  The Government had to go through a lengthy process of
of his salary and the conditions associated with his positionifestigating other options in terms of disposal of our
The Hon. R.1. Lucas: | do not have that information with  electricity assets, some of which have been in the public
me. | think the honourable member asked that question lastrena and others which have not. Those in the public arena
year. What was the answer | gave the honourable member lasibviously have included the staged long-term lease of our
year? electricity assets; at various stages floats were discussed in
Mr FOLEY: That was last year’s salary. | want to know the broader community; partial sale or lease or float options
about this year’s salary. | am trying to keep track of thesevere considered; and, finally, the Parliament resolved on a

things. long-term lease of our electricity businesses. | would not
The Hon. R.I. Lucas: Does the honourable member meanattribute all the increases in costs to the member for Hart, but
that | did answer his question last year? he will need to accept some responsibility.
Mr FOLEY: You did. It was a big number. I would have to be frank and say that the complexity of the

The Hon. R.1. Lucas: The Treasurer and the Governmenttask that confronted the Government as we moved through
are renowned for their openness and accountability. It sound€998-99 became much more apparent to me as Treasurer. |
as though we have already provided information and therbecame Minister responsible for the electricity businesses in
might not be any— May or June of last year, and | have been on a very steep

Mr Foley interjecting: learning curve in those 12 months. It is fair to say that we

The Hon. R.I. Lucas: That is why | asked the honourable significantly underestimated the complexity of the task of
member. | will need to check. | am not sure what, if any,trying to split ETSA and Optima into seven electricity
commercial confidentiality provisions apply to the Generalbusinesses—three competing generators, transmission,
Manager of the Casino. distribution, retail and a gas trading business—and the costs

Mr CONLON: He probably gets more than you do.  of the due diligence of that work, the legal complexity of

The Hon. R.1. Lucas: | am sure he gets more than | do: many of the decisions in relation to contracts, the vesting
he undertakes a very important task in running the Casino. gontracts and a variety of other areas.
it was provided last year, | suspect that it is probably a little | acknowledge today, as | did in the media conference at
higher or not too dissimilar, but | am happy to take it onlunch time, that we underestimated the cost and complexity

notice and see whether or not | can respond. of the task that confronted us. Secondly, the member for
The CHAIRMAN: There being no further questions, we Hart's and his Party’s approach added to the cost, because of
will move on to the next line. the delay.

Mr Conlon interjecting:

The Hon. R.I. Lucas: No, credit to the member for Hart
and the Leader of the Opposition: they managed to hold it off
for 12 months. The Government thought that its victory

Additional Departmental Advisers: would arrive sooner than it did: | readily concede that.

Mr G. De Gennaro, Executive Director, Commercial and Mr Conlon interjecting:

Sale, Electricity Reform and Sale Unit, Department of The Hon. R.l. Lucas:| can tell the member for Elder that
Treasury and Finance. I have not had a lunch with the Hon. Mr Crothers.

Mr T. Spencer, Executive Director, Market and Regulator Mr FOLEY: It is good to see we are back where we
Reform, Electricity Reform and Sale Unit, Department ofstarted: the sleeves are rolled up again and we are bashing
Treasury and Finance. each other. It is probably not a bad way to finish the day. It

will keep us awake as we go into the evening. The Treasurer

Mr FOLEY: | suppose there is no better place to starthas just provided this Committee with utter nonsense. The
than with the Treasurer’s press release today, which was boffreasurer is not a bad bloke and he is a good, competent
timely and interesting in terms of its content. This day 12Minister when he is talking the main game—but he just
months ago the Treasurer said that similar estimates for theannot help himself after those 11 years in Opposition. | hope
1998-99 budget year for consultants to do with the sale othat | do not turn out like that after eight. | have to say that 11
lease of ETSA were $8.5 million, and we now see that figuref these bloody Committees and | will be pretty bitter and
coming in at a reported $34.6 million. Will the Treasurertwisted, | can tell you! This is my sixth, and | have just about
explain how the estimate was so wrong this time last yearhad enough of them. But they serve a purpose, | am sure.

The Hon. R.I. Lucas: Sadly for the member for Hart, part The Treasurer descends into political nonsense and
of the responsibility will have to rest with him and his silliness, as he tends to do. Just looking at the list of consul-
colleagues, because at this time last year the Government hthts, | am trying to work out which of those would have
a view, which obviously did not come to fruition, that the actually been time dependent. The Treasurer noted earlier that
Government would be able to move relatively quickly to ahe had the break-up of our component businesses to do
sale of ETSA electricity assets and we would not have beeregardless of privatisation. He had accounting measures
some 12 months later about to embark on a lease of ouegardless of privatisation, and | assume that relates to
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disaggregation, economic arguments and various othehat. Itis true that Eastern States legal firms charge at higher
services. More importantly, the Treasurer had no legitimacyates than local firms. That is a statement of the legal reality
to expend any money or retain these consultants once tland the real world out there in terms of the charges for not
Parliament had indicated its position. only legal fees but a range of other consultants or advisers as
I think it is just nonsense to suggest that a delay in thavell.
Parliament has been the reason for a $26 million blowoutin  The reason why the Government put together this group
the cost of the Government’s consultants. Which of thesef legal firms is that we wanted the best available talent that
costs for consultants is the Treasurer saying was a result gouth Australia could provide and was available within
the hold-up of Parliament, and will he give us some specifiqustralia. | have worked with some of these people locally.
numbers? People such as Paul Turner and others from local firms have
The Hon. R.1. Lucas: I hate to spoil a good story forthe peen outstanding in terms of their legal competence and
member for Hart—not that there is anyone interested in us &{dvice to the Government. The advice of him and his team
this stage. It is in the can, | know: we did it earlier. has been excellent. However, the people we have had from
Mr Conlon interjecting: the two interstate firms have been outstanding in their fields.
The Hon. R.I. Lucas: The member for Elder is interested: By way of example, one of the critical issues of this whole
I am delighted. | refer members’ attention to the presgyrocess is obviously competition policy. In one firm, one
statement that | put out in June of last year, which stated: person is acknowledged as being one of Australia’s leading

However, it must be stressed that these are estimates and thdegal minds regarding competition policy, the operations of
are a number of factors which may ultimately affect the actuakhe ACCC, and all related issues.

payments next year. That is the reality of doing a big deal such as this. South

We were at least cautious and wise enough to say, ‘B stralia has never done a deal of this size. If we are going
cautious in terms of these estimates; they are only estimatgs try to maximise the proceeds from the sale, we need to
at this stage, and a number of factors may impact on thgaye the best people available. If we are going to be parochial
ultimate figure.’ | have outlined some of those in response tg say that only South Australian lawyers and consultants

the earlier question. L . : .
. . . . can be employed, it is my judgment that we will not maxi-
In relation to the issue of time based or fixed fees, | ar’;% by yucg

. . > ise the lease proceeds to the taxpayers of South Australia.
advised that the lead advisers, Morgan Stanley/Pacific Roggje igentified amongst the companies and firms from those

are on a fixed monthly fee, and they also have a success @&, bid to be our legal advisers the sorts of skills that we
atthe end. | admit that the figures regarding the COMMUNIC&ieeded, and | give that as one example in that area. It was a

tions advisers must have mightily disappointed the membersitical skill we needed: we did not believe it existed in some

for Hart and Elder and others who have heard various figuress the groups that bid for the legal contracts in some of the

such that MrAnderson and Ms Kennedy were gettingyiher groups, and this person and group offered for us that
$1 million plus from the Government on this gravy train of oy e/ of expertise.

consultancy. Their estimated costs out of the $34 million
is $388 000. They have a monthly fee or account that they arge
paid.

An honourable member interjecting:

The Hon. R.I. Lucas: | thought it was a fascinating

There are other areas such as the competition area where
believed that we needed the very best. | can say the same
thing in relation to some of the accountancy tenders that we
received. Clearly, to have on your team some of the acknow-
experience; | am looking forward to it. The rest of the ledged Augtrg!lan Ieiqdbglrl_s |ndta|i<at|don ?nd Iehasm%_and iale
advisers—environmental, engineering, legal, economics) 0c€SS€s INDIY multi-billion dollar deals such as this makes

; . . - sense. In the end, you have to pay for that. The Government
actuarial, and so on—are paid on a time basis. and me personally, as Treasurer, remain exposed to the

Mr FOLEY: The legal fees are obviously paid to the P Y, ’ P

lawyers. You have a global figure of $16 794 000 for awholég xv:gcgﬂ OC:1I'| pl)g(r:g?gal g:;t';ls dmascctgl?rgt%?s Smﬁfegc?v\?ve
series of solicitors. Will the Treasurer break that up into ploy y Wy i ’

o= . would also have been criticised if in terms of our legal
individual companies? : . : -
The Hon. R.I. Lucas: | can take that on notice and anhroach \éve (Ij'd ngt_get I ngh@, an:\terms of ourhstructurltl:g
rovide that information. | might even be able to do that by0 the tax deal we did not get it right. | am sure the member
Fhe end of the day for Hart would have been on thg front foot if someone from
Mr EOLEY: The reason | ask that is that information interstate came across and said to us, ‘Why on earth didn’t

. S ) ou tackle your legal issue this way?’ or ‘Why on earth didn’t
provided to the Opposition is that a large proportion of thaéou tackle the actual sale or lease in this particular way? You

money went to Sydney based solicitors, which | understan : -
Wouldybe Allen AII%en ar)lld Hemsley and Arthur Robinson and ave cost the taxpayers of South Austraha} X hundred m|!||on
ollars because of faulty legal, accounting or tax advice.

Hedderwicks—I assume that they are not locals—and th - . "

they, in turn, subcontracted Adelaide solicitors to do muc ;ﬂ'\],?o?%in in Opposition for 11 years, we have the best of

of the Adelaide based work. Is that the case and, if so, wh o

did we go to eastern seaboard solicitors only to see them Mr Foley interjecting:

subcontract the work back to Adelaide solicitors? If thatis not The Hon. R.I. Lucas: | have been there for 11 years as

correct, | would like that to be knocked on the head. a member of the Opposition, so | have the best of both
The Hon. R.1. Lucas: | am not aware of any evidence of worlds. | have been there for 11years and | know the

the sort of issue the member is claiming, and it was claimedttraction from that viewpoint—not from others—of being in

more specifically by the Leader of the Opposition lastOpposition and able to criticise on one flank and then, if that

evening, that is, that Allen Allen and Hemsley, for example does not work out, you can turn your argument around

is charging us a higher rate and is employing a local solicitod80° and tackle the matter from the other side. That is the

from one of these other firms to undertake the work. | willattraction of being in Opposition.

have that investigated, but | am not aware of any evidence of An honourable member interjecting:
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The Hon. R.I. Lucas: As | said, there are disadvantages ~Mr HAMILTON-SMITH: My question relates to the
of being in opposition. | do not resile from the fact that thesePortfolio Statement, page 3.14, dealing with repairs to and
are significant costs. However, as | indicated in the presmaintenance of ETSA Utilities. Can the Treasurer advise the
statement today, ultimately we believe that the estimates a@ommittee of the present status of repairs and maintenance
that this will be about 1 to 2 per cent of the total cost of ourof ETSA Utilities and distribution infrastructure? Is the safety
proceeds. If this team can screw out an extra 2 per cent, 5 pand performance of the assets being maintained to an
cent or 10 per cent, whatever that amount of money is, it willppropriate standard despite presentation and preparation for
more than pay for its cost. Already we have got $30 millionleasing?
out of the fast tracking of the Pelican Point National Power The Hon. R.I. Lucas: There are some figures in relation
project, that fabulous new power station down at Pelicaro outages from ETSA Utilities that it would be useful to put
Point about which we have all talked in recent times. We gobn the record if we can turn them up but, if | cannot, | will
$30 million from that. provide them in due course. | will speak in a broad manner

I highlight that, as a result of the advice we received fromand clarify the position if | get the correct figures. The best
the advisory team, the Government has not proceeded witiheasure of the state and maintenance of ETSA Utilities’
one of two options which were given to it and which we wereassets and the asset base is a measure called ‘outage time’,
told had to be decided 12 months ago. It was an expenditurghich is the down time in terms of blackouts that consumers
of up to $40 million or $50 million on Riverlink out of or customers face in South Australia.
Government businesses or up to $150 million on repowering ETSA Utilities’ record has been pretty good in that area.
Torrens Island. Our consultants came on board and told us fthe figure is about 110 or 120 minutes a year outage time,
relook at the Playford Power Station. For a sum of $5 millionand the equivalent figure for the Victorian distributors (the
or $6 million Playford was cranked up again and we havecompanies equivalent to ETSA Utilities) is something like
been able to buy some time as we move down the sale/leag&0 to 200 minutes. Itis in that broad band, so the perform-
process. We have already recouped more than the $34 milliaance in South Australia of our ETSA Utilities is significantly
that has been spent this year on consultancy costs througletter than the performance of most of the distributors in
those sorts of decisions. Also, as | have indicated publiclyictoria in particular.
the electricity businesses have paid for about half that cost, | have been provided with information which indicates
anyway—$20 million of the total $43 million all up cost for that ETSA Utilities has a comprehensive asset management
the cost of disaggregation. policy, as you would imagine. It is in keeping with the best

The only other point | would make, given that we arenational and international standards and its planning horizon
obviously going to explore this for a while, is that the Laboris some 15 years. All capital expenditure proposals undergo
Government in its last few years spent some $29 million omigorous financial and business case evaluations, as indeed
consultancies in ETSA at a time when they were not havinghey will have to under the new private sector operated

to split— system. System performance is monitored and analysed for
Mr Foley interjecting: the quality of safety and reliability, capacity and utilisation.
The Hon. R.I. Lucas: No, over the past four or five years;  The figures are called the ‘System Average Outage

let us be fair. Duration’ (SAOD), and the forecast result for 1998-99 is
Mr Foley interjecting: about 115 minutes. So, my recollection was reasonably

The Hon. R.I. Lucas: John Quirke put out a famous accurate, and the comparable figure in Victoria for 1997 (so
report and you might speak to your Senator colleague, as ligis not the same time) was 199 minutes. | think | said it was
attacked the issue of consultancies of his own Governmesiomewhere between 150 and 200 minutes. So, the perform-
in 1992-93. | would have to check, but over a period of aboutince of ETSA Utilities is very good compared to some of the
four or five years, at a time when there was no preparation fovictorian distributors, although their performance has
a national market and there was a monopoly situation foincreased significantly since the privatisation of the industry
electricity here in South Australia, no competition, noin Victoria. It was well over 200 minutes when it was run by
national market, no splitting of the businesses into seven aral Government owned operator.
no preparation for sale or lease, the Labor Government | understand that some $174 million worth of work in
managed to spent $29 million on— capital expenditure has been incurred in the last three years

Mr Foley interjecting: in ETSA Utilities or companies which preceded it in terms

The Hon. R.I. Lucas: The member for Hart professes of trying to upgrade and maintain an appropriate level of the
ignorance, as he does on a number of occasions when hedsset base.
in difficulty on these issues. He is reeling from the truth of Mr HAMILTON-SMITH: | move to the Portfolio
what | have now revealed to him and the Committee. He iStatement, page 3.14, and the subject of regulatory legisla-
reeling! tion. What is the status of the regulatory legislation for the

Mr Foley interjecting: electricity supply industry introduced into the Parliament in

The Hon. R.I. Lucas: | am not sure why the member for July last year? How soon before Parliament can expect to be
Hart sees that as a badge of honour. He can take his inabilijealing with this and what effect does the time frame have on
to win a job within the Bannon Government in whatever waythe lease process of our assets, if any? How soon after this

he wishes. legislation is passed do we expect South Australia to have an
Members interjecting: Industry Regulator and what will his/her role be?
The CHAIRMAN: Order! The Hon. R.I. Lucas: There are three Bills remaining,

The Hon. R.I. Lucas: The point | am making is that two of which are critical. The two critical Bills that have to
almost eight to 10 years ago (and we would have to inflate thibe passed by the end of this current session are the Independ-
costs these days), a Labor Government not confronted witlnt Industry Regulator Bill 1998 and the Electricity (Miscel-
any of these complex issues still managed to spenthneous) Amendment Bill 1998. Before the first week of
$29 million of taxpayers’ money on ETSA consultancies. August, which is the last sitting week, Parliament will need
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to have passed these two pieces of legislation. They are venpt know what the capital value of the properties will be. That
important in terms of the lease process. Whilst the authoritissue would have to be determined—

to proceed with the lease was passed with the Bill some two Mr Conlon interjecting:

weeks ago, prospective operators of our businesses want to The Hon. R.l. Lucas: | do not think that you have to pay
know what the controls and regulations will be in terms ofthe emergency services levy on consultants, but it is an
private sector operation of the businesses. The passageinferesting idea.

both those Bills will be important. Mr CONLON: Consultants would know what is the

The Independent Industry Regulator Bill will establish ancapital value of the property that they are leasing.
Independent Industry Regulator and that Regulator may take The Hon. R.I. Lucas: | am sure that they will have an
on responsibilities other than electricity. In Victoria, for ideabutthey are not experts on the emergency services levy
example, the Office of the Regulator-General (ORG), ha@nd how it might apply. If the Bill does not go through
responsibility not just for electricity but for gas and it has because Parliament blocks it, or whatever—
some monitoring and oversight of water and ports charges, Mr Conlon interjecting:
as well. The Regulator is an overarching Regulator and takes The Hon. R.I. Lucas: | am pleased to hear that. If the Bill
on powers for various industries. Rather than having si¥loes not go through, it would still be the intention in this
different regulators, the overarching Regulator takes ofTangement that the owner—ETSA Corporation or some

responsibilities in various areas. South Australia already ha@ther Government entity—would through the leasing
a gas Regulator and this Bill establishes a new Industrgontracts ensure that the lessees incurred the cost of the

Regulator. emergency services levy. While the Bill will tidy up thatissue

The electricity Bill will give the Regulator the powers that of lessees (not that it was designed for that), if in the end it

relate to the electricity industry, and those powers will bed0€s not go through, my advice is that we, the owners,

significant. The Regulator will be independent of Parliamen{rough th? Ir:aalsing contract would ensure that the lessees met
and of the businesses. It is modelled on similar lines to thé® Cost of the levy.

Office of the Regulator-General in Victoria. The Regulator  Mr CONLON: I am not sure that that answer is right and
will have the final decision in relation to the codes or!@sk the Minister to check my next point, as well, although

standards that apply to the operations of the businesses, ahgppreciate that he is not an expert on this tax or levy. |

performance incentive scheme that might apply, the issuing'derstand that the Crown, as the owner of the land, is not
of licences and the monitoring, control and regulation of €duired under the levy arrangements, if it o chooses, to pay

those licences. If someone behaves badly in terms of thig'€ ey on all of the capital value of its land. It can pay a

operation of a licence, the Regulator has significant powe roportion of the sum, and I would assume that that is what
e Government is doing. | am saying that the Government

in terms of the penalties that can be imposed on that licen Id b . " £th d not th
holder. The Regulator's powers are very comprehensive. [YOU!d D€ passing on a proportion ot theé sum, and not the
evy, on the capital value of the land.

terms of timing, if the Bill is passed by the first week of 'h icion that th ital val fth |
August we would hope very soon after that to be in a position ave a strong suspicion that the capital value of the rea
roperty of the electricity assets is very high, and that is what

to make an appointment to the position of Independent . .
bp P P we would like to determine. You would not pay rates on the

Regulator. v
9 capital value of the real property because you would not pass

Mr CONLON: - My question concems the electricity i 5 and that is because you would not pay that. You would
assets lease and the emergency services tax. Amendmee&%tinue to pay a proportion of the overall sum

have been placed on the Notice Paper to amend the emergen-1ha Hon. R.I. Lucas: The member, who | understand is

cy services tax so that those who hold real property on leasg, 5 ,se of Assembly select committee that is actively
or licence from the Crown will pay the tax on that property ,,ying at the detail of this levy, may well be in a position to

6;13 if th‘?ﬁ’ gveréa the O\C/jvnerg. F?]r the purp?se of the |ethS|art]I0 rovide greater advice to the Committee than | am. | can only
they will be deemed to be the owner. | assume that thOSg; e the indication that | have given so far. | am further

amendments will proceed when the Minister screws hig,iseq that the Government is paying 11 per cent, I think it
courage to the sticking point and brings the legislation backe ‘5t the moment, for an interim period (I am not sure exactly
and | imagine that there are strong arguments for them a w long) and, at the end of that, the intention was (I am not
they are likely to succeed. sure whether it is more than intention) that the Government

The result will be that the real property assets of theyould then move to a new payment regime where it paid the
electricity companies that are to be leased will be susceptibleyy on the capital value of its assets.

to the tax, as well as the mobile property. | invite the Minister  Mr Conlon interjecting:

to tell me if | am wrong in saying that, but what is the value  The Hon. R.I. Lucas: | am not sure. As | said, it is not

of that real property, what will it mean in contributions to the my area of responsibility. | will take advice on it and

fund and will it help in a reduction of the rates paid by probably it would be more sensible for me to say that | will

ordinary people? provide a more detailed response to the Committee after |
The Hon. R.I. Lucas: Not being the world’s expert on the have taken that advice.

emergency services levy, | will provide some advice and, if MrWILLIAMS: My question relates to Budget Paper 2,

I need to provide a more detailed response, having consultgzhge 8.9, ETSA Power—of course, since this budget has been

with the Minister responsible, | will do so in a written form. printed there have been some changes. It is estimated there

My advice is that, if the Bill that the member is referring to that the results of ETSA Power in the next financial year

is passed, the lessees will be responsible for the payment obuld be anywhere between a loss of $74 million and a profit

the emergency services levy in the way that anybody elsef $2 million, with a likely estimated loss of $30 million. Of

would be, as | understand it, but | will take advice on that.course, that was predicated on circumstances which have

The legislation does not appear to envisage any significamhanged somewhat since. There is an example in there about

change in relation to them as opposed to anybody else. | d6TSA Power in fact having to spend $2.6 million over an
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8Y% hour period, buying power at an average price of $1440 The sort of people who have spoken to the member would
a megawatt hour. It seems that ETSA Power was forced intprobably take a different view. They might argue that they
making that purchase because there was a shut down of th@uld see that as—I think the member used the word
Victorian interconnect at the same time as there were sonieollusion’. | will not use that word, but they might see it as
problems with one of our generators, and we were unable tsomething that should not be allowed. It is an issue that is
supply the power while the interconnect was not working abeing discussed and canvassed at the moment, that it is
capacity. important in terms of the operations of our national market,

What sort of relationship does ETSA Power managemerﬁmd itis an issue that | know the board of ETSA Power is
have with the other managers in the national electricitycontinuing to pursue. Certainly, for the foreseeable future, as
market? Can they get their act together, | suppose, in simpﬂé’e Minister, obviously, I will be apprised of those further
terms, a bit better? | specifically ask that question because@scussions that we might have.
has been put to me that it possibly could be seen as collusion This is an important area. | cannot say much more than
between various managers if they conspire to make sure thiat, other than to say that | can give the member the informal
they shut down things such as interconnectors at times of lo@dVice that we have had so far. It would appear to be a little
demand, and that people who make those decisions could B&0dds with the sort of anecdotal view that the member has
opened up to legal action by other generators which arBad put to him from some industry participants. Time will
sitting back waiting for opportunity at a time of peak demand €ll, | suppose, as to what the formal response from the
So, by removing those peak demand opportunities from othdfgulatory authorities might be.
generators they could see that there has been collusion and Mr WILLIAMS: It just seems to me that the whole
they have been worked against and it will cause then§Xercise is predicated upon providing competition to bring
substantial losses, or removed potential for substantial gaindown the price of power to the consumer. If we cannot
Can the Treasurer give the Committee some informatiofcilitate that because of some other issues between various
about the way in which that system will operate? players in the market—and | believe that there are players

. coming into the market specifically to take advantage of peak
The Hon. R.l. Lucas: The honourable member asks 4 0ad times—it seems that somewhere we have lost sight of

\r/éa;);:)rggc\),\r/tﬁmiﬁ g‘ggb%rﬁlsrggﬂtqﬁaeitﬁgﬁgd tgistlr]seo\?:rofgz e whole issue that the national electricity market is
Y g y redicated on, which has probably moved somewhat to

people in terms of its legal advice. One of the people fro ) -
one of the interstate firms is an expert in this area of Competqncourage South Australia to dispose of these assets. |

tion, and the sort of allegation that has been put to th hought that everything to do with our electricity market and

member in terms of collusion and anti-competitive behaviou € disposal of our power utllities was predicated on lowering

under the Trade Practices Act, all those sorts of things, as Qe price to the consumer, and it seems 'ghat there is a
ssibility that that will become a secondary issue once the

have seenin recent times, can be very importantin a numb wyers get hold of it all. It is sad,

ﬁ;\'/rédtﬁg%rﬂzan% t\m: S;?’S (;r{:d:se gaI'? (r)tfu tzaetzdl\/;%%e?ggh The Hon. R.I. Lucas: | has:ten to say that the sort of issue

. : that the member is raising, irrespective of whether we own
~ The best that | think | can put on the record at this stagene assets or whether we lease the assets, is really an issue in
is that | have had some informal discussions with nationaje|ation to competition policy and the national electricity
regulators, from NEMMCO, and this issue has been dismarket. The sort of problem that the member is raising is
cussed with them—not the specific issue that the member h@g curring with Government ownership of the businesses and
raised, but a related issue. A question was put to them that §yj|| continue to be an issue that would have to be resolved
for example, the people doing the routine maintenance of thgne way or another, with Government ownership of those
interconnector were to do it on a Monday instead of ayysinesses. It does not become an issue because of private
Sunday, that is, a high peak demand day—it might not be 8ector operation. It is an issue at the moment because of the
peak day, because this was in the middle of autumn—and thestional market and because of competition policy. As | said,
regulator people were doing it on the basis that it was cheap@fe initial informal advice | have had from some of the people
to do it on a Monday than on a Sunday (because you do nfom the national regulatory authorities is that they do not see
have to pay double or triple pay, or whatever it is you havenat there is a problem with the sort of circumstance that |
to pay), whether there would be a problem if ETSA Powergytiined, where ETSA Power might take some action which
said that it was cheaper for it to pay the penalty rates—thg,ould be cheaper from its viewpoint, and which would also
difference—to those organising the maintenance of thge petter from the price viewpoint in the South Australian
interconnector to ensure that it is done on a Sunday. market.

Because here we are at the end of the current national Mr WILLIAMS: | take the Minister’s point that,
market, and if we have an unexpected outage on a normatespective of the ownership, these problems will arise. In
working day—even if it is in April—it is our market and the relation to the Riverlink proposal, | noted with interest over
price is in our market and, therefore, ETSA Power couldhe past couple of days that Transgrid in New South Wales
potentially lose $2.6 million in an afternoon’s trading. So, theis moving ahead with establishing an environmental impact
ETSA Power view is that it is a lot cheaper than $2.6 millionstudy. It is looking at proposed routes and is going to move
to pay the penalty rates—if it is a planned outage. Clearly, ifto an EIS. So it looks as though that project is still on the
things happen unexpectedly, you have no control—we havérawing board certainly as far as Transgrid is concerned. | am
to bear that in mind—and, in most cases, it is probablstill having trouble reconciling whether the electricity
unplanned problems, or whatever else it is. But if it is aconsumers in South Australia, whether it be industry or
planned outage for maintenance, or whatsoever else it iBouseholds, have been lost in the mire of all the consultants
ETSA Power put that particular view. The informal adviceand lawyers and everybody looking at other issues, losing
I have had is that there does not appear to be anything isight of the issues that we started on, and that is power
competition policy that would prevent that. pricing.
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There is considerable debate certainly within my ownlook like emerging from that, one way and another, is likely
mind on this whether we would be best served with arto be October.
unregulated interconnect between New South Wales and So if this Government had taken the decision not to
South Australia, or a regulated one. | am told that if we engroceed with the fast-tracking of Pelican Point, and we had
up with an unregulated interconnect it will in fact operate insaid, ‘No, we will listen to Nick Xenophon and Mark Duffy
a fashion similar to if we had another generator sitting at, sayand the New South Wales Labor Government lobbyists, etc,
Robertstown, where it is going to connect into our grid;and we will go with Riverlink,” and we had not gone ahead
whereas if we had a regulated interconnect would it operateith the fast-tracking, we would be sitting here at the moment
more like a freight company, purely freighting electronswondering whether they would ever emerge from these
backwards and forwards. regulated asset submissions and inquiries and if they were

Itis also interesting to note that it seems that Queenslan@ver going to be able to build the Riverlink connection
will have, in the not too distant future, an excess of supply oPetween New South Wales and South Australia. We would
electricity, according to what | read in the electricity litera- be leaving ourselves mightily exposed to criticism from the
ture. So | believe that we will be well served by having anOpposition, the community and businesses if, at the end of
interconnect between Robertstown and somewhere neBfXt year, there were blackouts.
Mildura into the New South Wales grid. Have the consultants SO, it makes sense for the Government to be fast-tracking
done any economic modelling on which would be of theat the perfect site for it, at Pelican Point, a magnificent new
greatest benefit to the South Australian consumer, either 200 megawatt power station, Mr Chairman, which, when it
regulated or an unregulated interconnect in that area?  is up and going, even many of the residents, | am sure, at

The Hon. R.I. Lucas: The answer to the question is yes, North Haven, almost two kilometres away—
and the Government’s very strong advice and the Govern- Members interjecting: .
ment's position is that we support an unregulated inter- 1€ Hon. R.l. Lucas: Mr Chairman, you would have to
connector, as opposed to a regulated interconnector. | thirﬁﬁ?”o,' on Greenhill Road and try to see Parliament House.
the first point to make is that the Government's position hag Nt is about two kilometres, | am told. That is about how far
been mightily misrepresented in relation to interconnectord® nearest resident at Pelican Point s to this particular power
with New South Wales, and it is worthwhile, relatively Station. L
briefly, tracing the history of this, because it has been Mr Williams interjecting: .
misrepresented. The threshold decision for the Government 1he Hon. R.I. Lucas: Well, they are going to have a lot
was: we need extra power in South Australia to reduce thi! Petween the power station and the nearest residential
likelihood of blackouts at the end of next year and thereforél€velopment. The next time people are on Greenhill Road,
the Government had to guarantee additional capacity dfthey try to see Parliament House on North Terrace, that will
supply. The Government looked at all of the options to sedVe an idea of how far these residents at Pelican Point will
what particular option would guarantee that additionaP® from this power station, and it might even have the
capacity. It was the Government's very strong view, andnember for Hart's golf course, and a whole variety of other
certainly my strong view, that the only guarantee we couldings, in between.

have was a fast-tracking of the Pelican Point Power Station. S? the Govirnmerzjt’tshposi_tion is I\{ery St'ﬁronQ'y to Sulppls_fth
Mr Foley interjecting: an interconnector, and there is an alternative proposal whic

is being actively canvassed at the moment by TransEnergie,

The CHAIRMAN: Order! a very big Canadian company, and they are actively consider-

The Hon. R.I. Lucas: The member for Hart can come ing building an unregulated interconnector. That is the
back after the dinner break and savage me if he wants teompany which is building an unregulated interconnector
Mr Chairman, the Government took the decision that we ha@etween New South Wales and Queensland. So it is not pie
to be able to guarantee the excess capacity. We looked at thi¢ the sky stuff. They are actually doing it. It is called
proposals from Transgrid. If | can indicate that the Transgritbirectlink, from New South Wales to Queensland. Trans-
people who met with me at the end of last year, | think it WasSgnergie are doing it. They are looking at Centrelink.
said to me that they could have their proposal up within  Mr Foley interjecting:
12 months, that they would be out of all the NEMMCO  The Hon. R.I. Lucas: They are obviously not aware of
inquiries by February or March this year. However, they arehe other usage of the title here in Australia, but, nevertheless,
still tied up in NEMMCO until October. They are currently Centrelink is there, an opposing proposition to Riverlink, to
seeking approval for regulated asset status througlnk New South Wales and South Australia. The Government
NEMMCO. They are seeking to change the benefit testis supportive of an unregulated interconnector. There will be
whether it is public or customer benefit, and they are als@ need further down the track, after we see Pelican Point up
seeking regulated asset status. and going. We have new generating capacity in the South-

They told me that they would have this thing, Transgrid,East with Boral; we have Western Mining and BHP looking
Riverlink, built within a period of 12 months, and as part ofat new plant at Whyalla; and we have TransEnergie and
that they would have to have been out of the NEMMCOTransgrid looking at interconnector proposals. So with all of
inquiries by about February or March, or something of thathat we have the potential to see some significant increase in
order. They are still in those proposals and will not come outapacity. That is what this market needs. If you want to see
ofthem, | am told, until around about October at the earliesta reduction in prices you have to have increased capacity as
Yes, they are talking to local communities in the Riverlandexisted in New South Wales and Victoria, so that there can
etc, but they are still trying to get approval through thebe competition between the retailers to write contracts and to
NEMMCO process. They have already been knocked oftompete for business with business customers or households,
once. They were knocked off by NEMMCO in the middle of ultimately, after 2003.
last year and they are still trying to get approval through the  Mr WILLIAMS: | have a brief supplementary question.
NEMMCO processes, and my advice is that the earliest thelgirst, though, | would just point out that the Minister’s
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analogy about Greenhill Road and seeing Parliament House The other issue is that the Government took a view that
is a fairly poor one, in that the city of Adelaide intervenes,generation within our own State obviously has some flow-on
that it is on a hill and is full of high-rise buildings. | would benefits. We have South Australians employed within South
have thought that he could come up with a better analogpustralian industry. We could guarantee that. We could not
than that. My supplementary question is: was the economiguarantee the delivery of an unregulated upgrade of the
modelling that the Treasurer said he had done an attempt ¥ctorian interconnector within the time frame about which
discover the benefits to the electricity consumers or tave are talking. So, whilst there were other issues, many of
Treasury’s benefit in terms of disposing of the assets? Whalhese options came back to the fact that we need the power
parameters were used. What was that modelling trying tby the end of next year, so what option can we guarantee
achieve? which will be of value to the State of South Australia in terms

The Hon. R.I. Lucas: In all the work we have done, of competition and which will be ready by the end of next
modelling and other advice, the Government is interestedjear? From all those, Pelican Point and fast tracking came up
obviously, in a competitive electricity market in South trumps all the time in terms of being able to guarantee it.
Australia and competitive electricity prices. That is a key

priority. All our work has been looking at trying to reduce not [Sitting suspended from 6 to 7.30 p.m.]
all the work but a lot of the work in relation to the level of ]

monopoly power that the single monopoly generator had in Membership:

South Australia, and that was Optima. Ms Bedford substituted for Mr Conlon.

So, if the Government was interested only in maximising i o _
the value to the Treasury it would have just left Optima there  Mr WILLIAMS: I would like the Minister to provide me
as a monopoly generator. We would have got maximum valu®ith some information that | can take back to some of my
and we would not have fast tracked Pelican Point, becaug@nstituents. They do not involve the sort of broad philoso-
that is a big competitor and it will take away business fromPhy that the previous questions which I put to the Minister
our existing Government-owned businesses. We would hay@d. | expect that the Treasurer will be able to handle these
left National Power to fight its way through the morass ofguestions very simply, but | hope he will take a few minutes
Government departments and agencies to try to get it give me some information to take back to my constituents.
proposal up. This is in addition to dealing with local members  In relation to the proposed leasing of the ETSA assets,
and the fact that no-one wants a power station anywhere neg@nstituents have been asking me what will happen to the
them, with the exception, perhaps, of Whyalla. Of courseprogram of undergrounding powerlines in townships and
National Power did not want to go to Whyalla. suburbia. Will there be opportunities for councils and the new
So, if the Government was driven only by asset sale olessees of the ETSA poles and wire assets to continue with
lease proceeds it would not have taken those actions. Th#dergrounding under similar circumstances to that which
Government is driven by a combination, obviously, of tryinghas been happening previously?
to have a competitive market, lower prices and also, of The Hon. R.l. Lucas: The answer to the question is that
course, trying reasonably to maximise its proceeds from antie Government will continue, in broad terms, the existing
lease or sale. program with the PLEC committee, which oversees the
Mr WILLIAMS: The Victorian interconnect currently, undergrounding of some of the electricity assets. ETSA
| believe, has a capacity of 500 megawatts and | have heardfilities, which is the company now, contributes between
again anecdotally, that opportunities are there to upgrade ti§8 million and $4 million to undergrounding and, for
capacity of that line. Will the Treasurer outline to the approved schemes, local government contributes on a sort of
Committee why it was imperative to build Pelican Pointone for two basis. The total program, | think, is approximate-
rather than going down the track of actually upgrading thdy $5 million or $6 million, which is comprised of some local
Victorian interconnect to provide the extra capacity for Soutrgovernment funding and some ETSA Utilities funding.
Australia, particularly in view of the fact that another 80  The Government's commitment is that broadly we would
megawatts of capacity is being proposed (it is more thasee that particular program continuing at the same sort of
being proposed; it is being constructed) by Boral in thdevel that we have seen in the past few years. Obviously, we
South-East? have to look at how we would institute that in practice. | met
The Hon. R.1. Lucas: My advice is that the size of the recently with Roger Goldsworthy, who is the Chair of the
various proposals to upgrade the Victorian interconnect arBLEC. Mr Goldsworthy and the Secretary of the committee
relatively small—of the order of just under or over 100 put a particular point of view to me, as Treasurer, as to how
megawatts in terms of what the operators believe is possiblge might structure that. | am taking advice on that at the
The Government was looking at a quantum capacity aboveroment. We will look at that, but the bottom line is that the
that. In the end, National Power has indicated its willingnes$§sovernment will continue the scheme broadly in the same
to look at up to 500 megawatts. fashion that exists at the moment. There might need to be
In relation to interconnects, the Government is relaxedgome changes in terms of how the committee operates.
about and supports an unregulated interconnect with New In terms of the overriding principles of some central
South Wales. We would have the same view in relation to agontribution, whether that be from the company or from the
unregulated expansion of the interconnect with Victoria. IfGovernment, there could be some contribution from local
a proposal comes forward for an expansion of that, and if, fogovernment, some assessment about the appropriateness of
some reason, the private sector people see better value in tldaparticular scheme and then some agreement to go ahead
than in the New South Wales interconnect (and there areith the involvement of a committee such as PLEC. Those
some arguments as to why they probably would not), theorts of broad principles would probably underline the
Government is probably prepared to support those sorts gsovernment’s commitment.
proposals. Nothing firm has been putto us in relation to that. Mr WILLIAMS: My other question also emanates from
There has been some speculation on that issue. the local government sector and relates to street lighting. The
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local government sector in general has, in recent times igetting a reasonable rate of return for the business in terms of
particular (but it stretches back for a fair period), been quitestreet lighting.
unhappy about the level of maintenance of street lighting and  Through the Independent Regulator they will actually have
the cost that it incurs. | know that there has been quite a bior the first time some measure of control over the price that
of debate in recent times about the timeliness of letting thean be charged. That is different from the current circum-
authorities know when street lights are not functioning. Istances where, as we indicated early this year with the Rann
believe that ETSA has made a commitment to repair stregfower bill increase, through a direction to one of the busines-
lights within a certain time frame. However, local govern-ses we can increase power prices or charges by 20 per cent
ment has said to me that it is very concerned about where gvernight. It is not a question of coming to Parliament and
will be in future with a privatised ETSA. Would the Minister Vo[ing onitor issuing a regu|a’[i0n, it isjust a question of the
comment on this? power the Minister has to direct the particular business.
The Hon. R.|. Lucas: | am pleased that the honourable  pqya1ly, | could do the same thing in relation to street
member has raised this issue because the LGA has C'rCU|6,‘tﬁ&hting. I think an important message to go back to local
its concerns to all of the 68 or 69, or whatever the number isyqncils is that, contrary to the scare campaign the LGA has
councils. | continue to receive a stream of pro forma letterg,qapy trying to raise that shock, horror, they will be exposed
from the LGA expressing its concerns in relation to this areayy tne chill winds of the private sector, under the arrange-
Thereis a very good story to tell in response 'Eo the honouryents of the regulatory framework the Government is
able member’s question and the Government's proposals Wsapjishing for the first time they will have some measure of
this area. The first thing | would say in relation to currentinqenendent control over the level of prices that are delivered.
performance is a point | made privately in a conversation, af, terms of the codes, etc., that the Independent Regulator
least in part, with the honourable member in recent weeksets yp, nothing would prevent the Independent Regulator
ETSA Utilities would indicate that it has a pretty good from establishing certain standards for the performance of the
record—and | am happy on notice to give you the exache,, operators of the ETSA Utilities business in terms of
statistics and details—once it is advised of a street light bemg.;;epair of street lights, so that you have an indication that
out. The percentage of street lights that are repaired withiRgiain street lights ought to be generally repaired within so
five days or.10 dgys (and there might be two measures) fhany days, or something along those lines, in the majority of
extraordinarily high. | saw a draft response to the Portases, This is an issue that the LGA and local councils have
Augusta Council, I think, which had been complaining abouiyeen concerned about, and | think there is a very good story

thisissue. _ to tell in response to it and, in part, | have given that re-
The complaint had been that street lights had been out foponse.

many months and never repaired, and that that was ETSA'S
fault. ETSA's response has been pretty reasonable, | thinllfYn
and it is a bit similar to when the power goes out on afarmd
You ring up ETSA and complain about it and it sets aboutO
trying to repair it. If someone does not advise ETSA that thq

street light at the corner has gone out, it does not knOV\1. beli - : -
- . ! elieve demand will be likely to increase by about 500
Clearly, it is not possible for ETSA to know which street . ais “The letter is fromyDeutsche Ban>kl, the second

lights out of thousands are out at any time. What it needs ig, oot hank in the world. It is addressed to Premier John
advice and, when it is advised, its record of fixing it up within Olsen. and reads: ’

areasonable space of time is pretty good. And it keeps pretty
good records of this. I am writing this letter at the behest of Australian Steel Corpora-

ot : ; ion Pty Limited (ASC), to update you on the progress of the
So, the first issue is really somehow encouraging peopl ‘ompany in putting in place partners to provide financial and human

and councils, if people know these lights are out, to just ringesources to undertake the feasibility study including the detailed
ETSA and tell it, then we could measure whether or notlesign and engineering, financial modelling and financial viability.

ETSASs service meets the sorts of standards we would all like A number of major companies, both Australian and international,
to see. That might mean that we should better publicise whave entered into agreements with ASC to provide specific and

: ; ; general services pertaining to the delivery of the feasibility study.
people ought to ring. The councils, with one telephone Ca"Deutsche Bank AG (DBAG) is one of those companies and has

could nominate the 10 street lights that are out (or whatevefgreed to provide substantial resources for financial modelling,
else it is) on behalf of their ratepayers and we could havenalysis of financial liability and advice on commercial arrangements

them repaired pretty quickly. That is on the performance sidessociated with the project.
of things. A detailed analysis—
Thetlother is;;g th%_LGA h(;s com;f)Iainted i?plqutt'is thatdi&nd | want to emphasise this paragraph—
currently pays mition in charges for street Ignting an A detailed analysis of what is required for the professional

u.nd(.ar. a priyatised ind.ustry it WOl.Jld be potentially subject tQfeasibility study has been undertaken by DBAG. ASC has more than
significant increases in costs. Itis actually quite the reverseyfficient resources now available to it to commence this feasibility
At the moment, as Minister responsible for electricity, | canprocess once the final outcome on the land required for the ship lifts,

basically double or treble local councils’ costs with the strokesteel breaking and steel plant is known. | trust that this update is of
of a pen, by issuing a direction to ETSA Utilities to say thatyse toyou and your Government in its considerations of this project.
we will make a bit more money out of this. | am advised thatThe letter is signed by Nick Lattimore, Director, Head of

there is no restriction on the powers that | have under th&tructured Finance in this part of Deutsche Bank's oper-
current arrangements. Local councils will actually move fromations, which is the South-East Asian/West Pacific region of
a situation where they are completely at the mercy of @he world. By way of further explanation | simply say that

Treasurer, in my case, or a Minister in terms of the prices thahis is a serious project and one from which South Australia
they pay, to a situation where in the future the Independertould expect to gain thousands of jobs. In terms of capital
Regulator we talked about earlier will have responsibility forinvestment it is at least as significant as Roxby Downs and

Mr LEWIS: My question relates to the capacity, in the
mediate future, of the new order of generators to meet the
emand for electricity in South Australia. | make that point
y way of explanation before | read a letter, with your
ndulgence, Sir, which will only take a minute, through which
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in terms of annual revenue streams it is, again, equallat Pelican Point and 80 megawatts in God’s own country in

significant as Roxby Downs. the South-East with Boral, and they are specific guaranteed
For that reason, | ask the Treasurer if he sees any diffiproposals to proceed. In addition to that, we have two

culty in meeting the demands that such a business woulproposals, one the Government is supporting—TransEnergie

have, were it to start, for the supply of electricity any time infor an interconnector from New South Wales to South

the next couple of years. For an enterprise of this kind it willAustralia—and there is also the TransGrid interconnector. So

take, of course, at least a couple of years for the feasibilityve have two potential interconnectors, involving a ballpark

study and other arrangements to be concluded, and the othggure of 200 to 250 megawatts.

arrangements are significant. But in the event thatitwere to A honourable member interjecting:

succeed, and | hope that it does, does the Treasurer believe

that the State’s generating capacity can meet that demand? 1n€ Hon. R.I. Lucas: No, TransEnergie is an unregulated
The Hon. R.I. Lucas: Did the member mention in his 'Nterconnector which is the one the Government is support-

explanation how much power this proposal released? ing. TransGrid is the regulated interconnector. In terms of
Mr LEWIS: Five hundred megawatts. capacity, they are about 200 to 250 megawatts. They are both
The Hon. R.I. Lucas: Not from the word ‘go’ but under active consideration. Both of them cannot go ahead, but
eventually. one of them obviously will. The member for MacKillop asked
Mr LEWIS: From the word ‘go’ naturally it would start & questlon_earher. There has been some discussion—not as
smaller than that, in the order of 130 megawatts. advanced in our current understanding—maybe for about
The Hon. R.I. Lucas: Not knowing as much about this @nother 100 megawatt upgrade of the Victorian
proposal as the member clearly does from his discussiorjaterconnector, again we would hope as an unregulated asset.
with those involved with it, clearly as Treasurer, | am at a bit/VeStern Mining and BHP have said that they are actively
of a disadvantage as | do not have direct responsibility for thEonsidering a 300 megawatt capacity plant at Whyalla, and

project. | can and obviously will speak about the electricity! €N Provide no more detail than that.
aspect of the question the member has properly directed to Those proposals will involve 3 000 megawatts that exists
me. One thing | would say at the outset is that 500 megawat&nd another 580 megawatts, which provides a ballpark figure
is a hell of a lot of power. of about 3 500 even if all of Playford does not continue for
Mr Lewis interjecting: ever and a day. However, there are plans for that to continue.
The Hon. R.1. Lucas: | understand that, but itis a hell of Then you have the next level, that is, the proposal for the
a lot of power. I am not sure whether the following is on theinterconnectors. Proposals are already in existence that would
public record. | will not say exactly how much power is more than meet the horizon the honourable member talks
involved but, as a ballpark figure, it is almost five times theabout, even if it did turn out to be of 500 megawatts capacity.
required capacity of even the massive expansion we havEhat is about as much as | can give the honourable member
seen at Roxby Downs. That is the order of magnitude of thentil the Government can see a firm proposal in terms of
power suggested in this project. Those members who havgiantifying the energy demand. We cannot give a more
seen Roxby Downs will know that it is an enormous projectdetailed and specific response than that, other than to repeat
and those who have seen the expansion will know that itthat, if the proposal gets up and going, there will be people
power requirements are another quantum leap. Anything that the competitive market who will be prepared to build a
involves about a ballpark figure of five times the lump of new generating plant or interconnectors to meet the demand.
power that Roxby Downs is using is clearly a huge consumelf the demand is there, people will be prepared to spend
of electricity in any State. money to meet that demand.

The detailed response will obviously have to wait untilthe  \r LEWIS: Wil any of those people need licences or

Government has given some details of the proposal, and we,, they just enter the generators’ market?
can have our people look at the details of the power require-

ments and projections from the components and see whether 1€ Hon. R.I. Lucas: All generators will need licences.

or not we believe them to be accurate reflections of th&lOWwever, in the competitive market, the Government is not
amount of power and, again, over what sort of time frame!n @ Position to stop them for example, ultimately National
For example, if it starts off with 100 to 130 megawatts and-ower could have_bunt its power station at Pelican Point or,
builds up over a period to 500 megawatts, clearly that wilindeed, wherever it wanted to. The fact_that the Government
much easier for the State to handle. As long as there af@St-tracked the development opportunity in the best site that
reasonable time lines and projections, for those of us whi/€ Saw avaﬂable_bemg at Pellc_an Point was the reason it h_as
believe in the operations of the market the bottom line willgone in that location. In the national market, under competi-
be that we will move to meet the capacity requirements. OnHOn Policy, we cannot say, ‘We don'twant you to come into
should not look at what we have there and say, ‘That's all th outh Aus_tralla. They will have to meet licence requirements
will ever be there.’ If someone can demonstrate a viabld'oM the independent regulator for those sorts of require-
proposal, whatever it might be, and if it requires 130 to starfM€Nts but, if they meet those, they can all come in. However,
with and 500 over a period of years ahead and people af®y Will not all come in, because people will not spend
prepared to lock in contracts for it, people will build power $400 million on a 500 megawatt plant as National Power is,
plants in South Australia, even above those that we already?leSS they think there is the demand there to take their
have. roduct.

I will now talk in back of the envelope figures. Our ~ Ms THOMPSON: | want to follow up a matter from the
greatest peak demand on any one day was achieved in thieeasurer’s response to the member for Hammond. Accord-
past year and it was 2 573 megawatts, which equates toiag to the figures | took down, we now have about
ballpark figure of 2500 megawatts. Together with the3 000 megawatts generating capacity and the maximum
interconnector, we have an install and an available capacifyequirement to date has been 2 573 megawatts. Did | get
of about 3 000 megawatts. We have an extra 500 megawattisose figures correctly?
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The Hon. R.I. Lucas: Yes, except the 3 000is not just  The Hon. R.l. Lucas: The fact is that some people in the
generation capacity; it is available capacity, including thepast, because of the price of electricity or the tightness of
interconnector, which is 500 megawatts from Victoria. their own finances, may have turned the airconditioner on

Ms THOMPSON: We are told that by the summer of only when they came home or turned it on only for certain
2000-1 we will be at risk of serious outages if we do not haveperiods because of the price, but there is certainly some
the Pelican Point power station of 500 megawatts at leaglvidence to indicate that they are leaving it on for longer
partially on stream by then. Where will the expected growthperiods. Speaking with some experience of teenage children
of 20 per cent come from? who leave on airconditioners and heaters all night in their

The Hon. R.I. Lucas: We need a reserve margin of room, increasing numbers of airconditioners are being left on
250 megawatts. We have tried to have a reserve margiior longer periods.
greater than that if we can, because if, for example, one of our |n terms of the growth, if the figure is 8 per cent to 10 per
big units has an outage and we lose 500 megawatts efent (I have not done the calculation) over a two year period,
capacity or thereabouts, we obviously need to have some sarhas not been out of that ball park in recent summers. | shall
of reserve margin so that we can still keep generating. Ope happy to bring back some figures and put them on the
peak days, when everything is pumping out electricity atecord. On that basis we have seen figures of 4 per cent or
maximum capacity, you obviously need some sort of reservg per cent a year. It is my recollection that we have seen
capacity within the system. NEMMCO, the national regula-recent summers where we have seen that growth and then
tory authority, sets what it believes to be appropriate reservéome in some summer periods in terms of the peak jump in
margins and, with the sort of growth we are seeing (we ardemand. That is the problem for a State like South Australia.
almost 2 600 and if you add 250 it is 2 850 so it is gettingwe have the peakiest demand in February of all the States,
awfully close), and if we have an outage we are in the dangesecause it jumps quite extraordinarily compared with average
zone period where we may well have to have either phasegemand, which might be about 1 300 megawatts.
brown-outs or black-outs during that summer. Growth has
been enormous in terms of demand. We have peaking Additional Departmental Advisers:
demand growth. The figures show that last year some 40 000 wr K. Tothill, Chief Executive Officer, Electranet SA.
airconditioners, or something of that order, were purchased, R Morgan, Chief Executive Officer, SA Generation
whereas a couple of years ago it was only 20 000 or 25 Oo%orp. ' '

The growth in airconditioners is significantly growing

electricity demand, in particular, in the hottest months of 16 Hon. R.I. Lucas: We are talking about a peak

January and February. You cannot just look at the capacityemand which is almost twice the average demand that we
if everythm.g is operating at 100 per cent and there iS N ave in our market. Other States do not have that big disparity
breakdown: you have to look at your demand and growth anfla\veen average demand and the peak level of demand. We
;V(?l?rtl'; ﬁ‘srzfg‘ggi?le level of reserve capacity should one gy to install capacity for that peak demand. There are other
. . - things we can do. People are talking about demand education
Ms T#Cf)'\éIPSON' | understand ‘3” that. It stil a.I’ItICIIpate.S. and trying to get people to turn off their airconditioners and
agrowth o eM«sien 8 p;]er centand 10 perr?_elznt ine e%”g'%erhaps have timers rather than leaving them on all day while
consumption in less than two years. While | would beye, haye gone to work and at night time. Perhaps they could
overjoyed to know of some industrial establishment which,o 4 rned on an hour or so before people get up in the

W.OUId rgquire that., it is. hard to comprehend that dOmeSﬁ(l:norning. | am sure the Chairman, as the former Minister for
airconditioning units will require a growth of 8 per cent 10 \he Environment, would be well aware of these sorts of
10 [;]er centin povxer. Given that S.eelef is my electorate, 4 ments. From the electricity industry viewpoint, it makes
am happy to see those units being installed, but every persg&od sense for us to talk about those sorts of ideas rather than

in Fhe southern suburbs WOl.Jld hayg a job if Seeleys wer aving to install more and more capacity just for a few days
going to produce that many airconditioners. Can the Treasu[ 5 particular year.

er be a bit more specific about the extent to which that is
really reflected by domestic airconditioners?

The Hon. R.I. Lucas: It is probably the biggest factor that
is generating growth and demand at the moment. Itis not ju

The reality at the moment is that, if we do not have it, if
it is 40 degrees on the fourth day in February and air-
i)nditioners and lights go out, | know who will be blamed for

those 40000 airconditioners that were purchased la . It will be the Government and the Minister responsible in

summer. As | said, one or two summers prior to that it was rms of not having engugh installed capacity.

about 20 000. That is how big the growth has been in terms ™S THOMPSON: I invite everyone to come and sleep

of domestic airconditioners. Many people add anotheP" the southgrn b_eac_hes.

domestic airconditioner as they get more money, and people Members interjecting:

can end up with two or three, with one in the kids’ roomand The CHAIRMAN: Order!

one in the family room; they are poking out of windows Ms THOMPSON: My next question relates to another

everywhere. One must also bear in mind that we have seaspect of the lease of our electricity assets. It relates to the

evidence that in recent times, with increased disposableeigh Creek coalfields. | am sure the Treasurer is aware that

income, more families are prepared to leave on their airduring a brief investigation by the Public Works Committee

conditioners for longer periods. into the repair of the coal dumping bridge at Leigh Creek the
Ms Bedford interjecting: committee was approached by many members of the public
The Hon. R.I. Lucas: Some of them are gambling itand who had concerns about the general operations of Leigh

some are spending it on electricity. Obviously, there iCreek, and this essentially came down to two aspects, both

enough money for a number of them to do both. of which are controversial and which require a lot more work
Members interjecting: to be clear, from my inquiries in any case, as to just what the
The CHAIRMAN: Order! situation is. Those two matters relate to health and safety and
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the value of what some describe as the overburden and othersmmercially viable to move to the production stage. That is

as the oil shale reserve. different from the notion that there is no value to the asset.
Given that these matters have been referred to a parlidhe position that Flinders Power put to me is that, having

mentary committee which has not yet reported but which willdone its work, it does not believe that it is commercially

have an impact on the value of the asset, my first questioniable at this stage.

relates to how, if in the unfortunate circumstance that some | the last couple of weeks the member for Hammond has

connection between various illnesses that were reported to thigit a further point to me. As always, | listened intently to his
Public Works Committee in respect of the work at Leighargument, although | do not always agree with him, as has
Creek is identified, how will current, past and future workerspeen apparent on a number of occasions, and we sometimes
at Leigh Creek be protected in relation to compensatiomave vigorous differences of opinion. He has put a point to
liabilities? _ ~me, | have considered that and | am taking some further
The Hon. R.I. Lucas: | have taken advice on the previous advice. | am not in a position this evening to indicate
question. We will bring back figures but | am advised thatanything other than that the advice that my commercial
some of the average growth figures that we have seen lyency has given me is that it does not believe that it is
terms of peak demand have been of the order of 4 per cent @gmmercially viable.
S0. In one period about two years ago we think the percentage |, yerms of valuing our assets, one of the issues that is
was significantly higher than that. However, we will get thej o rtant from the Government's viewpoint is that we have
exact figure. s much information as possible about all of the assets that
The member spoke about 8 per cent to 10 per cent growifig a6 apout to lease. One of the points that | made to the
over two years and, because of the factors that we talked o her for Hammond was that, if he has a view, as he

about earlier, it is possible that we could see that sort 0f a1y does, that the Government in its various guises, be it
growth in peak demand for electricity. The honourableg SA, Optima or Flinders Power, has not seen the commer-

member also raised a question about the health issues | : : :
: : - value of this (I am not saying that | agree with that), the
Leigh Creek, and | have with me three pages of deta"legi;rt of people that we are talking about running our oper-

information on this subject, all of which have been put down, ;oo e commercially sharp. They are well used to

by various Ministers for Health and a variety of others as aoperating in the commercial world and, if there is value in an

result of debates in the House of Assembly and variougqqes “they will make some pretty hard decisions about
committees. On this occasion | will not read all those?xploiting that value

statements into the record, but a key conclusion of the firs . . . .
y It might be that new private operators will take a different

Job Fit report of 21 September 1998 was that the worker. R ;
health monitoring program has shown no incidents of/"®W about the commercial viability of this resource. All | can
significant work-related health problems. A variety of otherSaY IS that, at this stage, my commercial advice is that that is

references have been collected over the years on this healfflikely to be the case, and that commercial advice has come
issue. rom Flinders Power, and Optima prior to that. We will

The member raised the issue of legal liability andfurther explore this issue as we look at the leasing of our

; ; sets. Flinders Power will be further down the track. The
postulated a set of hypothetical circumstances where th . o
would be an issue. That is part of the due diligence work that'St 1ease (I:'Okmlra(t:t Is ETSA tJnItl;[]lesfgn(l:I EtTSA Po]:/vler, and
the Government is currently undertaking. One of the reasonfd¢ @€ uniikely to move into the ninal stages of leasing

why we need the very best, highly paid lawyers from aroun linders Power until the early part of next year. There is still
Australia to provide us with advice is to ensure that not just.some time to see whether we can throw any more light on this

in this area but in all the areas relating to legal liability, asS'tuation and, if we can, the Government will then make a

best we can, the Government's position is protected and tHg"ther decision based on the advice that it receives.
rights of individual employees are protected as well. Itisa MrWILLIAMS: My question to the Minister is based
balancing act and it is one of the issues that we are current§n page 8.10 of Budget Paper2 with regard to ETSA
taking advice on. | am not in a position at this EstimatedJtilities. ETSA Utilities has been responsible for power
Committee this evening to indicate the Governmentdistribution, whatis commonly known as the poles and wires
concluded view as to how it will seek to resolve the issue. business of the ETSA assets. In regional South Australia
Ms THOMPSON: My third question relates to a possible there are problems with the distribution network because,
happy scenario, whereas the last one related to a veMith economic development, many industries are demandmg
miserable scenario, and | refer to the value of the oil shaleAccess to three phase power, whereas most of the network is
| am aware that a report is held by Flinders Power, which haBased on providing mainly lighting and heating rather than
not been publicly released, which indicates that there is ngnergy to drive more than three horsepower electric motors.
value in what is described as the overburden, which is about is also based on the old single wire earth return network.
80 per cent of the matter at Leigh Creek. However, othe¥Vhen some of my constituents approach ETSA Utilities to
reports indicate that there is a value, particularly as the abilitpe supplied with three phase power, they are told that they
to distil the fuel locked in the oil shale becomes available. Mywill be responsible for the cost of putting in that power.
question relates to the way in which that matter will be  Recently, in response to the South Australian Regional
clarified, if at all, before any lease takes place so that the truBevelopment Task Force recommendation that the Govern-
value of that asset can be taken into account in the lease. ment contribute $15 million annually into a regional infra-
The Hon. R.I. Lucas: This is a matter that, as members structure development fund, the Government has agreed to
would be aware, the member for Hammond has pursued fguut $4.5 million over the next three or four years into such a
some time in discussions with me and in his Public Workdund. A constituent of mine has been told by ETSA Utilities
Committee role. The advice to the Government is not thathat, in order to have access to enough power for his 10 year
Flinders Power does not consider that it has no value but thalevelopment proposals in my electorate, he will incur a cost
Flinders Power does not believe at this stage that it i®f $7 million. In contrast, the Government is talking about
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investing $4.5 million on an annual basis into a developmentvas, indeed, the case and they were also looking at some
fund for the whole State. other areas.

Under the national electricity market, with its regulated The Government'’s response, therefore, has been, as the
power distribution network, will it be easier on businessesionourable member has indicated, that if we are to try to
that wish to operate in regional areas to become connected sobsidise regional development—we are a Government that
the network? Will they still be required to find all this money wants to see regional development—we ought to be up front
up front to be connected or, because of the regulated natuead transparent about it. So, we have put it aside for forever
of the new lines that have to be constructed and the fact thaind a day, not just for three years: locked into the forward
they will return a regulated profit to their owner, will that estimates is this $4.5 million a year as a development
mean that the owner of the poles and wires network, wheimcentive for regional developments. Coming from Mount
developing that infrastructure, will find that capital cost andGambier, | can remember the Labor Government days when
obviate the need for individual investors in rural areas to findt offered, | think, payroll tax and land tax concessions to
millions of dollars to connect to the network? Fletcher Jones to establish in Mount Gambier. The Govern-

The Hon. R.I. Lucas: No, | will not sit here this evening Mentin the future will be able to look at the sort of incentives

and indicate that it will be easier for the member’s constituthat it offers to various businesses, and it may well be that it
ents. | might like to, but | think that | might as well be frank Subsidises in part, in a transparent way, the cost of connection
in relation to the operations of the market. What we ard© & network for a particular development.
seeing in terms of the operations of the national marketis an Clearly, the Government, with $4.5 million a year, will not
endeavour to have customers who are seeking upgrade loe able to give the member’s developer $7 million. If it does,
who are connecting to the grid to pay, | suppose, most of tha lot of other people will miss out in other parts of rural South
cost of the connection. There is obviously some rebate again8ustralia. So, clearly, the member’s developer (and | am sure
it—I think that the first year’s revenue that comes from thethat he or she is doing it already) will have to look at other
line is generally, under current policy, used as a rebate againsiays of meeting their particular problem, or resolving their
the total cost of connection to the network. particular problem—whether that means a different location,
| had received a number of complaints from peo|[,|eorwhether i; is something else that they can do together with
wanting to go ahead with various regional developments, angPme subsidy from the Government if the Government
the concern was that the prices had increased under ETS@€cides that it is a project that is worthy of taxpayer-funded
I think it is true that, in recent years, there have been pric&Ssistance. Again, itis for DIT to decide, but it may well be
increases, but they have been price increases which haffeat it is the number of jobs it generates or the amount of
reflected, or have removed, | suppose, the element of cro¥3/ue adding that it adds to a particular product range. They
subsidy that used to exist. What used to happen was that tHéll be the sorts of issues, | suppose, when DIT looks at a
member, as a domestic consumer, or all of us as domesti@nge of potential projects for assistance or subsidy, and |
consumers, paid higher tariffs to cross subsidise and tould imagine that it would pick the ones that offer the
provide a cheaper cost of connection to the network for som@reatest value or the greatest number of jobs in terms of
of these big development opportunities in terms of connectiofevelopment.
to the network. So, there was a cross subsidy. It was not any | am not in a position tonight to say that, come the full
cheaper to do it—it still cost someone—but the cost waghrottle of the national market, it will be any easier for the
being spread among the member’s constituents and not tmeember’s operators. However, | do not believe that it will be
ones who were going ahead with their $7 million develop-any harder than it is currently under ETSA. ETSA is a
ment. The rest of the farmers and others within the member'sorporatised entity that has moved into the national market
constituency and elsewhere were having to pay higher costad is charging what it believes to be full tote odds under its
to subsidise these connection costs. Part of the wholeurrent pricing policy for connections. Under the Regulator,
argument about national competition policy and the nationalve would see a very similar policy continuing with private
market has been to try to say in a reasonable way what is theector operators.

true cost of connection and how can that be met, in large part, nr \WILLIAMS: Might I tackle the same question a little
by the individual developer as part of their particular gifferently, because | do not know that the Treasurer has
development. grasped what | am trying to get at. | will give an example of
When | received a lot of these complaints | had a studya situation in which | am personally involved. Under the
undertaken. | said, ‘Here are the half a dozen or dozenurrent arrangement, | have gone to ETSA in the South-East
proposals that we have in South Australia and this is whaand | have said that | want a transformer put on a three phase
ETSA is proposing to charge. You tell me, in a similar set ofpower line that runs through my property. | have been given
circumstances in Victoria and New South Wales, what wouldh quote: | have to buy the transformer and pay for the
the authorities there charge.” The analysis that | received wasstallation of the transformer. Then | can tap into it and draw
that, in every case in Victoria, the cost of connection wagower off a major high voltage three phase line. In doing so,
higher and, in most cases in New South Wales, the cost df is my understanding that, once | have paid for that, the
connection was higher than the ETSA recommended cosbwnership of that transformer, even though | have paid for
That was evidence for me that it was not ETSA in Souththe full value of it—purchased it—is vested in ETSA
Australia ratcheting up the prices unreasonably compared tdtilities. In taking over that ownership, it also takes over the
what would occur if those businesses were trying to develofuture maintenance of that apparatus. My understanding is
interstate. | sat down with representatives of one business giso that that will go onto the regulated value of its asset and
the member for Hammond'’s area and they said to me that if will derive a regulated income from that asset. If | was
they went to Victoria this would be much cheaper. We did thenvolved in paying, say, $7 million (which is the example that
figures and found that it was actually an increased cost. Whdrgave earlier), which involved building a power line, would
| then spoke with the proponents, they acknowledged that th#at be vested in the new lessees of these assets, and how will



92 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 23 June 1999

the Regulator assess who derives the income from that assatich more | can add to the honourable member’s supplemen-
value? tary question.

The Hon. R.I. Lucas: | thank the member for the =~ MrFOLEY: Treasurer, can | thank you for your indul-
clarification of his question: | believe that we have a prettygence in allowing me to depart to the other Committee
clear answer. In the case that the member is talking about, ifriefly. | must say, Treasurer, just quickly as a preamble to
the cost of the project is $7 million, there will always be amy question, | can now understand why you are having
cost at the moment for ETSA Utilities, or for the new troubles with Ministers and the management of their capital
operator of ETSA Utilities. So, maybe that cost is $3 million,works budget. For your information, the Ethelton and
and it might be a $10 million project: the distributor says thatSemaphore Park Primary Schools will be funded in this
it will pay $3 million and the member’s developer friend will year's budget, and the money is coming from a new line, |
pay $7 million. understand, called slippage.

It is correct to say that the asset remains the property of Members interjecting:
the distributor, but the distributor does not get a regulated rate e CHAIRMAN: Order! Does the honourable member
of return on the $7 million private sector contribution. So, theh@ve a question of the Treasurer? ,
honourable member’s question was: someone else pays for M FOLEY: Yes, I do, Sir. I just feel frustration for the
the $7 million, yet maybe the utility company gets a regulated ré@surer in trying to have his Ministers properly manage
rate of return from the regulator on the $7 million. | am their budgets. Treasurer, | would like to come back to the
advised that that is not correct. They will get a regulated ratghatter of consultants. In relation to the success feg that vy|II
of return on whatever they have contributed in their asse?® paid to the consultants, can you please advise which
base, which might be the $3 million. So, if they put in consultants will being achieving a success fee, and what will
$3 million and the developers put in $7 million, my advice that success fee be?
is that they will get a regulated rate of return on their The Hon. R.l. Lucas:In part, | can refer the honourable
contribution, which is the $3 million. They will not get a Member to the press statement, which he was reading, |
regulated rate of return on the developers’ contribution ofinderstand, earlier today, where | indicated that only two of
$7 million. But the asset will belong to and have to pethe consultancy groups will receive success fees; that will be

maintained by the utility company. Does that answer thdhe Iead_advisefs, Morgan Stanley and Pacific Road, and our
member’s question? accounting advisers, KPMG.

. : Mr FOLEY: That is three.
Mr WILLIAMS: To quite an extent. Further to that, it ) o
was put to me, indeed by one of your colleagues, that one of | "€ Hon. R.l. Lucas: Morgan Stanley and Pacific Road
the benefits to regional South Australia, by moving to gre a consortium; they bid together and get paid together.
privatised scenario—and this was before the lease idea real yOV'\\/’I ”;%3" d'\."?e It utp |s.up to them. Itis one—
took off—was that because of the regulated return it would rroley interjecting.

encourage some private owner to invest, because he wasd-.rh? Hdo'n.trl?.ll. LLt’?E‘asi:. T?e G%"emmemthw'"’Eaf.’ It
guaranteed sea 7 per cent return and he would be willing, Indicated in the fast Estimates and again In these estimates,

gt the end of each year or at the end of the lease process
publicly account for all the money, including the success fee
R . thatis payable. At this stage | am not prepared to indicate the

Tkl)e Hon. R.l. Lucas: This is the operator of the busi- details of the commercial contract that we have with Morgan
ness: . Stanley, Pacific Road and KPMG.

Mr WILLIAMS: Yes. I_ am talking a_bout the lessee of  \ir FOLEY: As a supplementary question, | do not think
what we now call ETSA Utilities, not the investor who wants iyt response is satisfactory. The public deserves an answer
to draw power off it. My original question was: will it be  apoyt the success fee. | am advised that the Treasurer was
easier for investors, because the new lessees might lP@cently heard on, | think, Radio 5AN, when he indicated a
inclined to actually come up with the whole of the cost offigyre of 1 per cent as a possible success fee. That could be
providing the connection? a sum of $50 million to $60 million. Other people have

The Hon. R.1. Lucas: This is an extraordinarily compli-  indicated a 2 per cent success fee, which ultimately would be
cated area in terms of the asset base and the decisions that fhexcess of $100 million. | do not think it is an inappropriate
regulator will ultimately have to take. Having comprehensivequestion for the Opposition to place on the record to the
ly answered the honourable member’s last question, as he hgeasurer. One should indicate before a fee is paid on what
indicated, at this stage the best | can indicate in relation to higasis that fee will be calculated. That is not something which
supplementary question is that, if the distributor, the nevshould be too difficult to answer, | would not have thought,
operator of ETSA Utilities, and the particular developer carand something about which the public has a right to know.
convince the regulator that it should be part of the asset base The Hon. R.I. Lucas: It is not inappropriate for the
of the distribution company, in those circumstances there wilbpposition to ask the question and it is not too difficult for
be some greater encouragement for regional developmenine to answer. | am indicating that | am not prepared to

To a degree that answer begs the question as to how ya@nswer. At the end of the lease process | will, as | have done
will be able to convince the regulator, and what criteria theoday and as | did last year, publicly account for all the
regulator will set up, to ensure that he or she accepts it as partoney that the Government pays to consultants. No-one can
of the asset base and therefore earning a regulated rate @fticise the Government in relation to this particular process.
return. By and large we will set up the framework for thatWe have been open. We have been accountable. Without the
with some of the legislation, but in the end some of theseeed for questioning, | have reported on all the costs that have
decisions will obviously be taken by the independentbeen paid to our consultants over the past 12 months and then
regulator and we will have to see how he or she operates iagain prior to that.
relation to some of these detailed issues. | am afraid, after a At the conclusion of this process, | will publicly account
long discussion with my small team of advisers, there is nofor all the payments made to the consultants, including the

provide the whole of the upfront—
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success fees that will be payable. | indicate to the honourabhlgifferently to most other businesses, or perhaps you wanted
member that he has been misinformed by whomever iiit to look like it was a reduced dividend. If one looks at table
relation to my indicating that success fees might have bee®.1 and at the combination of both the dividend and the
1 per cent or 2 per cent. What | have said, and | have saidstimated income tax equivalent for 1998-99, you have a sum
again today, is that the total cost of our consultants, includingf around $155 million. The equivalent sum for 1999-2000
success fees and various other costs, is estimated, | hasteng&235 million, so we are talking in terms of an approximate
say, to be in the ballpark of approximately 1 per cent to 2 pe$80 million increase flowing through in both dividends and
cent of whatever the total lease proceeds might be. Thiacome tax equivalents.

percentage, of course, depends on what the total lease Mr Foley interjecting:

proceeds eventually turn out to be. | have certainly never The Hon. R.I. Lucas: It is $80 million. You have a

indicated any figure for a success fee publicly and | do n0g; oo mjllion Rann power bill increase that is feeding through
intend to do so. | have certainly not indicated a success fegrgp Corporation. In those figures you can see about
of 1 per cent or 2 per cent. $80 million of it, and that is because there is a lag in tax
Mr FOLEY: The Treasurer makes much play of the factyayment in terms of the tax payments from year to year not
that he has done the right and decent thing to table and to %arfectly corresponding. The years when the tax payments are
open and accountable about the costs at the end of & givgRge do not perfectly correspond with the particular years in
year. Well, Treasurer, you must. It is not as though you argyhich they are incurred, so there is a lag effect there. Some
doing the State a favour. You are required, as the processgg-ga power losses have also been factored in for that year.

of government dictate, to account for your expenditure at the One of the other members referred to the particular section
end of a given year. It is not really a big gesture. In the past P

- RS n the budget papers that refers to ETSA Power’s projection
two years you have given an indication of what the forward ange for 19998-2%00 and we have indicated publicﬁy tJhat we
estimates would be for consultants. Admittedly, last year, OF1ave factoredina Ios:s of $30 million, which was somewhere

the beginning of this year, you got it horribly wrong. What S
figure are you factoring into the forward estimates forless.than the rmdpomt of that range. The range was from a
profit of $2 million to a loss of just over $70 million. The

1 T 1 I)
consultants' fees for the next 12 months financial year? budget papers incorporate it as being a little less than half

The Hon. R.I. Lucas: It is a good try from the member - .
S - way, a loss of about $30 million dollars, which also has to be
for Hart but | am not indicating what we are predicting Orfactored into these figures.

estimating for the next 12 months in relation to consultants i ) . .
fees. We will publicly account and report at the end of each Mr FOLEY: The sense of rubbery figures is settling on

year or at the end of the process, whichever comes first, t8€:_The Olsen power bill is $100 million, not $80 million:
total costs, including success fees of all our consultants. e Treasurer said $80 million. If we take $100 million off the

Mr FOLEY: | would like now to raise the issue of the dividend of $167.4 million, that leaves us with a dividend of

dividends and profit for ETSA Corporation. The forward $67.4 million. Thatis a 30 per cent reduction on the previous

estimates indicate an increase in expected company t&€ar atatime when ETSA s returning a quite significant 18
equivalents but a decrease in dividends. per cent profit increase. | find the Treasurer’s explanation

The Hon. R.I. Lucas: What page? odd: it just does not make sense.

Mr FOLEY: |thought youwould ask me that. Itappears ~ The Hon. R.l. Lucas: | find the honourable member’s
in Budget Paper No. 2, which refers to return from utilities.questions odd, too. It is very hard to understand what he is
Your officers should find it quicker than | and perhaps wherifrying to say. | will provide a full, more comprehensive
they do they can tell me. Treasurer, you are forecasting EeSponse in writing for the benefit of the member. | will give
dividend reduction from ETSA whilst forecasting an increase? broad overview of the detail that will come. One of the
in company tax equivalents. | am missing something in alproblems with the member’s conceptual understanding of
that. Unless there is a flow through of the ETSA tax, whichtable 8.1—and we have just worked our way through the
you budgeted into profit, | would like an explanation as toquestion we think he was asking—is that, if we are talking
how the profitability of an organisation could increase but theabout a ballpark Rann power Bill increase of $100 million or
dividend to Government decreases. Does that mean th&®@, out of that comes the ballpark income tax equivalent of
significantly more is kept in respect of retained earnings oB6 per cent. So, in ballpark terms, a third of that is an income
are these figures perhaps not as correct as they should betax equivalent and the $65 million—or whatever that number

The Hon. R.I. Lucas: The honourable member will have might be—is ballpark extra dividend. When one looks at
to clarify what tables he is looking at. Certainly the dividend1998-99, $103 million, and 1999-2000 at $167 million, one
is projected to decrease from— sees that it is broadly consistent with about a $65 million or

Mr EOLEY: Table 8.1 indicates an ETSA dividend for $64 million increase. The member was taking $100 million
1998-99 of $100 million, and in 1999-2000, the dividend isOff $167 million and saying, ‘You got your power bill
$167.4 million. | assume that $100 million of that figure is increase; therefore, your dividend in 1998-99 equivalent
your Olsen-ETSA tax flowing through in dividend. However, would be only $67 million.’ That is one of the issues that is
if one comes across to ‘estimated income tax equivalents’ orgausing some difficulties in his understanding of this table.
can see that in 1998-99 it was $52.7 million and in 1999-2000 So, there is broadly the $64 million or $65 million
the income tax equivalent is $68.7 million. Income taxincreased dividend from the Rann power Bill increase. | am
equivalent, | assume, is based obviously on profitability otold that the extra $36 million—and I will have to get more
the organisation. My question is: how can the business béetail on this (and it was the issue | referred to earlier)—is
more profitable next year but pay a significantly reducedot actually all paid in income tax in 1999-2000. There is a
dividend? Are you retaining earnings at a higher level or antag impact. A good percentage of the $36 million is not paid
I not understanding the fundamentals of business? | thouglaicross until the year 2000-1. The officer from Treasury who
that, strangely enough, when you made more profit yous the expert in the tax equivalent regime is not here at
probably made a greater dividend. Perhaps ETSA rungresent, but a good percentage of that extra $35 million or



94 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 23 June 1999

$36 million is paid in 2000-1, so we would see that broughtoe impacting on our dividend flows and other issues. The

to account in 2000-1 rather than 1999-2000. world has moved on since the budget documents were
I am told the other issue that serves to complicate thigroduced.

further in terms of the income tax equivalent increase which Mr FOLEY: | appreciate that, but the integrity of the

is shown there from 1998-99 to 1999-2000 of $16 million isprinted word in the budget papers is a principle that must be

that in the Victorian Supreme Court there has been a one-otfpheld.

impact decision which has an impact, having used that court The Hon. R.I. Lucas: It is.

decision as a precedent, of about an extra $5 million to Mr FOLEY: We will wait and see. | now move to issues

$6 million in sales tax. | am advised that, whilst this headlinerelating to power stations, such as Pelican Point, etc. You

says ‘estimated income tax equivalent’, it does includeyvould be aware that the deputy head of the ACCC, Mr Asher,

wholesale sales tax equivalent as well. So, in theecently made a statement as reported infietraliana few

1999-2000 figure, you will see a ballpark sum of aboutdays ago. The report states:

$5 million to $6 million extra, not as a result of any judgment  Agher nominates the recent South Australian push to build a

about profitability and the income tax to be payable but as 8400 million power station on the outskirts of Adelaide—

result of the Victorian Supreme Court decision worth about, . quite the outskirts—

$5 million to $6 million. desoit s of the border in New South Wal
. : despite a surplus of power across the border in New Sou ales as
| also make the point that the Government also provi ust one example of the continuing misallocation in the energy

sioned, as we have indicated in a number of other areas, ffarket.
a ballpark loss of about $30 million on ETSA Power. . .
ETSA Power is brought to account within this line of ' ¢ article goes onto say:

; The New South Wales and South Australian Governments have
ETSA Corporation. The way the Government has done theB[een talking for the past year or so about links between their grids,

in terms of the dividends is that for 1999-2000 it has set gt asher is sceptical, given the push to get a new power station built
higher dividend rate, which is contrary to where the membegven if the private sector is involved.

was trying to head, for ETSA utilities in 1999-2000 than in .
1998-99. | refer the honourable member to page 8.10 Wher-léhe report goes on:
we have highlighted this, as follows: AusF:gI?ae?gg;i éR%tf g‘gv‘\’l"e LSouth Wales has a surplus and South

ETSA Utilities is expected to pay a distribution dividend and .
income tax equivalents of $94.5 million in 1998-99, dividends set1€ Says that they could have been able to acquire large
at around 80 per cent of net profit after tax, and $135.5 million inamounts of it at a very good price. | spoke to Mr Asher
1999-2000, dividend set at 100 per cent net profit after tax. following that article to understand his concerns, and he made
These figures show that in 1999-2000 the Government i Very clear to me that he found your Government's decision
taking 100 per cent of net profit after tax out of the ETSALO be building further generation capacity a strange one and,
utilities as a dividend, whereas in 1998-99 we took onlyffom his point of view as deputy head of the ACCC, he felt
80 per cent of net profit after tax out of ETSA utilities as athat the interconnector was the way to go.
dividend. Can the Minister give a categorical assurance that the

The dividend as a percentage of net profit after tax ig30vernment's decision to build a new power station will
higher next year. As | said, in part that is because ETSAesultin lower power prices for manufacturing, industry and
Corporation includes ETSA Utilities and ETSA Power asresidential users in South Australia thanis currently the case
well. I will take further advice on this issue and, if there is @nd would have been the case if an interconnector with New
anything further that | can usefully add to the reply, | will put South Wales had been built? We can work out what the pool
it in the written responses to questions. Indeed, if there igice is in New South Wales. Will you give a guarantee that
anything in terms of the exact numbers that | need to corredhe Pelican Point power station will drive our prices to a
or clarify, I will do that for the benefit of the member for Hart Position where they are competitive with what is on offer on
and other members of the Estimates Committee. the eastern seaboard? .

Mr FOLEY: | will look forward with interest to your The Hon. R.l. Lucas: The Government will guarantee
detailed written response. If the Treasurer checks th&hatwe will have a more competitive price structure in South
Hansardat the beginning of my question, he will find that | Australia thar_1 would othe(W|se he_lve been the case without
asked whether the $100 million of the Olsen power billthe construction of the Pelican Point power station. | am not
increase was paid through dividends or through the incom@oing to sit here this evening and guarantee the operations of
tax equivalent. | asked you to clarify that at the outsetthe national marke_t. Itis not possible for anylnd|V|dua_I, even
Notwithstanding that, I still find your answer a little difficult Someone as omnipotent as the shadow Treasurer in South

to follow. On page 6.14, on a couple of occasions, it statesAustralia, to guarantee the operations of the national market
Income distributions from public trading enterprises will in(:rease.and the competitive market. The Government wants to see a

more competitive electricity market in South Australia. Much

It goes on to say: of what the Government has sought to do in the past
Projected dividend streams from the electricity entities have beefi2 months has been consciously geared towards the construc-
revised down taking into account the power bill increase. tion of a competitive market in South Australia. One of the

In that passage it talks about the Olsen power bill increaskig problems that South Australia has, as opposed to New
coming through dividends, or at least that is the way | readsouth Wales and Victoria at the moment, is that we have a
it. | asked from the outset whether the Olsen power bill cameery tight supply and demand balance about which we talked
straight through dividends or profitability. | look forward to earlier this evening.
your detailed answer because | am still unsure what you are Our capacity and our supply are close whereas, in New
doing. It still looks a tad rubbery to me, but | may be wrong.South Wales and Victoria, there is significant excess
The Hon. R.I. Lucas: It is a tad hypothetical at this stage. capacity—I might say also built at great expense and cost to
We do not have the Rann power bill increase and it will notaxpayers in those States. We have sought to increase
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capacity in South Australia, and the Government is relaxethy the end of next year. The Government has got itself into
about whether or not that increased capacity comes frorhat position. | do not disregard the need for extra generation
generation and/or transmission. We do not have a fixed viewy the end of next year but, as John Olsen said in Parliament
that it should only be generation, as | indicated in responsi 1994 or 1995, ETSA knew of the demand requirements for
to the earlier questions. We are supportive of the notion of athe year 2000. The Government has known for five to six
interconnector with New South Wales and we will beyears that South Australia would need extra capacity by that
delighted to assure Mr Asher and the ACCC, as we havéme.
indicated in the past but will do so in greater detail, of the The Premier was an advocate for Riverlink and much
Government’s commitment to see an unregulated intereould have been done had the Government advanced those
connector linking New South Wales with South Australia. issues earlier in the piece. The point | come back to is that the
Indeed, in the Transenergie proposal, the company whiclireasurer is unable to give me an assurance that our price of
is building an unregulated connector between New Soutblectricity in this State will be competitive with that of the
Wales and Queensland, we have under active considerati@astern seaboard. The Minister is simply saying that it will
an interconnector between New South Wales and Southe more competitive than it is now.
Australia. We will also be delighted to explain to Mr Asher ~ The Hon. R.I. Lucas interjecting:
that the only way the Government could guarantee additional Mr FOLEY: |am notin Government and | do not have
capacity by the end of next year is through the fast trackingll the facts and figures. What | do know is that the Govern-
of this power station at the magnificent site down at Pelicament has given Pelican Point a 20 month retail contract. What
Point. is the price point at which that 20 month contract has been
As |l indicated earlier, the claims that have been made bygiven to National Power? Consumers deserve that answer.
the proponents of Riverlink from TransGrid have already The Hon. R.l. Lucas: The shadow Treasurer is obviously
been demonstrated to be incorrect by a very significard supporter of the Riverlink proposal, as he has indicated by
margin. | indicated in response to an earlier question that thieis questioning and his opposition to Pelican Point. However,
proponents indicated that they could have Riverlink built byit is interesting that he is unable to give a guarantee that,
the end of this year, within a 12 month time span. Theyunder his proposal, the price in South Australia will be
indicated that they would be out of the NEMMCO processesompetitive with that in New South Wales.
in about February or March this year, but | have been advised Mr Foley interjecting:
that they are unlikely to emerge from those processes until The Hon. R.l. Lucas: That is exactly the point that | have
about October at the earliest. indicated. Even the shadow Treasurer is not in a position to
We will be very pleased to have some discussions with thgive a guarantee about electricity prices in the future under
ACCC and Mr Asher. | am advised that officers of thethe national market. People can make their best judgments
Electricity Reform and Sales Unit have had a discussion witland assessments, but the shadow Treasurer’s question to me
Mr Asher. He indicated that some aspects of what he said hagas to guarantee. | will not guarantee and, as | said earlier,
been taken out of context, so it was a little different from theno individual is in a position to guarantee the operations of
telephone conversation recounted by Mr Foley. | have not hatthe national electricity market. Anyone who even asks the
a conversation with him directly, so | am at a disadvantageuestion is so naive in terms of his concept and understanding
compared with Mr Foley and one of my advisers. We will beof the national market as to be laughable.
taking up this issue with Mr Asher and the ACCC and we are  Mr Foley interjecting:
confident that we can demonstrate that, with Pelican Point The Hon. R.I. Lucas: No, to be laughable.
and with the additional capacity, whether through an Mr Foley interjecting:
interconnector or further generation, South Australia will  The CHAIRMAN: Order!
have a competitive electricity market and more competitive The Hon. R.I. Lucas: | am answering the question. As |
prices compared with what they might otherwise have beesaid, the member is in a position where he knows that it is
if we had not taken this action. impossible. And he himself is not prepared to guarantee that,
Mr FOLEY: Thatis an extraordinarily long non-answer. under his policy framework (that he obviously supports) the
I believe it was Geoff who made the call to Mr Asher. | had price of electricity in the South Australian market will be the

a long talk to Mr Asher— same as in the Eastern States. There is a variety of views. |
The Hon. R.I. Lucas: Geoff who? think most views are that, over the medium to long term, we
Mr FOLEY: Anderson. will see a narrowing of the price differential that has existed
The Hon. R.I. Lucas interjecting: between the Eastern States and South Australia. But again,

Mr FOLEY: The Minister says it was not Mr Anderson. no-one can guarantee that, and | can only repeat that it is a
| explained to Mr Asher that, so far as the Labor Party isnaive question to even ask if someone can guarantee that the
concerned, whatever role it may play in the future, now thaprice level in the South Australian market X years down the
the ownership of the electricity businesses has been decidégck will be at a particular level compared to the price in
by Parliament, the single largest issue confronting Soutkome other State such as New South Wales.

Australia is the price of electricity. South Australia cannot Mr FOLEY: The Treasurer really is distorting the
afford its industry to be at a competitive disadvantage to thguestion. Let me rephrase it. | cannot guarantee anything. Is
eastern seaboard. We will make it clear to anyone investinthe Treasurer confident that the structure he is putting in place
in South Australia that we see electricity pricing as the mostvill be the optimum structure to achieve the most competitive
fundamental of all issues facing our State. outcome one could hope for in the national electricity market

| believe that the Government has a problem becausend, in particular, in respect of how we would compete with
although it can lightly dismiss Nick Xenophon, me and localthe interstate markets? Is the Treasurer confident that he has
critics, itis difficult to lightly dismiss the deputy head of the put in place the best structure? | do not know, and | will be
ACCC on these issues. | do not accept as plausible thgoing my research, as | have been doing—and, as the
Treasurer’'s argument that we had to get this power station upreasurer would recall, it is very difficult to do that from the
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Opposition side. And it is not just me: the ACCC is saying Mr FOLEY: | see you attempt this trick often in the
as much. It does not believe that the Treasurer is getting thdpper House, Treasurer, where you seize on a comment by
right structure for competition. Is the Treasurer confident—the Opposition and distort it. What is important for this State
and let us put the word ‘guarantee’ aside—that he has thai® long-term viability of our manufacturing industry. That is
The Hon. R.I. Lucas: That is a more sensible question where jobs will be created in the long run. If you are saying
from the shadow Treasurer, and | am pleased to respond tbat it is worth risking the optimum outcome of a market
it. On all the advice that the Government has received ovestructure so that we can have a power station employing
the last 12 months, it is confident with respect to the sort 085 South Australians, whilst our manufacturing industry is
structure that it is setting in place—and it is not just theput at risk because it does not have the cheapest power, |
existing structure; it is what | have indicated in response tavould find that logic somewhat bizarre coming from a
a number of the other questions. The Government would likdreasurer in office. So, we can look at what is bizarre from
to see an unregulated interconnector linking New Soutleither direction.
Wales with South Australia. We are relaxed about an Inrelation to extra capacity in South Australia, and putting
augmentation, or an addition to the capacity of the Victoriaraside the debate about the site, | am not convinced that
interconnector. We are delighted to see Boral putting irbuilding a brand-new power station is the right policy mix.
peaking capacity in the South-East, and we would be very might be wrong. What | am saying is that | am not yet
relaxed about Western Mining and BHP putting in a newconvinced, particularly given now the ability for the private
plant at Whyalla. So, from the Government’s viewpoint, thesector to acquire Northern Power Station and Torrens Island.
sort of structure about which we are talking is to try toGiven the ability of a new owner or operator/owner of
increase capacity, both generation and transmission. Theorrens to be able to significantly upgrade that plant, | would
Government’s advice is that it does not accept the view thdtave thought that a policy mix with a regulator coming in
all the extra capacity in South Australia should come viafrom New South Wales, together with upgraded facilities
interconnects with New South Wales. We do support thénere, would have been a better mix.
notion that some of this power ought to be generated here in Let us move on to Torrens Island. Treasurer, what are
South Australia. your expectations with Torrens in terms of a lease process?
Just look at the simple maths of where we are at théo you expect a person or company to purchase the lease,
moment. We rely on about 35 per cent to 40 per cent of ouacquire the lease and substantially upgrade Torrens to make
power, in some periods, coming across the interconnectdira combined cycle, to bring on the next stage of re-engineer-
from Victoria. This State ought to have, as an importaning of that station? What is going to happen with Torrens in
element of its total supply, generation capacity run by Soutfall of this?
Australians here in South Australia, with South Australians The Hon. R.1. Lucas: Responding to the earlier aspects
being employed in terms of generation plant. If there aref the honourable member's comments, | am pleased that the

some people— shadow Treasurer has admitted that he might be wrong in
Mr FOLEY: Why? relation to this particular issue. Can | certainly indicate, as |
The Hon. R.I. Lucas: The honourable member asks have indicated on a couple of occasions, that the Government

‘Why?’ is driven by a desire to see a competitive price structure for
Mr Foley interjecting: electricity here in South Australia, and nothing that | have
The CHAIRMAN: Order! said could in any way be reasonably interpreted as saying that

The Hon. R.I. Lucas: | think that is an extraordinary jobs for power industry workers, important though they might
response from the shadow Treasurer to ask why we woulde, would take precedence over the importance of a competi-
want South Australians to have jobs in South Australiartive electricity business industry and a competitive pricing
plants here in South Australia, as opposed to New Soutktructure here in South Australia for electricity.

Wales people being employed in New South Wales plants In relation to the member’s actual question, rather than his
and transmitting electricity across the interconnectors. | thinkomment, on Torrens Island, ultimately these will be
that that is an extraordinary response from a shadow Treaswwemmercial judgments for new commercial operators of
erin terms of jobs in South Australian industry. The Govern-Torrens Island. One of their options may well be that they do
ment is saying that it believes that there should be afind the money to repower, and, as | have indicated before,
appropriate mix: there should be a mix of generation in Soutlfior some time we have had before the Government various
Australia and transmission from across the borders. Thproposals for the repowering of Torrens Island, varying
Government does not accept the view that we should have restimates, ballpark in the order of $150 million or
extra generation options in South Australia and that we180 million, in terms of repowering. Ultimately, that will be
should just rely on interconnection with New South Wales oa commercial decision for the new operators of Torrens
with the Eastern States markets. Island.

We are very happy to encourage, as | have indicated on There is no doubting that with the introduction of the
half a dozen occasions today and this evening, an unregulatedpact of Pelican Point Power Station, because it is combined
interconnector from New South Wales to South Australia. Wecycle, it is potentially going to have some impact on the
are happy to see augmentation of Victorian interconnect, butiability of the Optima company, which runs the Torrens
the Government’s view is that we want to see an appropriatisland Power Station, and anyone who takes over the lease of
mix of both generation and transmission and we want to sethat particular station will clearly need to make a judgment
extra capacity and extra supply to meet the demand here as to how they are going to respond. Are they going to target
South Australia. All the advice that | have had as Minister,Torrens Island into a different part of the market or are they
and the Government has accepted that advice, is that that sgding to spend a considerable sum of money in terms of
of structure of our market in the medium to long term is therepowering or an upgrade in some way? | am obviously not
most competitive sort of structure that we can have here im a position to pre-empt what that commercial decision
South Australia. might be.
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Mr FOLEY: You could always allow National Power to to increase the gas pipeline capacity, | think, by some 40
negotiate the purchase of the lease of Torrens Island andtérajoules daily. There are some other proposals in which a
could upgrade and kill two birds with one stone. You couldnumber of parties are talking about the possibility of the
have a ‘you beaut’ power station and resolve the Pelicastorage of gas. We are really generally talking about peak
Point problem. It might just give encouragement to andays. There are a number of proposals in relation to storage
unregulated interconnector with New South Wales and wef gas but, at this stage, they are no more than ideas. There
might get the best policy mix available. It is just a thought. is a lot of work going on. It is an important issue, and in

The Hon. R.I. Lucas: Not a serious one, obviously. terms of the future structure of our electricity industry it is

Mr FOLEY: No, as | said, it has probably gone a bit too something that will need to be resolved in the not too distant
far down the track, but in a perfect world— future.

The Hon. R.I. Lucas interjecting: Mr FOLEY: | am glad that the Government has done a

Mr FOLEY: No, a fully upgraded and state-of-the art fair amount of work. It is a pity that the Treasurer could not
power station replacing Optima at Torrens Island, as | saicshare a bit of the conclusions with us. Is the Treasurer able
mixed with the interconnector might have been a better policyo say that a purchaser of the lease of Torrens Island will not
outcome. However, as you say, that is a bit flippant. | anbe at a competitive disadvantage to the National Power plant
intrigued as to what future Torrens Island will play given theand that it will have equal competitive availability of gas as
problems it has had. | understand that, over Christmas, it weldational Power will, or does National Power have a first right
having great difficulty. It was having to burn a lot of oil and or first options on the gas?
there are issues about the gas supply. Can the Treasurer giveThe Hon. R.I. Lucas: Ultimately, after the current range
an assurance that sufficient gas supply is available to fullyf contracts expire in approximately 2004, it will be commer-
meet the demand of Pelican Point together with a fullycial decisions and negotiations between not only National
upgraded repowered Torrens Island? Power and whoever has taken on Optima but, indeed, anyone

The Hon. R.I. Lucas:A considerable amount of workis e|se who wants gas in South Australia, with the gas produc-
being conducted into the issue of gas supply by the Goverrers. That is an important decision and will be an important
ment at the moment. One point | can make is that every unitegotiation. To put the honourable member's mind at rest,
of power generated by National Power, because it is a morgere is nothing in the Government's arrangements with
efficient plant, will clearly mean that a smaller amount of gasNational Power, once we get to the stage of a negotiation, that
will be used. If, for example (and it is not always a directgives National Power any inbuilt advantage when compared
replacement), a quantum power currently being produced by the new lease operators of Torrens Island. That is the
Torrens Island uses a certain amount of gas, and that samature of my advice.
quantum of power is replaced by Pelican Point, or National My FOLEY: | move on to the ship breaking facility for
Power, they will have to use significantly less gas in terms opelican Point. | am becoming more and more concerned
generating the same amount of power. ~about the likelihood of that occurring. | note how the
_Interms of the calculation of our gas supply and availab-Treasurer’s Liberal colleague, the member for Hammond,
ility, I know the Australian Democrats and, indeed, somepresiding Member of the Public Works Committee, tonight
other commentators, have sort of automatically lumped ifhdicated that Deutsche Bank has written to the Government
National Power to possible gas demand with the existingaying that money is available for a pre-feasibility study for
Torrens Island gas demand and come to their own conclihis project. The Treasurer's adviser Ms Kennedy before the
sions. Itis not as simple as that. Itis much more complicatecbyplic Works Committee last week said, and | can only

As | said, through the example | have given, National Powetoncur, that it is a ridiculous project that should not go ahead.
will be a much more efficient user of gas than the existindshe also said:

Torrens Island. . . . There is a point which the Treasurer has asked me to make. If you
Nevertheless, it is an important question, | acknowledggiow me to do so, the Treasurer has asked that | place on the record
that. A lot of work has been conducted by the Governmenéf this committee that all my views in relation to media statements

in relation to the quantities of gas that will be available. Thereand all statements made by me on the subject of Pelican Point or the
are huge issues in relation to gas, not just in South Australi ansmission line are made as his representative. They are his views.
hey reflect his views and therefore the views of the Government.
but all through the East Coast. As the honourable member i )
would probably be aware, there are various proposals abof0. We have Ms Kennedy saying that the Treasurer’s views
bringing gas down from Papua New Guinea into Queenslandre that the project is silly. | can but concur. Unfortunately,
A proposal is already under way to move gas from Victorigthe Premier does not think it ridiculous. He is signing off
to New South Wales. There is a very large interconnectiofftters at a million miles an hour encouraging this company.
linking the Bass Strait gas fields through to Sydney. Tha¥Vhere do we go from here? Who will take some leadership
proposal is already under way; it is not in contemplation. So@n this project in Government and knock it on the head once
some enormous investment decisions are being taken in tf@&d for all?
Eastern States at the moment in relation to gas. That is The Hon. R.I. Lucas: | am not sure which particular
important in terms of South Australia because, of coursehudget line this is coming under, but | am happy to respond.
some of our gas currently goes to Sydney. Mr FOLEY: Pelican Point Power Station.

As the honourable member knows from previous decisions The Hon. R.I. Lucas: The member is talking about ship
that have been taken by a variety of previous Governmentreaking, not Pelican Point Power Station. | want quickly to
gas from South Australia heads both south and east. G&spond to at least part of the question, because the honour-
course, if more gas can be supplied to the Eastern States framble member and some other members of the Labor Party
either Bass Strait or Papua New Guinea, for example, thdtave misrepresented the evidence of Alex Kennedy. |
opens up other options in relation to gas supplies. One thamderstand that the Presiding Member of the Public Works
moves to the question of the capacity of gas coming down th€ommittee had some concerns about an interview that Alex
pipeline. Some investment decisions have already been tak&ennedy had given on around 5 May on the ABC, when she
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participated in an interview with the Presiding Member about Mr FOLEY: No, | don't think so, not at all—none that
the operations of the Public Works Committee and thd have spoken to. One or two have had some interest, but |
attempt by officers of the Electricity Reform and Sales Unitdoubt that any of my colleagues would be particularly keen
to give evidence to that committee. to see that occur down there.

I looked at the transcript of that interview and indicated The Hon. R.I. Lucas: | advise the member that one or
to Alex Kennedy that | wanted her to relay to the Presidingwo of his colleagues whose names are probably known to
Member and to the committee when she gave evidence thaim have already had discussions with the proponents of this
| had looked at the transcript of her interview and it wasproject and have indicated their support for it.

entirely in accord with my own views, which | had expressed

privately to the Presiding Member on a number of occasions,

in relation to our frustration at not being able to get to the
Public Works Committee. Nothing in my discussion with
Alex Kennedy had anything to do with the ship breaking
proposal.

Mr FOLEY: That’s two.

The Hon. R.1. Lucas: How many did you say?
Mr FOLEY: That’s two.

The Hon. R.I. Lucas: So you're aware of them?
The CHAIRMAN: Order!

Mr FOLEY: That's out of a caucus of 27.

H In'(ljleed,tlrf]tr;%nergber l%()ks at thektrgn‘flt:/ﬂp': ofevidence, g Hon. R.I. Lucas: You can speak on behalf of the
e will see that Alex Kennedy was asked, ‘What is your VieW,, s about & caucus decision?

of th? ship breaking_ propos_al’?’ not ‘th';‘,t is the Govern- Mr FOLEY: What | can do as a shadow Treasurer is
ment's view of the ship br(_eaklng p.roposal >In herforth”ghtindicate a view that | have that a Labor Government would
and frank manner for which she is renowned, she gave h

personal view. She did not purport to give the Government’s . ) .
or the Treasurer’s view. She gave a response to the questi%tT;lﬁwHVT' R.l. Lucas: You said the Government would

the Presiding Member put to her, namely, ‘What is your view, . . .

Ms Kennedy, in relation to this?’ and she gave her response. t-;hebC:AIFMAN' Order! There is nothing about caucus
It is a huge leap—an improper and incorrect one—for thd" Tﬁ l|i| g€ Rf)?pfr& . There’ hi b hi
member to indicate that Alex Kennedy was putting the e Hon. R.l. Lucas: There's nothing about ship

Government's or the Treasurer’s view on ship breaking. °'€aking, either. o
| have indicated publicly that my view is that | have not . Mr FOLEY: The Leader of the Opposition has been out

yet seen anything in detail from the ship breakers to help mb%:ere saying that we won't support it, so I'm prepared to back
make a judgment. Certain significant issues would have to b&'€ Leader on this one. ,
resolved before the proposal would be able to proceed. 'NneHon.R.l. Lucas:Thats the currentone!
Significant environmental issues—amongst others—would The CHAIRMAN: Order! We will need to put this line
have to be resolved. Nevertheless, a number of significa@ & Vote in five minutes.
proponents, one of whom has been quoted in a letter this Mr FOLEY: What is the current status of the Western
evening, have indicated they believe this is a major projecMining contract with ETSA Retail and has the lease deal had
in which they are contemplating investing and which mightany effect on WMC's decision to take up its retail contract
hold significant employment prospects for South Australianswith Yallourn Energy?
The Government, in a fair and reasonable way, is just saying, The Hon. R.I. Lucas: | do not think we could say that the
‘We'll let you put your case to the Government.’ It is pre- lease deal itself had a significant impact, but there are
emptory at this stage, before we see the proposal, for thengoing discussions with Western Mining in relation to its
Government to have a view one way or the other. | have som@eed for power, the price it might pay and any possible
personal views, and | will express those in the appropriatémpact that there might be on the indenture. | have to say,
Government forums. | have not yet done so publicly, and having had a discussion in the past 48 hours with my team of
do not intend to do so this evening. hardworking advisers, that we have still not yet reached a
Mr FOLEY: Ifthe view is that Ms Kennedy’s comments conclusion with Western Mining on the issues at which the
were not those of the Government, | take that at full valuemember has hinted and on which | suspect he will want to
The point | want to make is that Alex Kennedy is absolutelypursue further questions.
correct. | would hope—and maybe | am right; maybe | can Mr FOLEY: Given that the Roxby Downs Indenture Act
read between the lines—that the Treasurer has felt and cavas amended in 1996 to take into account the new national
see the degree with which the local community is concerneglectricity market, will further amendments need to be made
about the power station. | would hope that the Governmenio the Act and, if so, when will the amendments be introduced
would then see that enough is enough, and the communiipto Parliament and what will they allow WMC to do?
reaction that would follow a decision to build a filthy ship  The Hon. R.l. Lucas: This is one of the issues that the
breaking industry would be even greater. Enough is enoug&overnment is still considering. Itis fair to say that there has
when it comes to that part of Adelaide, and | hope that thdeen public speculation on this, and that it is still an option
Treasurer would take on board those views very stronglythat it might require some change to the indenture. There has
This is really getting a bit close to the edge. The Premiebeen public speculation. | think the Leader of the Opposition
indicated last night that these pre-feasibility studies couldvrote the Chairman of Western Mining and has had some
take at least two years. Just on the odd chance that we migtgsponse from him. Itis an issue that is being discussed with
win the next election, | signal to the ship breakers that aVestern Mining. At this stage we have not reached a
Labor Government would not approve this project for thatresolution.
site, so they had best bear that in mind. Mr FOLEY: Did ETSA putin a fully commercial bid for
The Hon. R.I. Lucas interjecting: the retail business with Western Mining Corporation for the
Mr FOLEY: No we haven’t but I'll win it. Roxby Downs power supply and to what extent were officials
The Hon. R.I. Lucas: A few of your colleagues are of the Government, including ERSU, any Ministers or indeed
actually supporting it. the Premier involved in that bid?
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The Hon. R.I. Lucas: There is a comprehensive letterthat  The Hon. R.I. Lucas: The member referred to an ETSA
I have either just signed or am about to sign that is going backontract termination. Which ETSA contract is he saying was
to the Leader of the Opposition, as well as a parliamentaryerminated?
guestion from one of the member’s colleagues. | do nothave Mr FOLEY: On 1 March this year there was a public
a copy of that draft reply with me this evening. It is a announcement of the termination of the contract between
sensitive issue. | am pretty sure that by the time we ar®/MC and ETSA's retail arm.
required to have the answers into the Committee in a couple The Hon. R.l. Lucas: A public announcement by whom?
of weeks we should be in a position to include the sort of Mr FOLEY: By WMC. Do you remember the front page
detail that we would have already provided separately by wagtory?
of response to the Leader of the Opposition. The Hon. R.I. Lucas: The honourable member ought to

Mr FOLEY: Was ETSA allowed to fully commercially t@lk to the Leader of the Opposition. | suspect that the
compete for that contract, and did you, any of yourduestion mighthave been written for the honourable member.

Government officers or other Ministers have any involvement Mr FOLEY: It was. ,
in that negotiation? The Hon. R.Il. Lucas: | do not think that he understands

) - the question.
The Hon. R.I. Lucas: As | have indicated, the Govern- Mr FOLEY:

. - | do understand the question.
ment has a comprehensive response to that question. | do not The Hon. R.I. Lucas: | do not think he does. The
have it with me this evening and | do not intend to potentially < A ' f

. . . . guestion was obviously written for the member, which he has
cutacross it by an off the cuff reply this evening. We will be oo e and he does not understand the question. That is
providing a response to the Leader of the Opposition’s lett

o . Shis prerogative. | advise the member to go back to the writers
and we will incorporate required aspects of that response ik ye question, which he has admitted that he does not
responses to Estimates Committee questions. understand, and take up the issue with the Leader of the
Mr FOLEY: One can be nothing but suspicious of the Opposition because he might find that the Leader has been
Government's role in negotiations between ETSA and WMCprovided with some advice about the supposed accuracy of
One hears many things and one talks to many people but orige press reports on which he is relying. Nevertheless, even
has only to look at what actually occurred. Whether this is th&vith that glaring inadequacy in the drafted question for the
letter you are referring to or not, | understand that an FOI bighadow Treasurer, | am still happy to take on notice whatever
has now been answered and that from 25 January 1999can make of the member's question and endeavour to
through to 24 March many letters and correspondence ragonstruct some form of answer for him within the time that
between ERSU, the Treasurer, Johnston Winter Slatterys allowed for response to Estimates Committee questions.
Morgan Stanley Winter, ERSU and the Treasurer—everyone Mr FOLEY: The Treasurer's comments do not serve him
involved. So, clearly something was going on. Can thavell. He knows that an announcement was made that ETSA
Treasurer now explain why the ETSA consultants, includingRetail would lose its contract and that Yallourn Energy would
lead negotiators, Morgan Stanley, Pacific Road and Johnstgick it up. Why were Morgan Stanley/Pacific Road, Johnson
Winter Slattery, along with ERSU, were so heavily involvedWinter & Slattery, ERSU and others—there are about 30 to
in the WMC issue in the lead up to the 1 March announce40 pieces of correspondence—involved in these negotiations?
ment of the ETSA contract termination? Why were they The Hon. R.I. Lucas: | can only advise the member to be

involved? What were they negotiating? careful about what he is saying in a public arena rather than
The Hon. R.I. Lucas: Which contract termination are you in Parliament, and he needs to check the accuracy of his
talking about? claims. My first piece of advice to the shadow Treasurer is

not always to believe what is written in the newspapers.
Sadly, too often, the Leader of the Opposition and the shadow
Treasurer rely on what is written in the newspapers as being

Mr FOLEY: The WMC issue in the lead-up to the
1 March announcement of the ETSA contract—

The Hon. R.1. Lucas: What are you talking about? fact. It would pay them to do some research and check the
Mr FOLEY: When ETSA entered into a deal with details.
Yallourn Energy on 1 March. The CHAIRMAN: | declare the examination of the vote

The Hon. R.I. Lucas: | am not sure what the member is completed. | thank the Treasurer, his staff and the members
talking about in terms of an ETSA contract termination. 1t0 the Committee for their cooperation because we have dealt

might be useful for him to further clarify which ETSA With some 100 questions today.
contract he is talking about being terminated. ADJOURNMENT

Mr FOLEY: The announcement of the decision by WMC
to enter into a contract between WMC and ETSAS retail arm, At 9.59 p.m. the Committee adjourned until Thursday
which occurred on 1 March. 24 June at 11 a.m.



