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conclude a line of questioning, but | would suggest that
HOUSE OF ASSEMBLY supplementary questions be the exception rather than the rule.

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

Thursday 15 June 2000
ESTIMATESCOMMITTEE A

Chairman: o :
The Hon. D.C. Wotton to ask a question is, however, necessary. Questions must be
based on lines of expenditure as revealed in the Estimates
Members: Statements, and reference may be made to other documents,
Mr K.O. Foley including the Portfolio Statements. However, | urge members
The Hon. G.A. Ingerson to identify a page number or the program in the relevant
Mr LP. Lewis financial papers from which their question is derived.
Mr E.J. Meier Questions not asked at the end of the day can be placed on
Ms M.G. Thompson the next day’s House of Assemtilotice Paper or asked as
Mr M.J. Wright a question without notice. | remind the Treasurer that there
is no formal facility for the tabling of documents before the
The Committee met at 11 a.m. committee. However, documents can be supplied to the chair

for distribution to the committee. The incorporation of
material inHansard is permitted on the same basis as applies
in the House, that is, that it is purely statistical and limited to
one page in length. All questions are to be directed to the
Department of Treasury and Finance, $29 102 000  Treasurer, not the Treasurer's advisers. The Treasurer will

Administered Items for Department then be given the opportunity to answer every question as it
of Treasury and Finance, $1 027 653 000 is asked, or the Treasurer may refer questions to advisers for
a response or undertake to bring back a reply.
Witness: | also advise that, for the purpose of the committee, some
The Hon. R.I. Lucas, Treasurer, Minister for Industry andfreedom will be granted for television coverage by allowing
Trade. a short period of filming from the northern gallery, if
required. | remind all members, ministerial advisers and
Departmental Advisers: observers that all mobile telephones should be turned off at

Mr J. Wright, Under Treasurer, Treasury and Finance. this stage while in the Chamber. | now invite the Treasurer
Mr J. Hill, Deputy Under Treasurer, Treasury and Financeto detail any agreed program and to introduce his advisers
Mr P. Duldig, General Manager, Finance, Treasury anénd, if he so wishes, make a brief statement to the committee.

Finance. TheHon.R.l.Lucas: | do not intend to delay the
Mr J. Nothdurft, Director, Information Management, proceedings of the estimates committee with an opening
Treasury and Finance. statement. There has been broad agreement with the member
Ms S. Lees, Director, Fiscal Strategy, Treasury andor Hart regarding proceedings, consistent with our past
Finance. practice of being fairly flexible. Such agreement assists the
Mr R. Emery, Director, Financial Services, Treasury andnovement of officers in and out of the parliament rather than

Finance. their having to wait around all day. We acknowledge and
Mr R. Schwarz, Acting General Manager, SAFA. appreciate a broad agreement about when we might do certain
Mr C. Moore, Senior Coordinator, Strategic Managementthings. | do not intend to delay proceedings with an opening

Treasury and Finance. statement. | look forward to cooperating with members to the

degree that we can.

The CHAIRMAN: As most of you would be aware, in The CHAIRMAN: | declare the proposed payments open
working through the proceedings today, the estimatefor examination, and | refer members to page 35 in the
committees are relatively informal. The committee will Estimates Statement and volume 1 part 3 of the Portfolio
determine an appropriate time for consideration of propose8tatements. Is it the intention of the member for Hart to make
payments to facilitate the changeover of departmentan opening statement?
officers. Changes to the composition of the committee will Mr FOLEY: | would like to make an opening statement,
be notified to the committee as they occur. Members shoulr Chairman. | will make a few observations on the state’s
ensure that they have provided the chair with a completefinancial position as | see it. This is my seventh estimates
request to be discharged form. If the Treasurer undertakes tmmmittee experience in opposition, and hopefully my time
supply information at a later date it must be in the formin opposition is drawing to a close. In the seven years that |
suitable for insertion itHansard and two copies submitted have been in this role as shadow treasurer on these commit-
to the Clerk of the House of Assembly no later than Fridaytees, | have received a fair tongue lashing about the financial
30 June. Itis my intention to provide the opportunity for themanagement of former Labor governments and the precarious
Treasurer and the lead speaker for the opposition, the membsate of our budget upon the Treasurer’s election to office in
for Hart, to make an opening statement, if they so desire, 1993. Stephen Baker, the Treasurer’s former colleague, was
would suggest of about 10 minutes but certainly no longealways one to stick it to me and you, Treasurer, are not shy
than 15 minutes. in that practice.

A reasonably flexible approach will be taken in calling for  Itis important to look at our financial position, and | want
questions, based on about three questions per membé.look particularly at the time the honourable member has
Members may also ask a brief supplementary question tbeen Treasurer. In the 1998-99 budget, it was predicted that
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there would be a $4 million surplus which, as we know,
turned into a $65 million deficit. In the 1999-2000 budget, a
$1 million surplus it would appear has now become a
$39 million deficit. Also, as we will go through at a later
stage, that deficit was reduced by what would appear to be the
raiding of some surplus cash available in some of the
government’s electricity business and a few windfall gains
from Optimaand other enterprisesto help reduce that deficit.
Inthe budget you talk about a$2 million cash surplusbut, as
we know, that has been achieved through the use of proceeds
of an asset sadle from the Adelaide Casino and, in effect, your
budget is at least $84 million in deficit.

| want to make the point that since 1993 this government,
under successive Treasurers, has done anumber of things. It
has reduced the state public service by what | understand to
be upwards of 20000 public servants, which gives an
enormous saving for the recurrent budget. It could be more,
but | think it is up to about 20 000. We have seen asset sales
under the former Brown government, followed through by
thisgovernment, and what you have scheduled still to go with
the Lotteries Commission, the TAB and Ports Corp—
arguably asset sales upwards of $8 hillion to $8.5 billion.
Your government has also increased a number of taxes and
charges over six or seven years, well ahead of inflation, and
dreamt up new taxes such asthe emergency servicestax. So,
you have had a significant reduction in public servants, a
massive asset sale program and avery significant increasein
the real rates of taxation in this state.

After al that, we still have budgetsthat must rely on asset
sales to give us afictitious surplus. So, we are still running
budgets sufficiently in the red. | really must say to the
Treasurer that after seven years of your government, with al
that you have done to sell assets and reduce the size of the
public service, it is amazing that you are still producing
deficit budgets. | will go on to show in amoment that thisis
perhaps setting up this state for avery difficult and precarious
financial future for whomever should be the next Treasurer
and government, be it your government or be it ours.

You have, of course, tried to deny that your budget isin
significant deficit and that the Casino sale has not been
factored into your budget. However, | can only but draw your
attention to a number of highly qualified economic analysts
and commentators who commented on your budget. Let us
have alook at what Alan Mitchell from the Financial Review
had to say in this respect:

The budget is showing a cash surplus only because of the one-off
profit from the sale of the state's Casino. And the forward estimates,
with their inherently optimistic bias, only show the future budgets
to be barely in balance. When the budget and forward estimates are

presented on an accrual basis, the state government isfacing astring
of deficits.

We then notice in the Australian Robert Guy stating:

The budget papers highlight aprojected surplus of $2 million for

2000-01 from a deficit of $39 million in 1999-2000 which was
affected by the GST implementation costs of $40 to $50 million. The
exclusion of the $86 million profit from the sale of the Adelaide
Casino would have produced a budget deficit of $84 million for
2000-01.
Yet you claim that not to be the case. Then we have Standard
& Poor’s, an agency whose comments we all listen to very
closely and whose statements your government has been
ready to grab hold of when they have suited. What did
Standard & Poor’s say about your budget when it was
brought down? It said:

South Austraia still has some fiscal repair work to be done
before its budgetary position is sustainable. Despite the small cash

surplusesin thefiscal period 2001-04 shown in the South Australian
budget, which was brought down yesterday, the general government
accrual net operating balance is in deficit for the entire period to
fiscal 2004.

| continue:

‘As the annual expenses of running the government, including
depreciation and accruing superannuation obligations exceed
operating revenue, the government’s net worth is, in fact, declining
over time,” said Rick Shepherd, Director, Public Finance Ratings.
‘Thisisnot asustainable position inthelong term’. . . The govern-
ment’s adjustments to its contribution schedule for past service
superannuation liability have assisted it to achieve the cash surplus
position, but they do not affect the operating balance based on
accrual accounting.

There goes again further confirmation of the fiddle with the
Casino. Then he says—and thisis an important point and we
will be coming back to it later:

The government appears to be spending somewhat more than the

ongoing savings from the electricity privatisation.
It is not a pretty picture for the state's finances. If that was
not enough, a report brought down a week or so ago is
extremely alarming. It blows the credibility of not just your
government: in fact, it is quite complimentary to the early
part of the Brown Government, but it is an extraordinary
indictment on the performance of the Olsen-Lucas govern-
ment. | refer, of course to Trends, the June 2000 bulletin,
which | understand was compiled by Access Economics.

What did Access Economics have to say about the state
of the state’s finances? | would ask the Treasurer to listen to
this because thisis a very concerning commentary and, as |
say, an indictment on the Olsen-Lucas government. It also
has a very telling graph and | will have copies available for
anyone who wants to see it. When talking about public sector
output in South Austrdia, it states:

After declining fairly steadily from 1991 to 1997, local public

sector output growth began to surge in 1998—
| repeat: ‘began to surgein 1998'—
possibly adding 2 per cent to total output growth. Last year saw the
local upswing matched by an increase in national public sector
spending. In fact, the past two years have seen amost al of the
movestowards asmaller public sector in South Australiaundone—
| repeat: the past two years of your tenure as Treasurer has
‘seen almost all of the moves towards asmaller public sector
in South Australia undone'—
with the government’s contribution to local output back above
26 per cent. While arelatively large component of theincreasein the
past two years has been due to rising government investment in
South Australia, government consumption asashare of state output
isat its highest level since 1986.
That is an extremely concerning commentary and an extreme-
ly concerning graphic. As the article in the Australian went
on to state yesterday, when | understand the author of that
comment was interviewed:

That is clearly an unsustainable position in the medium to long

term.
Again, we will go into that when we go through the budget
and look at some of the forward estimates. Your two years as
Treasurer clearly can be seen as one of very poor manage-
ment of the state’s budget. You have attempted, in my view,
to gain financial credentials and credibility by your sale of
ETSA, but your general control of the budget has been less
than satisfactory, and that has seen a significant financia
deterioration for our state. As| said, wewill go through that
during the course of theday. They are not my words: they are
the words of national commentators, Standard & Poor’s and
Access Economics.
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I conclude my remarks and begin the questioning process
by asking the question: how does the Treasurer continue to
justify his claim to have brought down a budget with a cash
surplus in light of the fact that his budget includes the
proceeds of an asset sale—the Casino—to prop up the budget
bottom line? As| said, that isnot only the opposition making
that point but also anumber of nationally, respected commen-
tators including Standard & Poor’s.

TheHon. R.l. Lucas: | thank the member for Hart for his
contribution to the estimates committee—a significant part
of which the government significantly disagrees with. | will
not go through all the areas of disagreement, but let me
highlight one and nail it. The member for Hart has been
saying for some time that the government has put the
proceeds of the Casino asset sale into the budget to balance
the budget. Heiswrong. Indeed, | challenged the member for
Hart in atelevision debate to demonstrate where one dollar
of the proceeds from the Casino asset sale went into the state
budget to produce the balanced budget. He might have taken
some offence but, as| said in another place, the member for
Hart looked like an ageing groper as his mouth opened and
closed and nothing came out. In the end, he was unable to
demonstrate where asingle dollar of the Casino asset sale had
gone into the budget. The member should be more precisein
terms of his questioning.

There is certainly commentary from a number of other
commentatorsin relation to the way in which the government
has treated past superannuation payments and liabilities. They
are genuine and reasonable questions, to which | am happy
to respond, and | am sure that | will have a chance to do so.
However, the member for Hart continues to repeat an error
for which he was corrected in a televised debate, and for
which he has been corrected on anumber of occasions since
then. By hischoosing, in his opening statement today, the big
hit on the budget from the shadow treasurer, he is again
repeating something that isjust factually incorrect. He knows
it to beincorrect but obviously, | suppose, thisisthe biggest
hit he can mount in terms of the budget. If you do not have
anything else, | suppose you rely on repeating an error that
has been made and hope that no-one will pick it up. So, |
reject that completely.

In relation to the issue of bringing down budgets, the
member refers to the first budget result that this second
government brought to account, which was abudget predict-
ed, | think, broadly to be balanced but which delivered a
surplus of amost $50 million. As was explained, the
following budget, as a result of carryovers in expenditure,
was estimated to be a balanced budget, and we reported a
deficit for that year. This budget, 1999-2000, has a deficit, for
the reasonsthat we announced in June of last year, one month
after the budget. The government had a balanced budget; it
would have delivered a balanced budget because we had the
Rann power bill increasein there of $100 million. When the
break-through camein the parliamentary debate on ETSA, we
chose not to proceed with the Rann power bill increase, and
that clearly was going to be a cost to us. There has also been
for thisyear only, in terms of the size, very significant GST
implementation costs, and the quantum for them was
unbudgeted in this year. They are not ongoing implementa-
tion costs; they are one-off in terms of their nature. There will
be some carryover of costs into 2000-01, but they will be
smaller than 1999-2000.

So, in relation to the 1999-2000 result, we think that what
we looked at was arelatively impressive result in terms of a
$6 billion or $7 billion budget delivering a relatively small

and modest deficit, given the changes that we had to make
post last year's budget. Ultimately, the only test of the
2000-01 budget will be the end result. Either the shadow
treasurer will be proved correct with his prognostications
about its being a huge deficit or the government and the
Treasurer will be proved correct. Therewill be plenty of time
prior to the next election in May next year, when we bring
down the result, to demonstrate whether we are accurate or
whether the shadow treasurer is. My money is on us but |
presume that the shadow treasurer’s money is on himself.
Time will tell as to who is accurate, and independent
commentators can make judgments about the accuracy of the
member’s claims.

| could disagree with awhole series of the issuesthat the
shadow treasurer made in hisintroductory statement, which
| suppose was the explanation of hisfirst question. | think the
fundamental weakness of the proposition the shadow
treasurer puts is that he, and he aone, is aimost isolated
within his own party. He quotes freely, and he used his
commentary today, to criticise this government for being a
free spending and big spending government. He indicates—as
doesthe Leader of the Opposition—that thisbudget isterrible
and that there is an imbal ance in the accrual sense—a clear
commitment from the Labor Party in government, obviously,
to find the extra $80 million or $90 million that is required.
Yet, for therest of thetime, he and all his colleagues roundly
condemn the government for not spending enough on health,
education, transport, police services, welfare, and recreation
and sport.

There are whole new policies for iconic buildings in the
arts that the Leader of the Opposition is dreaming up: heis
to build the new iconic building in the arts area. Thereisa
lack of integrity or credibility in the opposition’s position on
this matter, and sadly, the shadow treasurer, in terms of
support from his colleagues, isforever being undermined by
some of his own statements and the statements that his
colleagues make. If the honourable member wantsto develop
a proposition that the government is taxing too much and
spending too much, there needs to be some consistency
between his leader, himself and his front bench colleagues,
who continually berate the government for having spent too
much.

Indeed, one has only to look at last year's estimates
committees, when the big hit against the government wasthis
high spending government, which was going to have a
5 per cent increase in spending. Within days, his health
shadow spokesperson was attacking the government for
cutting health spending; the education spokesperson was
attacking the education minister for cutting education
expenditure; and the transport spokesperson was attacking the
transport minister for not spending enough in the transport
area. Within days or weeks of the shadow treasurer’'s
statements, at least six or seven separate shadow ministers
were undermining the position that he was putting down.

Asl said in my budget speech, that is one of the wonderful
joys of being in opposition: you can have the best of all
worlds. You can promise the world and be responsible for
nothing, and the opposition, | think, trueto thelast four years,
is adopting that approach. Fair enough, that is what Labor
oppositions do, and | am sure that they will continueto try to
get away with it. It is the government’s responsibility, and
independent commentators, | SUppose, at some stage, can call
them up and say, ‘ You oppose every revenue increase; you
oppose every expenditure cut; you oppose every privatisation
which can free up some money. You promise that you will
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balance it not only in a cash sense but also in an accrual
sense. You say that you will not use any flow-on benefitsin
any way from superannuation to assist in producing a bottom
line! These were all firm commitments from the shadow
treasurer; that he will never do this sort of thing in the future
should he ever be in the position of Treasurer. And he will
reduce the state’sdebt. It isbeyond the realms of credibility.
No-onebelievesit. | do not even think sometimes the L eader
of the Opposition and the shadow treasurer believe it: they
just hope that they can get away with it.

We are happy to continue to respond to the individual
issuesthat areraised through theday. | respondinrelationto
the general issues that the shadow treasurer has raised, and
| am very happy to respond to individua questions.

Mr FOLEY: | did have a chuckle when the Treasurer
called me—what wasiit, a groper, abig—

TheHon. R.I. Lucas: An ageing—

Mr FOLEY: | did take offence to the word ‘ageing’, |
must confess. | thought it was amusing. We do not stoop to
that sort of abuse in this chamber. In fact, my recollection of
that high rating, widely seen television debate (and | think
that the Treasurer, | and probably our respective spouseswere
the only ones who saw it, as they were doing the dishes), is
that | do not think the Treasurer challenged me to—

The Hon. R.I. Lucas interjecting:

Mr FOLEY: True. | do not think that the Treasurer
challenged me to point to the budget papers on that issue. |
think the Treasurer will find, if he goesback and listensto the
tape (not that | suggest he do so), that he challenged me to
suggest how | would have done things differently. The
Treasurer asks where in the budget papers doesit say that the
government used the proceeds of the sale of the Casino to
help it budget bottom line. In paragraph 2.2 of budget paper
2, thefollowing is stated:

The premium from the sale of the Casino complex by FundsSA
will provide $86 million of the government’s scheduled contributions

towardsfully funding the superannuation ligbility. Thishasenabled
the government to reduce the contribution from the state budget.

So, it is obvious there; it is the government’s own budget
paper. Of course, when we go to the document Budget at a
Glance, page 8, we see the following:

Thereduction in payments required across the forward estimates
results from the gain on the sale of the Casino complex, which
yielded a materia profit for Funds SA. This has provided the

government with the ability to reduce the forward estimates for the
past service superannuation contributions.

Thetable underneath also quite graphically showswherethe
Treasurer has been able to put in $84 million less than he
otherwise would have put in from his budget, had he not had
the sale premium, ashe callsit, from the Casino. Thereisno
doubt that in his own budget papers he doesthat, and | again
state that that is not my observation alone but that of people
such as Alan Mitchell from the Financial Review and Robert
Guy from the Australian, commentators who are well
respected. Most importantly, it is aso the view of Standard
& Poor’s rating agency.

| do not really know why the Treasurer continuesto give
this false response. And he talks about me giving misinforma-
tion! On this particular point, the Treasurer’s credibility is
Zip, because he has been blown out of the water not just
through the observations of the opposition and the shadow
Treasurer but, moreimportantly, from independent commen-
tators. | will move to my second question: that was a sort of
preamble.

The redlity is that, following the budget on 30 May, the
Treasurer conceded in follow-up interviews that the budget
was, in his own words, on an accrual basisin deficit and set
to continue to run deficits out to 2004. In fact, the consolidat-
ed operating statement (budget paper 2, table 3.4, page 3.7)
refers to an operating deficit of $89 million in 2000-01 and
continuing deficits out to and including 2002-03. How can the
Treasurer continue to make these statements and why will he
now not concede that in every meaningful sense this budget
and the forward estimates have a significant deficit?

TheHon. R.I. Lucas. In the shadow Treasurer's new
position on the Casino proceeds he is now getting closer to
being accurate, because that iswhat the government has said.
What he has been saying in his opening statement and in
previous public appearancesis that the government had used
the proceeds of the Casino asset sale, taken them across and
put them into the budget to produce a balanced budget that
was not really abalanced budget. As| said to him, if hewas
prepared to have alook at the budget documents and be a bit
more accurate, we can bein the samefootball park, interms
of what we are talking about.

The government has not taken the proceeds of the Casino
asset sale out of Funds SA, because it was its asset, and put
them into the non-commercial sector budget accounts. The
dollars that have come from the sale stay within Funds SA.
What the government has done, which is now the position the
shadow Treasurer has moved himself to—and | thank him for
that because that is what we have been saying—is that the
government has looked at its repayment schedule, its attempt
to repay the $4 billion or so of unfunded superannuation over
40 years repayment schedule, looked at the year 2000-01 and
said that the dollars actually paid by the new owners-
operators of the Casino will go into Funds SA and stay there.

Wewill not take them out of there. However, they go into
an account that accrues towards the repayment of superannua-
tion liabilities. Therefore, when the government looks at the
budget it can decide, as it does each year, how much we
actually pay in terms of the unfunded superannuation that
Mr Foley and his colleagues (and others from previous years)
have left us to try to repay, and we decided not to put in as
much money in 2000-01 as we were originally going to.

So, the shadow Treasurer at last has come to the realisa-
tion of what we have put in the budget papers. He reads out
the comments, and that is exactly what the government has
said. Itisnot correct for him to say that the government has
taken the money from the asset sales out of Funds SA and put
it into the non-commercia sector budget accounts. In making
thisannual decision asto how much past service superannua-
tion we actually pay out of the budget to help pay off this
$4 billion or so in unfunded superannuation, we look to see
whether we are on track with our repayment schedule.

My advice is that we are not only on track but slightly
ahead of the schedule. We started this repayment schedule
around 1994-95. There was a change to that schedule around
1997-98 and we mapped out a schedule of repayments. The
government is not only on track with those repayments, even
with the budgeted smaller amount coming out of the budget
accountsinto Funds SA for next year, we are actually ahead
of schedule. No-one can actually say that here is a 40-year
plan we have mapped to pay off these debts we were left
with, the unfunded liabilities. We had to pay certain dollars
per year.

We are actually on schedule or ahead of scheduleinterms
of the quantum both at the end of this year (1999-2000) and
the end of next year (2000-01). So, there is now agreement
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inrelationtothat. As| said, | welcome the shadow Treasurer
clarifying and correcting his earlier remarks and agreeing
with the government’s position.

Inrelation to theissue of accruals and cash accounting, as
| have said publicly, this government is the government that
has taken the hard decision actually to introduce not only the
cash accounts but also the accrual accounts, so that opposi-
tions—this current opposition and, heaven forbid, if we are
in that position again—will be in a position to make some
comparisons about both cash and accrual accounting, in terms
of what the state’'s accounts are. Thisisnow our third year of
reporting both: not something ever done by Labor govern-
ments.

They wanted this sort of information buried within the
bowels of Treasury or government departments, never to be
seen or debated in Estimates Committees or in the parliament.
Thisgovernment has been open and accountable and has put
the information out there for everyone to see, for people to
comment on and for oppositionsto criticise, should they wish
to do so. It is actually testimony to this government’s
openness and accountability that we are even having this
debate, that we have these accrual accounts being produced.

There are various versions of how you produce your
accrua accounts. This government could have produced a set
of accrua accounts for 1999-2000 and next year with about
a$2 billion surplus for this year, and next year X-hundreds
or whatever the number happens to be ultimately, from the
asset salesfor next year. | do not count myself asapurist, but
the puristsin termsof accrual accounting make clear from the
accounting standardsthat if you are bringing money into the
account from asset sales, or wherever else, put it on the
bottom line.

So, in an accrual sense we could produce a set of accrual
accounts, and that has been part of the criticism of Treasurer
Costello federally: that his $2.6 billion surplus, or whatever
itis, that has been produced using—

Mr Foley interjecting:

TheHon. R.I. Lucas: It isnot aquestion of stooping low.
It is aquestion of what the accounting standards provide. It
isnot astandard | am making up. | am saying that we could
have but did not. If the honourable member wants to be a
purist in the accrual sense, he should go to the accounting
standards—

Mr Foley interjecting:

TheHon. R.I. Lucas. But that is what the accounting
standards allow you to do. Thisisthe debate that isgoing on
in the federal arena at the moment, and Treasurer Costello
and federal Treasury have produced a result, | cannot
remember, $2.6 or $2.8 billion, whatever the number happens
to be, which indicates a particular view of the world. They
have an argument that it is not really an asset sale but licensed
proceeds, and | cannot remember the exact words they have
used. | do not want to get into their debate.

We have not gone down that particular path. We have
produced a set of what we think is a reasonabl e estimate of
accrual accounts which, over the forward estimates period,
comeinto balance estimated in 2003-04. But let me be not the
first but one of many to say that there are various versions of
accrua accounting, various measures of accrual accounts. We
have produced what we think isavery reasonabl e attempt at
accrual accounting, with bottom lines predicted, ultimately,
to come into balance in 2003-04.

If, asthe Leader of the Opposition and the shadow treasur-
er have indicated, the opposition will balance the budget
absolutely in an accrual sense, should they ever be in

government, their colleagues need to know that in thisyear’s
budget terms they will belooking for another $80 million to
$90 million of expenditure cuts. Given that the opposition has
been promising extra spending on iconic buildings, education,
health and a variety of areas, it can mean only that the
opposition is promising avery significant increase in taxation
in South Australia. Wewill be ableto explore that at another
stage.

Mr FOLEY: It isnice to know that, within 35 minutes,
| was able to get the Treasurer to concede that the govern-
ment’s masquerading of not using the Casino to bolster the
bottom line has finally been exposed.

The Hon. G.A. Ingerson interjecting:

Mr FOLEY: No, you do not understand it. What we said
from day one—

The Hon. G.A. Ingerson interjecting:

Mr FOLEY: You used to run businesses?

The CHAIRMAN: Order! The member for Hart will ask
guestions of the Treasurer.

Mr FOLEY: The member for Bragg may well have run
businesses, but thisis about the state budget, and on the day
the budget was brought down we said that the fiddleto reduce
the amount of moneys that would otherwise be required from
the budget to meet superannuation obligations meansthat the
government has used awindfall from the sale of the Casino
or the proceeds of the Casino to bolster its budget bottom
line. My words have not changed from day 1. The Treasurer
has danced around it and, within 35 minutes this morning, we
have been able to get from the Treasurer an admission that
that iswhat has occurred. It isapity that the Treasurer could
not have been more honest and up-front at the beginning of
the process some weeks ago when he continued to say that
the Casino proceeds were not used for any budget bottom line
improvement. My question issimple: how can it be that, after
seven years of government, 20 000 fewer public servants,
$900 million of increased taxation and charges, and upwards
of $7 billion to $8 hillion of asset sales, your government is
unable to balance the state’s budget?

TheHon. R.I. Lucas: The shadow treasurer cannot read
the budget papers. We are producing a balanced budget this
year and for the next three years we will be producing
balanced budgets, so there is an incorrect assumption in the
honourable member’s question. The other point that | make
in rebuttal of that simple question by way of asimple answer
is that, even if the shadow treasurer were correct—and the
government does not concedethat heiscorrect inrelation to
the Casino issue—he fails to strike a blow in terms of the
forward estimates for 2001-02 and 2002-03, which will be
balanced budgets. Even if the shadow treasurer were correct,
the moneys from the Casino, which he concedes have not
been transferred from Funds SA (and | thank him for that
concession), can be used in whatever way for only one
particular year. We are producing a set of forward estimates
for three and four years, particularly three years.

Mr Foley interjecting:

TheHon. R.I. Lucas: Time will tell next year if itisa
puff of smoke. The shadow treasurer has a view, we have a
view, and we will seewho is correct.

Membersinterjecting:

The CHAIRMAN: Order!

Mr MEIER: | compliment the Treasurer on this budget
and on his previous budgets. People are recognising that
many of the hard decisions are starting to pay off and it is
pleasing to see the way in which South Australiais benefiting
as aresult. | refer the Treasurer to the Budget Statement,
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pages 5.7 and 5.8. In that section, there is a comparison
between South Australiaand other states of tax efforts. The
issue of tax comparisons with other states often comes up,
and | recently discussed it with a constituent of mine,
indicating our relative position, but that constituent suggested
that people earn more in other states, particularly in New
South Wales, than they do here. Will the Treasurer indicate
how well South Australia stax effort compares with that of
other statesin 2000-01?

TheHon. R.l. Lucas. Thisis avexed issue. It involves
the measurement of tax effort or tax effectiveness by the
Commonwealth Grants Commission, which we provide
information on, as well as information on the level of state
taxes, which we report on in the budget papers, and we also
report on state taxes and charges per head of population as
measures of how the various state jurisdictions go about
tackling state taxes and charges.

Inrelationto thetax effectivenessor tax effort ratios, one
of the issues that leaves us in a dlightly unfair position in
terms of comparisonsisthat South Australia, through the tax
equivalent regime, collects land tax on Housing Trust
property. | understand that no other state or virtually no other
state does that. It is around robin. It goes into our state tax
collection but, in essence, it is not areal collection from the
non-government sector. Compared with other states, that
increases our totd tax collections. We have been having some
discussion about that issue. As | said, it means that the
measures that the Commonwealth Grants Commission
produces can be adjusted to at least make them a closer
apples for apples comparison rather than an apples and
oranges compari son.

The second issue is that of state taxes and charges per
head of population. In other words, what do peoplelivingin
New South Wales pay per head of population compared with
people living in South Australia? The difference is pretty
simple. People in New South Wales pay about 31 per cent
more per head of population in state taxes and charges than
peoplein South Australia. A tablein the budget papers shows
that South Australia is the third lowest taxed state on state
taxes and charges per head of population. To be fair, New
South Walesisway ahead of everybody elsein terms of these
comparisons. Most of the states are in a much closer band.
State taxes and chargesin New South Wales amount to about
$1 900, whereas most of the other states are within a broad
band.

For the smaller stateslike South Australia, so that we can
try to deliver the samelevel of servicesasthe other states, we
get compensation through horizontal fiscal equalisation
through the Commonwealth Grants Commission. That was
ahard fought battle and it isa credit to the Premier that it was
won. However, in South Australiait is more difficult. If we
are trying to attract businesses and investment to South
Australia, there are natural, in-built issues that we have to
address and sometimes it means that we have to raise more
money in South Australia than some of the other states in
terms of the CGC's measures and tax effort regimes.

Mr MEIER: | refer to budget paper 2, pages 6.17 and
6.18 and theimpact of the GST on state government feesand
charges. What isthe impact of the GST on state government
fees and charges? Which fees are subject to GST and what
price increases will result?

TheHon. R.I. Lucas: The overal result in terms of
implementation costsfor the GST, towhich | referred earlier,
looks like being potentially an all-up cost of $45 million.

Mr Foley interjecting:

TheHon. R.I. Lucas. That isanumber on whichweare
still working with various agencies. It will obviously be much
lessthan that because the greatest cost will be implementation
costs, devel opment of new systems and software; those sorts
of thingswill be the most significant costs. It is estimated to
be a lower level. We still do not have a number on that in
terms of what the ongoing costs will be. To be frank, some
of the $45 million is actually dollars that agencies are
expending from within their own portfolios, that is, various
officers who might have a number of functions will take on
thisadditional function. There might be some attributed cost
to the GST in relation to the work they are undertaking.

Interms of the split, it looks like being around $30 million
or so in terms of the preparation of this budget by way of
extraallocation to agencies, and about $15 million being met
by agenciesasacost pressure within their particular agency.
Anall-up cost of about $45 millionisthe best, latest estimate
in terms of implementation costs. That is considerably less
than was speculated earlier. | think the shadow treasurer
mentioned in this chamber a figure of $200 million for
implementation costs. The figure of $45 millionisconsider-
ably less than the figure being speculated earlier. It is till,
however, as | indicated in my opening statement, a not
inconsiderable sum which the state has had to meet. Various
other Labor treasurers, in particular, have used figures much
bigger than that in terms of implementation costs in their
areas. Asto theimpact on fees and charges, Mr Chairman, |
think you said there is no provision for tabling a document.

The CHAIRMAN: That is correct.

TheHon. R.I. Lucas: In response to a question asked
either in this chamber or somewhere else, | amin aposition
to table afull list of the fees and charges to which the GST
will apply and will not apply. We are releasing that document
publicly today, together with some other information in
relation to the impact of wholesale sales tax as well.

The CHAIRMAN: The opportunity is there for you to
bring that paper to the table. It will be circulated but it will
not be included in Hansard.

TheHon. R.I. Lucas: | am happy to do that; through the
lunch break | will get a copy of that document. It will be
made available through the other forms of the House; whether
inthischamber or the other chamber, someone has asked for
alist and we are releasing that document today.

Inrelation to thefinal part of the member’s question, the
impact on fees, charges and prices obviously varies. In the
case of agood number of fees and charges from non-commer-
cia sector agencies, the impact will be up to 12.8 per cent,
whichisthefull 10 per cent GST plusthe annual indexation
factor of 2.8 per cent. The commercial agencieswill haveto
look at numbers which may be less than that. In relation to
the PTB, the minister has announced that, with al the upsand
downs of the national tax reform package, busfareswill rise
by only 2 per cent asaresult of some of the tariff increases.
Thereisavery significant benefit in the national tax reform
package as aresult of the changes on diesel whichimpact on
the public transport system.

The GST impact on electricity is around 9.2 per cent or
9.3 per cent; itislessthan 10 per cent. They get some savings
and, therefore, they cannot chargethefull GST. They areable
to increase with the indexation figure; they have a separate
calculation, but it actually comes out to exactly the same
figure, fortuitously, in this year's events. | think it is of the
order of 2.8 per cent. AGL, which is a mgjor retailer, and
others have the capacity to charge lessthan that if they want
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to. But, rather than 12.8 per cent, | think their charge might
be down to 12 per cent to 12.5 per cent.

It isimpossible to respond in terms of the priceimpact on
al fees and charges, but, to summarise, it can vary from
2 per cent in relation to bus fares through to probably a
maximum of 12.8 per cent—whichisnot al dueto the GST,
| hasten to say, but, rather, the GST plus the annual index-
ation factor of 2.8 per cent which the government has
approved.

Mr MEIER: | refer to budget paper 2, particularly in
relation to property taxes. What has the government done to
promote aviable rural sector in this state?

TheHon. R.l. Lucas. Thereisavery long answer to this
question, which I will not give in the interests—

Mr Foley interjecting:

TheHon. R.I. Lucas: | am happy to make available a
more detailed response for the honourable member. The
government has done a large number of things, some of
which have been strongly condemned by the opposition. |
will try to dig up those initiatives which it has opposed and
those which it has supported. There have been a number of
stamp duty initiatives, in particular stamp duty exemptions.
Because of local financial institution closures, people have
moved their loansto other financial institutions: the honour-
able member will recall that. Thereis also the reinstatement
of the stamp duty exemption for rural debt refinancing.
Again, the member has been active in lobbying former
treasurers and the current Treasurer on these issues for his
congtituents. There is aso the extension of existing stamp
duty exemptions on intergenerational family farm transfers
for aperiod. Again, these arejust further examples. There are
many other examples that the government has announced—

Mr Foley interjecting:

TheHon. R.I. Lucas: | am pleased the shadow treasurer
has that on the record—repeating his party’s opposition to
some of these incentivesto keep family farmstogether. | am
sure our rural colleagues will be delighted with that further
confirmation of the Labor Party’s opposition and clear intent
to wind back those concessions should they ever be in a
position to do so.

Mr FOLEY: | said nothing morethan | have said in the
chamber. You may like to come back with the answer, but
can you provide acompletelist for 2000-01 of all remissions,
reductions, concessions from state taxes, fees, fines and
charges, and the cost to the budget for providing each of these
remissions, reductions and concessions?

TheHon. R.I. Lucas: | am happy to take that question on
notice. We could respond to parts of that question today but,
in the interests of getting as many questions from the
opposition as possible, which isaways our intent and desire,
I will take the question on notice and try to provide as much
information as we can.

Mr FOLEY: | cometo an area of the budget to which |
would like you to come back with the answer. There is a
budget expenditure line of $18.1 million, ‘ coordination and
advice' within the Department of Treasury, referred to on
page 3.5 of budget paper 4. You may care to take these
guestions on notice. Can the Treasurer advise in detail how
the expenditure of this $18.1 million is to be divided as
between the different target areas nominated on page 3.5?
Secondly, can the Treasurer provide a fully itemised list of
all expenditure to be undertaken within the $18.1 million with
avalue exceeding $10 000? That figure of $10 000 might be
too low, so | am prepared to accept a figure of, perhaps,
$50 000 if that is a more achievable request.

TheHon. R.I. Lucas. | am happy to respond to that
question now. If there is anything further that | can add on
reflection, | might do so. One of the dilemmas with the new
way in which we are presenting the accounts for estimates
committees and for commentators is getting people’s head
around—and | can understand that; no criticismisintended—
how the new outputs, output classes, etc., are constructed and
put together. The genuine endeavour in al thisisto try to
provide aseries of performance indicators ultimately against
which governments of al persuasions can be tested. Previous
budget papers, of course, indicate how much you have spent
and how much you have not spent, which isterrific fun, but
ultimately what are you getting for the dollars you are putting
in?

To cut through all of the description of ‘output budgeting’,
we are trying to deliver more information in terms of the
quality of services that are being provided. As part of that
process, we are attempting to look at the role of departments
right across the board in an effort to provide some measure
of consistency across the sectors. One area relates to this
issue of coordination and advice. | have heard some commen-
tators saying, ‘ The government is paying $100 million for
coordination and advice. For example, virtually the whole
role of the Department of Treasury and Financeisto provide
advice to the Treasurer and to the government.

The whole of the finance and economic sections of the
department exist to advise the Treasurer and the government
about spending proposals and those sorts of issues. Unlike the
area of education, which delivers a school service, or
whatever else, we are there very substantially to provide
whole-of-government advice on not only those sorts of
budget issues but aso on competition policy, as well as a
variety of other matters. The Department of Premier and
Cabinet is another good example where, in essence, a very
large part of its expenditure relates to coordination and
advice.

Some commentators jump from the question of consul-
tants—and | am sure that at some stage today | will be asked
how much money has been spent on consultants—and then
they try to wrap that in with, ‘shock, horror, in this case the
government is paying $18 million for coordination and
advice! In the case of Treasury, it is what Treasury has
always done. Some topping and tailing, obvioudly, is
involved as treasurers come and go—each concentrates on
their own areas. But in terms of the $18 million, it is about
how much we are paying the General Manager of Finance—
not that we are paying him $18 million; | am sure that he
would be thefirst to indicate that. But the General Manager
and all the officers within finance, in essence, are providing
coordination and advice in that area, and they come within
that output class or area of government. The same appliesto
the Department of Premier and Cabinet and some of the other
whole-of-government responsibilities and agencies.

In responding to the question, | am happy to have another
look at it but all we would be able to provide the honourable
member is confirmation that,  Okay, we are paying $5 million
on salaries to economists in the economics branch and
$4 million on salariesto more peoplein finance.” It might be
the other way around but that is the situation in terms of
salaries, sundries and allowances and those sorts of areas. We
can look to see whether that sort of information can be made
available but, in essence, that is what we are talking about.
It is not a ‘shock, horror’ new allocation from the govern-
ment: it isjust anew way of presenting what we have always
done.
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Mr FOLEY: | understand that. Treasurer, you should not
aways think that my questions are designed to get a‘ shock,
horror’ story. Sometimes my questions are about trying to
obtain information to assist mein both policy preparation and
helping my own thinking as to how one should structure
government. Indeed, | am asking my shadow ministeria
colleaguesto ask similar questions of each of their agencies
so that we can particularly look a some of the larger
spending departments to determine exactly what is spent in
that category. It istherefore appropriate that | ask this agency
to provide whatever information is available.

Treasurer, | know that you are holding a press conference
at 1 o'clock in relation to consultants. Perhaps we may
conduct some of the more interesting side of the consultancy
debate alittle later in the day. | appreciate that the Treasurer
might want to take this question on notice, but could he
provideto the committeealist of all consultancies|et during
1999-2000, indicating to whom those consultancies were
awarded, whether tenders or expressions of interest were
called for each consultancy and, if not, why not, the reasons
for the consultancies and, indeed, the costs?

TheHon. R.l. Lucas. In the interests of expediting
discussions today, | am happy to take those questions on
notice. | have the answerswith me but they would take some
considerable time. Given that | am handling Industry and
Trade matters today, | want to give opposition members as
fair a go as possible and not have them in a position—

Mr Foley interjecting:

TheHon. R.l. Lucas: No, to befair, other ministers are
still handling broadly their same areas: this year | am
basically—

Mr Foley interjecting:

TheHon. R.I. Lucas. | am not saying that | am over-
worked but, in terms of giving the honourable member access
to grill me unmercifully (as he has been doing for an hour and
a hit), it is only fair to alow opposition members the
opportunity to ask me as many questions as possible today.
I am handling two full days of questioning from last year,
minus Recreation and Sport and afew other bits and pieces
that are now in other agencies. It is not fair to measure my
response against others and criticise others because, if that is
to bethe case, | will read thewhole bally lot into the record.
| think that | am in adifferent position. | am trying to befair
because | have two previous portfolios to squeeze into the one
day.

TheHon. G.A. INGERSON: It is good to see that the
Treasurer is working so hard on the second portfolio.
Treasurer, could you advise the committee what initiatives
the department has implemented or considered that will
impact on women in the department?

TheHon. R.l. Lucas: Again, | am happy to provide some
detailed response to the honourable member at alater stage,
or to any other honourable member who isinterested in this
broad area. | admit, when | first arrived at Treasury, having
spent four years in education, that the issues in terms of
gender balance were—

Mr Foley interjecting:

TheHon. R.l. Lucas: | do not have to be careful. My
views are well known on this issue, both in Treasury and in
Education. | was struck that the issues of gender balance were
quite the reverse. To be fair, when | arrived in the Education
Department | thought that there was a particular approach
which needed to be adopted to ensure that there was reason-
able representation of men at senior levelsin some areas of
that department. That was certainly achieved and we had a

good representation, particularly at executive levels, of both
men and women in the Education Department. That hasbeen
a natural by-product in some parts of the history of the
Education Department through various governments and
ministers for along period of time.

When | arrived in Treasury | was struck, | suppose, that
at just about every meeting | attended (asmuch as| love my
male colleagues, in the Treasurer/officer sense, | might say)
it was very rare ever to see afemale senior officer within—

Mr Foley interjecting:

TheHon. R.I. Lucas: | amthefirst to concedethat. You
do not change the culture of an organisation overnight. As|
said, at a later stage | am happy to provide some detail to
those who are interested, but we appointed Kate Spargo with
the full assistance of the former Under Treasurer, then the
Acting Under Treasurer (John Hill), and now the new Under
Treasurer, Jim Wright. We have had the full support of the
under treasurers, if | can usetheterm collectively, in the past
12 to 18 months, as well as their senior executives. Kate
Spargo provided some advice, which | thought was very
sensible advice.

There are ways and ways of achieving change, and the
ways that have been discussed and recommended by Kate
Spargo, and agreed and endorsed by the under treasurers and
their senior staff, have been sensible ways of evolving change
in relation to this area. We have a situation where many
highly qualified young female graduates join Treasury, work
their way through to acertain level, and then, for avariety of
reasons, either move to other agencies or other careers, or
move back into their own set of persona circumstances,
which has meant that they have not continued with Treasury.

We are not over playing what we have been able to
achieve in ashort space of time, because | will bethefirst to
concede—and the Under Treasurer will be equally quick to
concede—that we are committed to change in this area. We
are setting in place some processes to see that change over a
period. | cannot speak for the Under Treasurer but | know
that 1 will not be around forever so, hopefully, the new
Treasurer—whoever and whenever that happensto be—will
see the good sense in what has been put in place and be
prepared to see that process evolve, change and further
develop so that in the estimates committees in four or five
years' time there will be a greater number of senior female
officers within Treasury. | suspect that there will not be as
many asthere arein education, but at least it will be agreater
number than we have at present.

TheHon. G.A. INGERSON: | have had a long-term
interest in gambling in relation to horse racing and other
areas. Some significant developments are occurring in
relation to the way people wish to gamble. What is the
position with the regulation of internet gambling?

Mr Foley interjecting:

TheHon. R.I. Lucas: It could come under both. It could
come under ‘gambling taxes' or we could tackle some of the
detail |ater with the Liquor Licensing Commissioner, aswell.
In terms of the broader impact of gambling taxes, the
honourable member’s question isimportant for treasurers and
future treasurers. | hasten to say that the views | expressare
the same views | expressed when | was the Minister for
Education.

An honourable member interjecting:

TheHon. R.I. Lucas: No, it is not necessarily the view
of al inthe government. My views have remained consistent
and, contrary to some scuttlebutt, they are not views | have
adopted as a result of being the Treasurer. When | was
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Minister for Education (and you, Mr Chairman, might have
been a minister of another portfolio), | always thought that
those of my colleagues who supported gaming machinesin
the Casino and those extraincreases in revenue should have
received a disproportionate share of the revenue that was
collected. It was not a view genuinely agreed to by my
ministerial colleagues. The issue of internet and interactive
gambling will be critical. The honourable member raised the
important issue of Treasury and gambling taxes, which this
estimates committee will have to monitor in future. When
governments and/or parliaments are taking decisions, they
will haveto consider their socia implications, aswell astheir
impact on the state's revenue base. | do not sit here today
arguing that taxation revenue measures only and not social
implications should be taken into account: both should be
considered.

Too often in the debate, one aspect istalked about and the
rest isnot. Ultimately, when people talk about the impact of
taxation, regardless of whether this government or future
governments do not get millions of dollars from gambling
taxes, if the government is to continue to pay its teachers,
nurses and police, it will have to raise the required revenue
through another taxation measure. We will havethe criticism
from welfare groups and others who will ask, ‘Why have you
further increased taxes on motor vehicle charges, because that
has a disproportionate effect on people living in the outer
suburbs, people who are running two cars, shift workers?,
or whatever it might happen to be: it is inequitable that too
much of the state’s tax base should come from that area. Or
if you happen to do it in relation to stamp duties, you will
have criticism from members of industry sectors who might
say, ‘ It will harm employment within the housing industry’—
or whatever it might happen to be.

Too often in this debate the tax implications of the
decision are being ignored, and the impact of various tax
decisions on population sectors and industry sectors are
ignored as well. It is just assumed that we will get rid of
gambling taxation or reduce it significantly and that it will
never be replaced by government with some other measure.
It is convenient for members to have that debate, and
membersin this chamber and my own chamber will haveto
debate that in the coming weeks or months. Asthey necessa-
rily look at the social implications of their decisions, | urge
them also to look at the socia implications of the taxation
impact.

If you get rid of alarge chunk of gambling revenue, state
governments and state treasurers will have to raise that
revenue through another mechanism. What will be the social
implications of those tax and revenue decisions the govern-
ment will haveto take? Then if you want to compare and say,
‘We're happy to have $50 million or $100 million less
collected on gambling taxes in the future; we are happy for
it to go onto motor vehicle charges and we are happy to put
up with theRAA and rural motorists and others who
complain about that, that is fine: members are having that
debate in the full knowledge of what they are doing. Certain-
ly, if I have any opportunity, | will be wanting to provide that
sort of information in terms of the debate that is about to
come. It is exactly that debate that the member for Bragg is
raising in terms of internet and interactive gambling, aswell.
That ismoving at agreat pace.

We can continue to delude ourselves with the views of
some of my federal colleagues who, like King Canute—or
perhaps even Don Dunstan—can stand at Glenelg beach and
stop atidal wavefrom coming. It wasjust impossible for that

to be stopped. | believe—and this is my view not the
government’s view—that the sooner we have a sensible
discussion nationally (or as many states as possible are
prepared to discussit sensibly) about aregulated framework
for interactive and internet gambling, where there is some
consistency between the states and the territories, the better
we will be. The longer we deny that, the greater the degree
of difficulty in achieving it. Various states are already moving
down the path at their own pace. The capacity we had in 1996
to be able to get alot of states and territories together to try
to do something sensibly in the area is being dissipated
slowly.

TheHon. G.A. INGERSON: In the budget statement
there is a reference to first home owner grants. What is the
government doing to provide relief in this area as a conse-
guence of the increased costs associated with the GST?

TheHon. R.I. Lucas. The government is doing a lot.
Broadly, a $7 000 package is to be provided through part of
the national tax reform arrangements. We are debating that
in the chamber at present. | am happy to provide to the
honourable member or other members further detail on that,
if required.

Mr FOLEY: With regard to the member for Bragg's
second question on internet gambling, there are occasions
when the Treasurer does surprise me. It isa pity it does not
happen more often, because he gave a well articulated and
extremely thoughtful contribution to debate. | thought that
response to the member for Bragg's question was good.
Without wanting to be too flippant, perhaps the Treasurer, a
few othersand | have to show some |leadership on thisissue
in the parliament very soon. Interactive gambling is coming
apace and none of us can afford to keep our head in the sand
and hope that we can withstand a revolution in terms of not
just gaming but how our lives are affected by internet
gambling. That isan issue that we can perhapstalk about |ater
today. | look forward to some other discussions about how
afew like-minded MPs—and | acknowledge the member for
Bragg and others—can advance that issue, because if we do
not we will be caught out. Enough of the niceties.

| want to come back to some criticisms that have been
made by commentators about the Treasurer’s budget. In my
opening contribution, | aluded to the Access Economics
report that was done as part of Trends, the BankSA report,
and | come back to the statement that Access Economicsis
making, as follows:

In the past two years, we have seen almost all the moves towards

asmaller public sector in South Australia undone with the govern-
ment’s contribution to local output back above 26 per cent.

It goes on to say:

In South Australia, government consumption as a share of state

output is at its highest level since 1986.
As | said, it was reported in the Australian yesterday that,
according to Access Economics, this is an unsustainable
position. How do you respond to that quite strong criticism
of your budget position from such a highly respected
economic consultancy, particularly on the conservative side
of palitics? It isafairly damning indictment on the past two
years budget policies. | would be interested to hear your
response.

TheHon. R.l. Lucas. Inrelation to budgets, the proof of
the pudding ultimately isin the eating. As for my response
to the shadow treasurer’s views asto where we might end up
(in hisview thisis unsustainable), if Access Economicsdoes
have that view, ultimately we will know next year. As| said,
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we are confident that we can deliver a balanced budget for
next year.

In relation to the specific issues, this is an issue that |
raised with the newspaper concerned. My advice and
understanding isthat this measureisnot just ameasure of the
state government: it involves commonwealth, state and local
governments. | am sure that because of problems with the
sub-editor rather than thejournalist all my responses were not
included in the story. The point | made wasthat, for it to have
morevalidity asacriticism, it really needsto look at the state
government’s contribution to this measure of the public
sector. | do not think the shadow treasurer should seek fairly
to portray—although he can seek to portray it if hewishes—
this measure as a just a measure of the state government.
There are options or possibilities where, for example, the
state government could have arelatively modest increase and
the commonwesalth might have a massive one. | am not
saying that isthe case, but | am saying that those options are
possible, and for this criticism to be mounted you would need
to get that level of detail to haveit asafair criticism.

The other point | would like to make is that, again,
governments obviously cannot win inthisarea. We are being
attacked by the Leader of the Opposition for cutting expendi-
turein education, health and avariety of other areas and that
we need to spend more on the arts and iconic buildings, and
those sorts of things. Yet we have this criticism which says
that we are spending too much.

Governments cannot win in relation to thisissue. | guess
if you are being attacked by some saying you are spending
too much and some saying you are spending too little, we
must be getting it about right. We are getting attacked by both
sides for arguing about our level of expenditure.

The last point | would like to make is that last year we
were attacked by the opposition shadow treasurer about the
5 per cent projected increase in total outlaysin real terms. |
highlighted at the time that, given the inevitable underspends
in both capital and recurrent which occur, we believed that
that figure would not be achieved. | think we are reporting a
figure of 1.6 per cent of total outlays of real growth in chapter
two of that budget document. So, instead of the 4.7 or 5
per cent projected increase that we were talking about, we
have delivered a 1.6 per cent increase. So, it is contrary to the
sort of message that the shadow treasurer and perhaps Access
Economics are seeking to portray: that this is a profligate
government spending money like a drunken sailor and
throwing it around wherever it happens to be. We are being
attacked by many for not spending enough and for cutting.
Our budget papers are showing that we delivered a budget
last year where our total outlays were significantly lessthan
we had estimated in real terms at the start of last year.

Mr FOLEY: It isquite novel to be grouped with Access
Economics. | want to come back to this point of the budget.
Itisnot just Access Economics. How do you respond to the
criticism of Standard & Poor’s who make it clear that:

As the annua expenses of running the government exceed
operating revenue, the net worth is, in fact, declining over time.

Thisis acomment that worries me gresatly, and | will try to
comeback toit alittlelater. Standard & Poor’sis saying what
the opposition has been saying right from the beginning of the
ETSA sde process when you got the green light from the
Upper House: that the government appears to be spending
somewhat more than the ongoing savings from the electricity
privatisation. Do you agree with that comment by Standard
& Poor’'s?

TheHon. R.I. Lucas. No. You cannot spend money
twice. If we produce a balanced budget—which is what the
government has produced—again, the proof of the pudding
will be in the eating, as | said in response to the earlier
comments about Access Economics and various other learned
commentators. Ultimately, who will be proved right will be
demonstrated by the performance this year. We believe that
we will produce abaanced budget. If that is the case, we will
be ableto sit here next year and say, ‘ Let’stalk about Access
Economics and Standard & Poor’s and others” The press
release from Standard & Poor’s relates to the debate that we
have aready had, and that isin relation to accruals: Standard
& Poor’'sislooking at the issue of accrual accounts. Unless
the member wants to repeat his view and my view, in the
interests of getting through as many questions as possible
today, | do not intend to put my position again: it is on the
record. We obvioudly respect the views of Standard & Poor’s
but we are not in the business of dagging Standard & Poor’s,
Access Economics and others. We are interested in their
comments but, in the end, we will have to demonstrate that
we can deliver a balanced budget to show that any concerns
they might have had were unfounded.

Mr FOLEY: I findit interesting that the Treasurer is now
acknowledging, obviously, that he is receiving significant
criticism from not just national commentators such as Alan
Mitchell but also from respected authorities such as Access
Economics and Standard & Poor’s. It is not bad when the
opposition has organisations such as those to assist it in its
process of picking to pieces the government’s budget. What
| am getting at and, clearly, what Standard & Poor’s is
saying, aswe have said al theway through, isthat the debate
about selling ETSA has been |ost. The government won that
battle and it is removing asubstantial amount of state debt as
aresult. But the critical issue now isthe budget bottom line.
Arewein abetter position with respect to the budget bottom
line than we were in the past? My fear (and it is confirmed
by Standard & Poor’'s and Access Economics) is that,
particularly as you lead up to the next election and the
desperation stakes are increased for a government that is
attempting to buy its way back to power, it will let loosein
terms of government spending in an attempt to try to
somehow buy its way back into office.

The Treasurer said before that you cannot have it each
way. The smple point that he has not concentrated on isjust
exactly what the government is spending itsmoney on. | am
happy to list off a number of projects that | would say are
examples where government has not managed expenditure
properly. I can think quickly of the government radio network
contract, $250 million and climbing; and blowouts in some
major capital works projects which become a common
occurrence: the wine centre and the lovely rose garden,
Hindmarsh Soccer Stadium, the Convention Centre—indeed,
the Premier acknowledged at the estimates committee last
year that it would be well in excess of what was originally
budgeted. Those matters compound all the way through and
giveriseto some of theseissues. In particular, this budget is
forecasting for 2000-01 a 9.3 per cent increase in capita
works, whichisin any termsclearly asubstantial increasein
capital, and which again | would say is underpinned by the
view of Access Economicsthat it isamost apump priming
exercise to keep the state’s economy in some degree of robust
nature as the government leadsinto the end of next year with
astate election.

What is obviously of concern (and | refer to table 2.1 on
page 2.3 of budget paper 2) isthefull estimates, particularly
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2002-03 and 2003-04, where capital works is expected to
decline in 2002-03 by 6.3 per cent and in 2003-04 by
3.3 per cent. Can the Treasurer comment on the capital works
budget explosion over the next year and the forecast down-
ward trends in what would appear to be the first couple of
years of the next government, whoever that is?

TheHon. R.I. Lucas: Thisisthe only estimates commit-
teel attend where the questions are longer than the answers.
I will try to remember all the questions. First, | do not think
that the member should delude himself that Standard &
Poor’s or Access Economics, if asked to line up the economic
credentials of this government and what it has done and what
the opposition is promising to do, will side with the opposi-
tion on these issues. If he has that view, | think he is sadly
mistaken. Thereisavery strong endorsement of the hard and
tough decisions this government has taken. They have
criticised a number of aspects, but in terms of some of the
hard and tough decisions that this government has taken,
particularly in the last couple of years, thereisavery strong
endorsement. It was for that reason that this state’s credit
rating went from AA to AA+.

Mr Foley interjecting:

TheHon. R.I. Lucas. Ultimately, we have—

Mr FOLEY: Unlike Victoria.

TheHon. R.l. Lucas: Ultimately, we will haveto be able
to do what Victoria has done: it has delivered significant
surpluses and got rid of virtually all its debt.

Mr Foley interjecting:

TheHon. R.I. Lucas. That is the goa that we have to
work towards. If you ask Standard & Poor’s and Access
Economics to line up the economic credentials of this
government with what the shadow treasurer and the L eader
of the Opposition are promising, | know what the response
would be—not that they would say that publicly, | am sure.
So, | do not think the shadow treasurer should delude himself
that Standard & Poor’sisendorsing hiseconomic credentials
in relation to thisissue.

In relation to whether we are better off, the answer is
‘Yes'. Themember’s second question was: arewe any better
off than when we first started? We had a cash deficit of
$300 million a year, and growing, under the member's
previous government. We now have abalanced cash budget;
and, even if one wants to accept the opposition’s criticisms
of this year—1999-2000—where we have a $39 million
deficit, it is a quantum leap in terms of improvement to the
mess that was |eft. The shadow treasurer asked: are we any
better off than when we started?

Mr FOLEY: That'swhat | said.

TheHon. R.I. Lucas: That iswhat you said. The answer
is: yes, we are, and by a very significant margin in terms of
the $300 million, and growing, cash deficit. Heaven knows,
if we had done the accounts in those days, what they would
have shown. As| said, the Labor Party did not want to know
about those sorts of issues. That was al too difficult for the
Labor Party. This government has been prepared to tackle
that issue in the last three years—the last two years in
particular—in terms of producing accrua accounts.

In relation to capital works, it is again the same story as
last year. A significant number (wewill have the numbers by
30 June, or soon afterwards) of capital works projects in
portfolios have been delayed for awhole variety of reasons.
| am sure that individual ministers, in their estimates, will
givetheir particular reasons. Asaresult of those delays, they
then move over into the following financia year, 2000-01,
and we will therefore see this 9 per cent or 9.5 per cent

projected increase over the estimated result for 1999-2000.
So, that is the explanation for the 9.3 figure in terms of
capital works for 2000-01. It is very significantly, but not
solely, aresult of issuesthat have flowed over, together with
some strategi ¢ investment decisionsthat the government has
taken in relation to capital works infrastructure.

There are major projects, which the Premier talked about
yesterday and which other ministers will talk about, which
this government believes we need to deliver on to produce the
economic revival that is needed by the state. We are,
therefore, spending a significant sum of money on the river
bank precinct. We believe that that is an exciting project that
will do alot for the state’s development, and we see it as
being a very important capital infrastructure devel opment
together with things such asrailways, hospitals and avariety
of other programs that various ministers have announced in
recent times.

Mr LEWIS: Following on from that theme (and | refer
to page 3.1 of the Portfolio Statements), can the Treasurer
provide information on whether or not we still have any high
interest rate borrowings on our books, such asthe Labor Party
so cleverly negotiated during the 1980s? Wheat is the duration
of the borrowing term? What is the average duration; what
isthelongest duration of any of the debts we have, and what
is the shortest duration of any of those borrowings we have
made?

TheHon. R.I. Lucas. There might be further detailed
information | can provide to the honourable member |ater, but
| understand that the highest interest rate we have at the
moment in terms of previous borrowings is 15.07 per cent.
These borrowings were taken out by the previous (Labor)
administration over 10 years ago, and we are grateful that in
the next few yearsthey will mature. | am told that the average
borrowing cost for this current quarter isaround 8.5 per cent.

Thelowest interest rateswould bein the ball park of 5 per
cent or so. They would be the more recent interest rates,
obviously, and by ‘morerecent’ | mean the last two to three
years rather than the last few weeks. They would be of that
order, and | can get some idea of that for the honourable
member. Intermsof length of loans, | do not have the advice
with me but | recall from previous advice that the longest
loan still outstanding is about 40 years. There are not many
of those, and there are also very few of the 15 per cent loans.

Mr LEWIS: As a supplementary question, what were
those high interest rate borrowings for?

TheHon. R.l. Lucas. Just genera financing of whatever
our debt happened to be at the time. At that time, interest
rates were of that order. Those borrowings would have been
taken out in the late 1980s. | do not know if the honourable
member had a home loan mortgage at about that time but
there were numbers much higher than that. If you were
making a quid in business you were probably aso paying
significant lumps of interest. That wasjust the ball park at the
time, in terms of generally financing our state debt.

Mr LEWIS: Will the Treasurer tell the committee what
the proportion of offshore to domestic debt is, from that same
document, the Portfolio Statements?

TheHon. R.I. Lucas. | am told that around 70 per cent
of SAFA's external borrowings have been sourced from the
domestic market. Obviously, offshore borrowings are
undertaken only if they provide an economic cost advantage
over domestic borrowings. In terms of offshore borrowings,
as you would expect, no foreign currency exposures are
allowed, so all foreign currency borrowings are swapped back
to Australian dollars at the time of undertaking the borrowing.
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Mr LEWIS: Doesthe Treasurer have alist that he could
provide to the committee, not necessarily today, of the assets
held by the ‘ bad bank’ and their most recent val uation? How
much money is there, how much in assetsis there?

TheHon. R.I. Lucas: | think | will need to take that on
notice. However, | am quickly advised that virtually all the
assets of SAAMC, the ‘bad bank’, are liquid or financial
assets now, working our way through managing the various
liabilities we have. We evidently have a building in Wake-
field Street, but | will obtain further advice for the honourable
member. Largely, it isjust over $2 billion worth of financial
assets that are being used to manage various liabilities over
aperiod of time. Other than the building in Wakefield Street,
that would appear to be all that SAAMC has by way of its
assets.

Mr LEWIS: Could we have a balance sheet of that
vehicle called, in the vernacular, the * bad bank’ ?

TheHon. R.I. Lucas: | am happy to provideinformation
aong those lines for the honourable member and provide it
to the committee.

Mr FOLEY: | would like to concentrate on the ‘bad
bank’. | note that, for the second budget running, dividends
from the ‘bad bank’ totalling $170 million have been
withheld (Page 7.7 of the budget). The budget states:

The Treasurer can repatriate capital from SAAMC or determine
any surpluses of SAAMC from any year to be paid into consolidated
account or otherwise dealt with at the Treasurer’s discretion.
Theaarm bells start ringing on this one, because it seemsto
me that there isanice little hollow log building for govern-
ment. What isthe value of the current retained dividends and
cash surpluses within the ‘bad bank’ ?

TheHon. R.I. Lucas. | am horrified that anyone would
suggest that we have a hollow log. | am told that the net
assets are about $280 million dollars. In terms of the returns
to the budget of these dividends, the statement the honourable
member has quoted isavery accurate assessment of that and
anumber of other areas of the budget. Ultimately, the cabinet
and the Treasurer need to cometo alanding in relation to a
number of these issues.

The interesting corollary of the honourable member’'s
questionisthat, if the government had taken the same amount
of SAAMC dividend in 1999-2000 asit was originally going
to, which was $201 million, then we would have been
reporting a $160 million surplus in 1999-2000. So, the
corollary of the honourable member's question is
self-defeating: it is working against some of the other lines
of questioning that he has been trying to develop in terms of
unsustainable budget positions that this government has.

The simple reason for the delay of SAAMC dividend is
in part answered by some of the earlier questions. Thereisan
inevitable delay in spending from government departments
and agencies, both recurrent and capital, from one year to the
next, 1999-2000 to 2000-01. | refer the honourable member
to the budget paper figure where, instead of having a4.7 per
cent increase intotal outlaysin real termswedelivered a1.6
per cent increase. What you have is a deferral into another
year of alarge amount of expenditure.

The money to fund it isjust following the expenditure. We
were going to bring to account $201 million in 1999-2000 to
pay for this spending: the spending did not go ahead and we
have thereforejust delayed the SAAMC transfersto next year
and the year after. If some are delayed longer than that, |
suspect that that will not worry the shadow Treasurer anyway.

That is the current thinking, but let me be quite clear, as
| have in the past: when | lived in opposition, what | would

cal the balancing item that John Bannon, Mr Foley and
others and their advisers used in every budget at June 30 was
SAFA dividends. Sometimesthere would be aturnaroundin
the budget—one year | remember it was $400 million—asto
what was projected to come into the budget.

Governments of al persuasions have a number of
balancing items so, when expenditure goes up or down, they
need to have revenue items that are capable of being able to
go up and down to deliver the end result that is the objective
of the government. If we had done what was originally
intended with SAAMC, that is, deliver, we would have been
reporting a$160 million surplus. The shadow treasurer would
have congratul ated us roundly and all the economic commen-
tators would have said what awonderful job we had donein
delivering a$160 million surplus. We did not think that was
afair reflection of the budget position because the expendi-
ture had not been expended in that year. We could have taken
the cheat’s way out and reported a massive surplus, but we
were trying to be open, transparent and accountable, as we
alwaystry to be.

Additional Departmental Adviser:
Mr A. Anastasiades, Chief Executive Officer, South
Australian Asset Management Corporation.

Mr FOLEY: | am extremely interested in the figure of
$280 million that is sitting in the bad bank, and | might well
have congratul ated the Treasurer if he had produced a budget
with a$160 million cash surplus, which surplus would have
gone towards the debt. What interests me is what the
government intends to do with this large sum of money.

TheHon. R.I. Lucas: Spend it.

Mr FOLEY: You are going to spend that large sum of
money? That is an interesting admission.

TheHon. R.I. Lucas: What €lse would you do with it?

Mr FOLEY: Pay it off debt. Let us work through what
the government is going to do with that money next year.

TheHon. R.l. Lucas: | just explained that to the honour-
able member. Allocations of money for particular programs
were not spent in 1999-2000, so that goes over to the
following year. The money has to be spent in the following
year, so we need to have the money to provide for the
program. It does not work exactly like this, but in essencein
the budget for 1999-2000 the money from SAAMC that was
to be provided for that program follows the expenditure.

Mr FOLEY: What isthe difference between the amount
of money retained in the bad bank that is already committed
to expenditure lines and the net balance?

TheHon. R.I. Lucas. It does not go into particular
expenditurelines. It goesinto Consolidated Account. | hope
the shadow treasurer understands the nature and shape of the
budget. We do not say that this $50 from SAAMC will be
spent on that school. What happens is that X dollars from
SAAMC, and everywhere else, comesinto abig bucket called
Consolidated Account and we give the money to ministersto
spend. We cannot say that this $1 in SAAMC goes to this
school in Moonta.

Mr FOLEY: Isthe Treasurer saying that the $280 million
retained within the bad bank is committed to existing
expenditure?

TheHon. R.I. Lucas. No.

Mr FOLEY: Soit will be new expenditure.

TheHon. R.l. Lucas. What | am saying isthat acompo-
nent of SAAMC dividendswasto be allocated in 1999-2000
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for expenditure and acomponent of that is being deferred to
future budget years, some for 2000-01 and some for 2001-02.

Mr FOLEY: What are you going to do with the balance?

The Hon. R.l. Lucas: The balance that was unallocated
remainsin SAAMC.

Mr FOLEY: Will the government drag that forward into
next year to fund its pre-election budget?

TheHon. R.I. Lucas: That will be abudget decision that
cabinet and much wiser headsthan | asamere Treasurer will
have to take.

Mr FOLEY: Will the Treasurer now put an estimate on
that figure? The government has a sum of money in the bad
bank that it is preparing to usein the lead-up to the next state
election. | would like to know how much that amount is.

The Hon. R.l. Lucas. Thereis nothing wrong with this
money: it ismoney that the state owns. It is available should
the government decidein any particular time frame to expend
it.

Mr Foley interjecting:

TheHon. R.I. Lucas: The money exists within various
government departments and accounts and, in this case,
within SAAMC.

Mr Foley interjecting:

TheHon. R.I. Lucas. Should the shadow treasurer ever
be Treasurer and there is money |eft in the SAAMC accounts,
he will have the capacity to do that. If he wants to make a
policy commitment today, | challenge him to make a
statement now that every budget line like SAAMC—

Mr FOLEY: No, | asked the question.

TheHon. R.I. Lucas: Let me put the challenge. If there
is no response, we will know what the hypocrisy of the
honourable member’squestionis. | challenge the honourable
member, should he ever be Treasurer, to state that every
account in every agency will be brought to account and paid
off debt without being used for expenditure. We will not get
that commitment from the shadow treasurer, and | do not
think that anybody would expect him to give that commit-
ment.

Mr FOLEY: Given what the government will do with this
money, | suspect there will not be much left for a future
Treasurer. |s the Treasurer able to put a date on when the
government thinks the bad bank will be wound up?

TheHon. R.I. Lucas: 2004 is the projected closing of
accounts, and that isin the context of how the liabilitiesand
assets are wound out. There is astaged program in terms of
how the debt or liabilities are managed in the best interests
of the taxpayers, so 2004 is the projected date.

Mr FOLEY: Paymentsfrom SAFA to government are set
to fall to $22 million and then to $9 million and go back up
to $31.5 million in 2003-04. Will the Treasurer explain those
movements?

TheHon. R.l. Lucas: It is a similar discussion to the
debate we have just been having. It isajudgment that cabinet,
based on advice from myself and Treasury, will take in
relation to when the government believes it should bring to
account some of those dividend flows.

Mr FOLEY: | note that the government expects to
receive $50 million from the operations of SAFA this year.
As the annua report for SAFA is not yet available, what is
the anticipated operating surplus for SAFA for 2000-01 from
which this dividend comes?

TheHon. R.I. Lucas: | will need to take some advice on
whether or not | should place on the public record the
projected operating surplus of SAFA. | am happy to have a
further discussion with the shadow treasurer after | have

taken that advice. The figure that the member used is
$50 million. We are not looking at sufficient profit, putting
itinitsbroader sense, in 2001 to generate that. We would be
looking at whatever we make in 2000-01 plus some repay-
ment of retained earnings, which is similar to the SAAMC
debate to which | referred earlier.

[Sitting suspended from 12.55 to 2 p.m.]

Additional Departmental Adviser:
Mr Rick Harper, Chief Executive Officer, Funds SA.

Mr MEIER: | refer to budget paper 2 in relation to the
Budget Statement. Has Funds SA changed its investment
strategy in the past year?

TheHon. R.I. Lucas: Thisisan issue on which we touch
each year in terms of the investment strategy of Funds SA.
The introduction of member choice from July last year saw
amovefrom asingleinvestment strategy for all fundstofive
separate investment strategies. | think we call them ‘ growth’,
‘balanced’ and a variety of other names such as that, so
various options have been given to membersin terms of these
strategies.

The four strategies within the Southern States Superannua:
tion Scheme were designed to fit within a member choice
program. The balanced option receives a contribution from
members who do not make an election under choice. Its
growth assets-debt assets mix was set at 70-30, dightly down
from the previous numbers of 75-25. The reasons for this
move relate to the need to position the strategy within arange
of offerings to scheme members and to provide a default
strategy which is broadly competitive with comparative
products in the marketplace.

In broad terms, the growth strategy has a mix of growth
assets 90 per cent and debt assets 10 per cent; balanced is
70-30; conservative 40-60; and cash is zero growth and
100 per cent. Thisis technically an issue not for Funds SA
but, rather, for Super SA. | understand that, while all those
choices are provided to members, the vast mgjority are
choosing the balanced option. Nearly 11 000 have chosen the
balanced option, which is the safest option; about 700 have
chosen growth; only 13 have chosen conservative; and five
have chosen the cash option. So, the overwhel ming percent-
age of people are staying where they are at the moment. It
may well be something which evolves over time as people
become more confident about choosing a particular invest-
ment strategy. Clearly, those who are choosing are those who
are prepared to take a punt on the growth strategy as opposed
to the more conservative options.

Mr MEIER: What investing does Funds SA do in South
Australia?

TheHon. R.I. Lucas. Again, this issue is raised most
years, so we have endeavoured to try to provide some
information to assist membersthisyear. Funds SA workson
a ‘managing managers approach, which means that Funds
SA itself does not dictate the geographic allocation of
investing within Australia. Therefore, it does not dictate
investment within South Australia specifically. The advice
from Funds SA is that the investment level, nevertheless,
within the state is still significant. It is difficult, obviously,
to estimate exactly because national companies might be
headquartered somewhere else but have a very strong
presencein South Australia, and the current version—or soon
to be old version—of BHP is an example of that. Thereisa
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very strong presence of BHP in this state, albeit that it is not
the headquarters of BHP.

Advice | have been given isthat big companiesin South
Australia such as Coles Myer, BHP, Woolworths, etc.,
employ many more South Australians than many of the listed
South Australian companies because of their size and
employment profile. However, Funds SA has endeavoured
to do an estimate of exposure to South Australian operations.
Going through all the various asset bases from property,
indexed bonds, Australian equities, etc., it is estimated at
around about $400 million to $450 million which, according
to Funds SA, is about 10 per cent of its total investments.

Mr MEIER: In smple terms, what is Funds SA’s
investment approach?

TheHon. R.l. Lucas: | think, again, it will not surprise
membersto know that it continues to be much the same asit
has been in the past, that is, spreading risk and diversifying.
Interms of diversification, spreading of asset classesisbeing
employed to ensure not too great an exposure to any single
class; and spreading different investment managers so that
you are not locked into one particular investment manager.
Thisisthe ‘managing the managers approach so that you are
not excessively exposed to the investment approach that one
particular investment manager might have. The combined
portfolios contain awide spread of stocksto ensure that the
performance of individual shares or bonds do not impact on
performance excessively. There are a number of other ways
inwhich Funds SA isminimising the risk and maximising the
returns of itsinvestment. But, spreading the risk and diversifi-
cation, in particular, are the key elements of its strategy.

Mr FOLEY: When will Funds SA open up the options
of the various different funds to those public servants or
peoplewho have been in the employ of government but who
are non-contributory members of the state super scheme?

The Hon. R.l. Lucas: Open them up to what?

Mr FOLEY: To those people who have funds in Funds
SA but who are not contributing to their own superannuation.
They do not have access to the growth option; that is the
question.

TheHon. R.l. Lucas: | amtold thefirst quarter next year.

Mr FOLEY: Next financial year?

TheHon. R.I. Lucas: The September quarter this year,
so July to September this year.

Mr FOLEY: | have asked this question previously in
relation to the federal government’s legislation of investor
choice for members of superannuation funds, which |
understand is stalled in the federal parliament. First, we do
not know whether the legislation will pass but, assuming that
it passes, does that affect state government superannuation
schemes, and, if so, what is the thinking of how we would
manage the potential movement of membersin and out of our
state schemes?

TheHon. R.l. Lucas: We are not clear whether it will get
unjammed, if ever, in the commonweslth parliament. | am not
sure whether the member for Hart has any greater knowledge
of that than we do, but it is certainly stalled there at the
moment. | am advised that, because we are a constitutional ly
protected scheme, the state would have to make adecision to
head down the path even if the legislation were passed. It
would not apply to usautomatically. The government has not
yet made the decision about whether or not it believes we
should do that.

Should the government decide that that was the case, we
would then, | am told, have to bring legidation to the
parliament. The parliament would have to expressaview and

agree or not that it was sensible to go down this path. Three
hurdles are to be jumped, none of which have been jumped
yet. The first hurdle, obvioudly, is getting it through the
federal parliament. Secondly, as agovernment we would have
to make a decision that we want to move down this path.
Obviously, we would have to bear in mind what other
governmentswere doing. If every other state government was
giving this sort of choice to its members that would be a
factor. Conversdly, if every other government decided not to
that might also be afactor in our thinking.

Should we get over that second hurdle we then have to get
over the third hurdle, which would be legislation in the
parliament where the parliament can either agree or not. In
terms of the impact, the safest response is that we do not
know at this stage. Until we see the colour of their eyes, that
is, the final detail of what the legidlative package might be,
we are obviously not in a position to give informed advice.
Even then a good degree of guesswork will be involved in
terms of what the impact will be.

Mr FOLEY: It certainly will be an interesting issue, and,
if it does occur, anice policy problem for whoever has that
responsibility in yearsto come. | noticein the budget papers
that this year Funds SA and subsidiaries have provided
$18 million of income tax equivalents. It had not done so in
the previous budget year. Treasurer, could you advise the
committee the nature of that income tax equivalent, and |
refer to Estimates Statement, budget paper 3, ‘ consolidated
account, estimates of receipts’ (page 57).

TheHon. R.I. Lucas. You aretalking about the $18 mil-
lion figure?

Mr FOLEY: Yes. Can you explain that to me? It might
be a silly question but | am trying to work out what that
$18 millioniis.

TheHon. R.I. Lucas: | will takethat question on notice.
| am not entirely clear why there would be a tax equivalent
payment in this coming budget and none at all in the previous
budget. We will need to take some advice on that.

Mr FOLEY: | asked that question because | thought |
might be missing something, but | am glad the Treasurer is
missing it, too. Could the committee be provided with alist
(this may appear in the annua report, and if it does | am
happy to wait until then) of the fund managers used by Funds
SA. | would particularly like the fund managers identified,
for what length of time they are appointed and, if possible,
some commentary as to why a particular fund manager was
selected.

TheHon. R.I. Lucas. We are happy to provide that.
Some of that information isavailablein the annual report and
on the web site but, clearly, lengths of term, | presume, are
not. In relation to the further questions, we will take some
advice and provide as detailed aresponse as we can.

TheHon. G.A. INGERSON: Sometime ago | remember
having a discussion with the previous Treasurer about the
difference in the return in the funds invested in WorkCover
and Funds SA.. | know that there has been a change of policy
in respect of Funds SA. Has there been a significant improve-
ment in the return on funds over the past three to four years
inrelation to Funds SA, andisit asaresult of the movement
to the managing scheme?

TheHon. R.I. Lucas. Thesimpleanswer is, ‘Yes'. | am
told that, for most of the past three years, the performance of
Funds SA has been in the top quartile of funds managers
nationally. That is a pretty fair independent benchmark, |
suppose, of the performance of funds. For most, if not all, of
that period it has performed pretty well compared to those
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benchmarks. | am also advised that the three and five year
real returns after inflation of 13.8 per cent per annum, which
is the three-year figure, and the 9.9 per cent are well above
Funds SA’s long-term investment target of exceeding 4 per
cent per annum after inflation over afive year rolling period.

The targets were 4 per cent and they have landed on
13.8 per cent and 9.9 per cent on athree and five year rea
return. They have been encouragingly good performances
from Funds SA and it isacredit to the board. | pay tribute to
the board and Helen Lynch in particular. | also pay tributeto
the hard-working management and staff who are present. | am
sure that Rick Harper will be thefirst to acknowledge that he
iscomingin at thetail end of all the hard work that everyone
else has been doing. He will continue that, obviously. | thank
Lew Owens and the rest of his hard-working staff, together
with the board. It has been a terrific combination in the
interests of the state.

Sometimes one can look back and say ‘ congratul ations
to ministers or governments who have appointed key people
into various areas. This is one occasion where a good
decision was taken by a number of people. Obvioudly, that
needs to continue. Mr Owens has now moved on to other
challenges as the Independent Regulator. We believe that he
will be afirgt-class appointment in that area. We look forward
to the efforts of Mr Harper and the team, together with the
board—which will inevitably change; people cannot stay on
that board forever. If they can maintain the performance level
of the past few years that will be to the benefit of the state
and the members.

TheHon. G.A. INGERSON: It is good to see such a
marked improvement because the major benefactors, of
course, are the members of the scheme. There was a very
significant difference between the performance of the two
investment fundsthat arerun at different levels. It isfantastic
to see.

Mr FOLEY: When | was briefed as shadow treasurer by
officers of FundsSA and consultants working for FundsSA,
| was given to understand that the proceeds of the sale of the
Adeaide Casino were the property of FundsSA. Indeed, some
time ago in an Advertiser article the Treasurer indicated that
it was the property of FundsSA. What was the expectation of
FundsSA with the receipt of the sale? Clearly, when | was
briefed some months ago, the expectation was that all
proceeds went to Treasury and became part of FundSA's
assets. Obviously, something happened along the way. What
happened along the way, and what discussions occurred
between the government and FundsSA over that issue? When
the sale process was under way, | was advised that all
proceeds of the sale would be the property of FundsSA. The
government itself made a decision that that would not be the
case. What discussions occurred between the government and
the board of FundsSA on this matter?

TheHon. R.l. Lucas: | am not sure about the second part
of the honourable member’s question. As a result of our
discussion thismorning, my adviceisthat the proceeds from
the sale of the Casino—when that sale occurs; it has not
happened yet, as they have been going through a probity
process for the past few months—will stay within the
accounts of FundsSA. In the second part of the honourable
member’s question, heisintimating that he was briefed such
that the proceeds would stay within FundsSA but the
government changed that: | am not sure what the honourable
member means.

Mr FOLEY: | tripped up alittlein trying to explain that.
Clearly, | was taking about the unfunded liability of

FundsSA and how FundsSA would take all the proceeds of
the sale of the Casino and the effect that would have. The
point is that, from last year's budget, the government itself
clearly had an obligation to fund a certain level of unfunded
liabilities this year, which it is now not doing through that
transaction. What comments can FundsSA make about the
discussionsthat occurred between it and the government? The
Treasurer talks about a premium on the sale: how does he
determine what the premium on the sale was?

TheHon. R.I. Lucas. Thisisthe same question we had
a couple of goes at this morning, and the government’s
position has not changed. The member for Hart is now
accurately describing the situation, that is, when the funds are
paid to FundsSA, they will stay within the accounts of
FundsSA. The government has made a deliberate decision,
clearly articulated in the budget papers, for 2000-01 to reduce
the previously estimated contribution towards past superan-
nuation liabilities. However, having done that—and | said this
morning but | will repeat it—I am told that as of June this
year (and we will till be in this position in June next year)
we are either on schedule or ahead of schedulein terms of the
repayments. It is not as though we have this 40-year plan to
refund and, after looking at the years we have beenin contral,
find that we have dropped behind. As of June this year, we
are actually ahead of schedule and will still be either on
schedule or marginally ahead of schedule in June next year.
We are staying on track. For the reasons we have explained
this morning, we have just taken a conscious decision to put
inlessin past service super in this coming year than we were
going to do.

Mr FOLEY: What was the premium on the sale?

TheHon. R.l. Lucas: Theissuefor usis more particular-
ly what we chose to put in, or not put in, in terms of past
superannuation.

Mr FOLEY: Wasit $86 million?

TheHon. R.l. Lucas. The government can do nothingin
terms of what sum goesinto the FundsSA accounts. As| said
thismorning the government’sviewpoint isapolicy decision
we had taken that would mean we could have continued to
put in past service superannuation at the previously estimated
level, together with the additional calculation involving the
premium to the FundsSA accounts from the sale of the
Casino, and we would have then been even more ahead of
schedule in terms of the repayment of superannuation
liabilities. We took the decision to say, ‘We are either ahead
of schedule or on schedule at present. Through the sale of this
asset, FundsSA will get X dollars. Therefore, wewill reduce
the payment into FundsSA for past service super.

Mr FOLEY: When the Treasurer did his budget last year,
FundsSA had an expectation of what it would get for the
Adelaide Casino. That was clearly factored into his budgetary
thinking in terms of what he needed to allocate each year to
meet the unfunded liability. The government has obviously
received more for the Casino than it expected, which has
assisted the Treasurer in what | would call the fiddle.

TheHon. R.I. Lucas. The member does not necessarily
have an accurate view of the flow of fundsfrom government
to FundsSA in relation to past service superannuation. If you
go back over the past three or four years, you see that, at
sometime around the end of the financia year, an adjustment
has been made—and it obviously has been reported, asit has
to be—in terms of the level of contribution of past service
superannuation. One of the adjusting items for under
spending in the past has tended to be, say, SAMC, whichwe
discussed thismorning. One of the other optionsfor govern-
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ment isto adjust itslevel of past service superannuation. In
one year there was a significant difference in repayment of
superannuation for those reasons.

Mr FOLEY: 1998-99?

TheHon. R.I. Lucas. Going back even further than that.
In 1997-98—and if thisis an incorrect interpretation, | will
correct it when the answers come back—the budget for past
service superannuation was going to be zero, but we put in
$264 million. We put in $264 million more than we budgeted.
In the previous year, 1996-97, we budgeted $21 million and
we put in $151 million. I will just double check whereit says
‘budget’ and ‘actual’ to ensure that | have interpreted it
correctly. Past service superannuation has tended to be what
SAFA wasfor the Bannon government in the 1980s (and we
were talking about thisthis morning): an item that was used
at the end of financia yearsto balance variousitemsand end
budget results.

Mr FOLEY: You arecritical of the Bannon government’s
doing that, but you are now saying that you are doing exactly
the same thing.

TheHon. R.I. Lucas: We are not using SAFA. We are
quite open about it; we are not pretending otherwise. We are
being transparent and accountable. We are saying we are
using both SAMC—

Mr Foley interjecting:

TheHon. R.I. Lucas. No, that isnot what we are saying.
We can havethisdiscussion again if the honourable member
wants. When expenditureis not spent in aparticular year and
it goes over into the following year, the money needs to
follow it: it is as simple as that.

Additional Departmental Adviser:
Mr G. Vogt, Chief Executive Officer, Motor Accident
Commission.

TheHon. G.A. INGERSON: Can the Treasurer update
the committee on the MAC sponsorship program and how it
aims to curb the trauma of road accidents?

TheHon. R.I. Lucas: MAC hasfinalised its sponsorships
for 1999-2000 and is currently working through its sponsor-
ships for 2000-01. | am told that 19 applications have been
assessed by MAC, each requiring asigned MOU (memoran-
dum of understanding) before funds are made available.
There is aso some ongoing sponsorship from previous
financia years.

In thisyear sponsorshipsinclude mass mediaroad safety
advertising (which is done through Safety Strategy Area
Transport SA); South Australian Road Transport Association
Driver Safe; SAPOL (which is the traffic information and
promotion section); Passenger Transport Board (whichisthe
late night bus service—Night Moves); History Trust of South
Australia; the Risky Business Cafe; SPARC (which is a
choice, recreational and rehabilitation program); the RAH,
Spina Injury Occupational Therapy Intervention Project;
Hampstead Centre; and the Spinal Research Fund are the key
ones that were sponsored in 1999-2000. A number of those
may continue into 2001 but, as the member has indicated, a
very large part of it is directed towards driver behaviour,
vehicle safety, safer roads and roadsides, post accident
support and medical research related to road traumavictims.

TheHon. G.A. INGERSON: Canthe Treasurer indicate
the number of activities the Motor Accident Commission
plansto implement as part of its ongoing campaign to combat
fraudulent claims?

TheHon. R.l. Lucas: Thelatest estimate that MAC has
put together on fraudulent claimsis that about 5 per cent of
claims payments are paid in fraudulent claims. | am not
talking inconsiderable sums. Their estimates of costs to the
CTP fund arein the vicinity of about $10 million ayear. In
1995, 1997 and this year MAC, together with SGIC, has
conducted successful campaigns and generated a significant
number of calls from the public. The estimated result of
savingsto CTP funds was at least $2 million. It is expected
that more savingswill accrue asanumber of mattersare till
being determined by the courts. The year 2000 anti-fraud
campaign cost approximately $115000. This year, the
number of calsisup on previous years, involving about a 30
per cent increase on 1997 calls as aresult of that campaign.
Overall, MAC has been pretty happy with the success of its
campaign.

TheHon. G.A. INGERSON: How has the Motor
Accident Commission’sinvestment strategy performed in the
light of the recent uncertainties in financial markets and, as
asideissue, how doesit rate relativeto returnsin Funds SA?

TheHon. R.I. Lucas:. | will take the second question on
notice and bring back a more detailed response. Regarding
the fist part of the question, | obviously have some answers
that have been provided to meby MAC. At 30 April thetota
investment assets were just over $1 hillion. The year to date
performance to 30 April for the MAC fund was 6.2 per cent
compared to 5.1 per cent for the year to date benchmark.
Comparative figures for the financial year ending 30 June
1999 were 7.9 per cent portfolio return against abenchmark
of 6.3 per cent. Its asset allocation strategy is, very signifi-
cantly, fixed interest 64.5 per cent; cash 6 per cent; and
Australian equities 15 per cent. When you look at inter-
national equities with 4.2 per cent and indexed bonds 5 per
cent, direct property 2.8 per cent, listed property 2.5 per cent,
it must be acknowledged that the liahilities of MAC are of a
different nature and type to, in essence, the needs and
requirements of Funds SA.

Obviously, whilst we can give the member some broad
figures after we have done some work, | think we would have
to comment that it is not entirely an apples and apples
comparison because of thelong tail in some of theliabilities
that MAC might have. If you have a quadriplegic at the age
of 20, for example, you have a liability that goes out for
possibly 60 or 70 years. | do not know what the actuaries
budget for—maybe 55 yearsif it isamale, or something like
that. So, itisavery long tail interms of theliabilities. So, in
itself, that necessitates a dlightly different approach. We
would be happy to try to obtain some information and provide
it to the member.

The Hon. G.A. Ingerson interjecting:

TheHon. R.I. Lucas: | think MAC's chief executive's
view is that that would be probably a better comparison.
However, again, they would still argue that there is a
difference in terms of the shape and nature of the liabilities
that MAC confronts compared to those that WorkCover
would confront.

Mr FOLEY: | refer again to page 57, Estimates State-
ment, budget paper 3, ‘ Estimate of receipts . MAC'sdividend
of $10 million, which was budgeted in 1999-2000—surprise,
surprise—was not paid in 1999-2000; it reappears in this
budget year. Isit expected that this dividend will, indeed, be
paid in thisbudget and what are the accrued dividends, if any,
that are being held within MAC at this stage?

TheHon. R.I. Lucas. Yes, the expectation from the
Treasurer and from the government is that the performance
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of MAC through the coming year will be such as to enable
a contribution. We obviously need to have that discussion
with the chief executive and the board for each particular
year. | think itisfair to say, if | can put the board's position,
that it would probably be happier at higher levels of premium
increases than governments, and perhaps oppositions, might
likein terms of premium increases. The performance of MAC
has been influenced in part by the decision that the parliament
took (including the member for Hart and his spokesperson
from this chamber, on behalf of the legal fraternity in South
Austraia), where the government had an expectation of being
ableto achieve some cost savingsto the scheme which would
have improved the overall health and vitality of the fund. In
the end, without revisiting that debate, that was not able to
occur. | think itisfair to use that as an example that the board
generaly, rather than speaking about specifics, would be
more comfortable with ahigher level of premium incomein
addition to what it can obviously do in terms of investment
income, to improve the solvency levels of the Motor Accident
Commission and therefore, obviously, its capacity to make
payments to the state.

Mr FOLEY: What isthe cash surplusinthe MAC?Isthe
Treasurer able to provide some figures in that respect?

TheHon. R.I. Lucas: The net asset figure in the CTP
fund of MAC was about $71 million at the end of June 1999.
But there are some important issues in relation to solvency
requirements for insurance funds, of which the member will
be aware. The private sector target isa 15 per cent solvency
figure, and that $71 million is obviously the figure that
generates our equivalent of the target of 15 per cent. At that
time, | think we were around about 5 per cent or 6 per cent
solvency. So, knowing where the member iswanting to head,
| think the answer to the question is that this government and
future governments are unlikely to be able to see the MAC
asasource of end of year balancing act asyou might be able
to with superannuation funding or SAAMC funding, to a
degree, for acertain period.

MAC in theforeseeable future| do not think will ever be
seen in that way. If it can make its $10 million contribution
to the budget every year, it makesthat contribution. But then
therest of itsinvestment income or premium income will be
diverted, hopefully, to maintaining a reasonable level of
solvency even if it cannot reach the 15 per cent figure. |
understand that there is some discussion at national levelsat
the moment through APRA that that solvency figure for the
private sector might go to 25 per cent. | amtold that 40isa
figure also being mentioned, but | was only told 25. However,
it is certainly much higher than the current figure of
15 per cent.

| am told that most of the private sector—but not all—are
in the region of the 20s and 30sin terms of solvency. We are
not the lowest: | think that Western Australia, according to
the figures that we looked at last year, had a solvency level
of about 3 per cent, or something like that. The bigger states
have much higher solvency levels. Since June of this year,
through a good management board and the staff, which |
acknowledge, we have seen the last solvency figure nudging
9 per cent, 9.5 per cent. So, it iscertainly animproved figure
since June. Obviously, with respect to investment income,
performance goes up and down, and that will obviously
impact on that solvency calculation for the state.

Mr FOLEY: That leads to my next question, which
relatesto theissue of the ownership. Thereisstill that open-
ended question about the future of the Motor Accident
Commission in terms of whether or not you, effectively,

privatise the Motor Accident Commission, sell the CTP.
Where is the government at with its thinking in relation to
that issue at this stage?

TheHon. R.l. Lucas: The government still has not made
aformal public position on this matter. However, | think it
is fair to say, from statements that the Premier and others
have made, that it is highly unlikely that the government,
when it does make its position formal and public, will head
down the particular path that the member is talking about.

Mr FOLEY: If 25 per cent to 40 per cent solvency levels
are onthe agenda, it would be apolitically brave government
that chose to put that in the hands of the private sector.

TheHon. R.I. Lucas. | think that this government has
demonstrated that it is politically brave, but whether it goes
further than that would be an interesting issue. The full
response to the member’s question isthat we have not as yet
publicly formally responded. However, | can say, from what
the Premier and others have said, that it is highly unlikely that
we will head down that path.

Mr MEIER: Canthe Treasurer update the committee on
the Motor Accident Commission’s sponsorship program and
how it aims to curb the trauma of road accidents? The
Treasurer outlined the various sponsorship programs. What
saving would there be to motorists if the Motor Accident
Commission did not undertake any sponsorship programs—
in other words, how much money is being spent on sponsor-
ship?

TheHon. R.I. Lucas: Itisabout $3 million ayesr, if you
just look at the cost of the sponsorship programs, | under-
stand. That might work out at $2 or $3 acar.

Mr MEIER: Therefore, it probably isaminimum amount
of money relative to the total amount collected for third party.
Has any research been carried out on what sort of impact the
sponsorship is having on reducing road deaths, or road
accidents?

TheHon. R.I. Lucas: Themember isquiteright that the
amount of money in terms of percentage of total premium
incomeisrelatively small; itisabout 1 per cent, 1.5 per cent.
At this stage it is impossible to quantify the extent of the
benefit. The board, the management and various governments
have accepted on the balance of probabilities that what is
being done is a sensible investment, for a variety of very
good reasons. We have the Night Moves example. If young
peopl e out of their mind with alcohol or whatever elsein the
early hours of the morning hop into a car to go home as
opposed to hopping on a bus, and they write themselves off
or write somebody else off, thereisasignificant increasein
liabilitiesto the CTP funds.

Things like that are very important. The sponsorship of
research, such asin the spinal research areathat | indicated
earlier and some others, is clearly on the basis that, if
something can be done to minimise medium to long term the
impact on people who go through a major trauma, that
reduces the costs to the scheme. | am sure that, as the
honourable member will acknowledge, that is amost
impossible to quantify.

On the basis of making sound judgments about invest-
ment—and | think that these are sounder judgments than
many others | have seen in my time—these are good invest-
ments by MAC on our behalf to try to encourage that sort of
research or to undertake activities that will limit the number
of accidents that might occur, which therefore reduce the
short or long-term costs on the scheme. If you did not
undertake that research or the Night Moves type of initiative,
you might have more accidents and potentially the costs on



64 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A

15 June 2000

the scheme will be higher and, therefore, potentially the
premium income for our constituents might also be higher.

That is the judgment that MAC has made over the years
and will continue to make. MAC is pretty hard-headed in
relation to sponsorships. As | indicated before, everyone
signsan MOU. | remember receiving considerable lobbying
asaresult of MAC'sinsistence, with aroad safety initiative
of one of our government agencies that was very popular
amongst members of parliament and constituents, that there
be arigorous assessment and evaluation of what was being
done.

Everyone believed that this particular program was agood
one, but the MAC board was insisting that there be some
evaluation and documentation of that, rather than everyone
feeling good about the program, which inevitably we do.
MAC has been at the harder edge in trying to ensure that we
get good value from the dollarsit invests, and | pay credit to
Geoff Vogt as CEO and Roger Sexton as chair. They have
done afirst-class job with the rest of the board and the staff
generaly, but particularly in this area.

Mr LEWIS: Supplementary to that, | am curiousto know
whether the Motor Accident Commission is undertaking or
proposes to undertake research on the known users of
narcatics, to find out what consequencesthere are, especially
given the government’s policy now of having that oxymoron,
safe injecting rooms, for people. It is under active consider-
ation, as| seeit, and a greater number of people, regardless
of age, are using narcotics and driving than before.

I am curiousto know whether any research is being done
after collisionsinvolving injury or death, to discover from the
blood samples of the drivers whether or not any of them
contain levels of narcotics and how that appears to be
affecting consequences. Alcohol is bad enough, but if we
haveto try to tackle afew other substances aswell it will be
pretty horrendous, and research as soon as possibleis perhaps
desirable.

TheHon. R.I. Lucas. | am sympathetic to the general
reguest that the honourable member makesin relation to the
need for research in this area. It is an issue on which | also
expressed a view many years ago, so we are in the same
football park on this one. However, MAC responds to
submissions from funding: generally, it does not go out and
specifically commission work. Organisations can apply for
various research programs or safety initiatives, and those
sorts of things. MAC advertises sponsorship funding
applications and people can apply for those.

I have highlighted the RAH and spinal injury, Hampstead
Centre and the Spinal Research Fund. A number of research
organisations have applied in the past and been successful
with various programs. In future funding rounds, if the
honourable member is aware of someone who is interested
in putting together a research proposal, | cannot give a
commitment becauseit is adecision for the MAC board but
the chief executive indicates that MAC would be happy to
have it considered as a possible future funding grant.

Mr MEIER: Some years ago the premiums that people
were paying to what was probably then SGIC compared to
the claims being lodged against third party claims did not
equal out: the premiums were not matching the amount being
paid out. What is the situation today?

TheHon. R.I. Lucas. The differentia to which the
honourable member refersfor 1998-99 is about $20 million,
so claimsfor that year were about $258 million and premium
income was about $237 million. Obviously, through invest-

ment income and a variety of other mechanisms, that is how
that turned around.

Mr MEIER: So, it is paying its way?

TheHon. R.I. Lucas:. Yes. | think that the board would
like it to pay its way a little more in terms of premium
income, if | can paraphrase the view of the board and the
chief executive, but we governments and parliaments have
judgments that we make from time to time about the levels
of premium incomethat should or should not be accepted by
motorists in South Australia. | think that MAC understands
that.

Mr LEWIS: | want to refer the Treasurer to paper 4,
volume 1, page 323, and to those matters that relate to the
expenses the government meets in providing offices for
ministers and members of parliament and staff. What | would
like to know isthe three-year total for each electorate office
of the cost of running that electorate office and for each
minister’s office, not the staff in it, but the rent, the repairs
and maintenance, the energy costs, the cleaning costs and the
theft equipment replacement costs. A more effective picture
can be obtained by looking at it over a three-year term
because of the blips that might occur in one year but not in
another. Adding it all up would give us atotal. That pretty
well coverseverything electorate by electorate, and | see that
as relevant to the House of Assembly.

Will the Treasurer provide uswith likeinformation for the
ministerial offices? | do not expect him to do so today,
because | do not expect him to have that information on hand,
even as brilliant as we know the Treasurer to be, with a
elephantine memory second to none.

TheHon. R.I. Lucas: | am happy to endeavour to provide
asmuch of that information as| can. | have arecollection of
what the highest and lowest are but, for the sake of complete-
ness | will not give them. They are etched in my memory. |
am happy to do that for al 47 of the electorate offices for
members, including members who are ministers. No Legis-
lative Councillors have electorate offices outside because
they have offices here in Parliament House. A section within
Treasury and Finance is responsible for that area so, for the
47 electorate offices for members, some of whom are
ministers, we can produce figures on rent and utilities—total
costs such as that. Whether we have breakdown costs on
some of the remaining classifications, | will have to take on
advisement. | am told that we probably do not get to that level
of detail. We will look at the question and endeavour to do
as much as we can and, if the member is unhappy, he can
seek further information through the forum of the parliament,
after we have had our first go at it.

Mr LEWIS: Will the Treasurer provide the average
annual cost in 1998-99 of the salary of aministerial chief of
staff, aministerial personal executive assistant and, for the
same staff member, the offices, that is, the posts occupied by
people, 15 years ago in 1983-84, and likewise for MPs
€l ectorate assistants so we can see what the variation has been
over that 15 years? | am seeking the average salary paid to
electorate assistants, which would not be too hard to get for
thefinancial year 1983-84, and the average paid to achief of
staff and a personal executive assistant to a minister in
1983-84 compared with 1998-99.

TheHon. R.l. Lucas. Wewill beableto respond to some
of that but parts of that we will not be able to find. It should
be relatively easy to track down how much we were paying
17 years ago for an electorate secretary and we know how
much they are being paid now. Asthe member knows, awork
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value case or an investigation is being conducted in relation
to electorate secretaries as aresult of the last EB settlement.

Mr Lewisinterjecting:

TheHon. R.I. Lucas. If it has been, it has not been
reported to me. | am happy to dig that up. If we put asidethe
Premier’s chief of staff, who is aways paid at the highest
level, the average for chiefs of staff would be about $95 000
at the moment. The average for ministerial assistants would
be $70000 because the range is between $68 000 and
$72 000. Mediaagdvisersare paid at about the samelevel. As
towhat chiefs of staff and ministerial assistantswerepaidin
1983, the member for Hart might be able answer that.

Mr Foley interjecting:

TheHon. R.I. Lucas: Hegot what hepaid for, | can say.
We can endeavour to find those sorts of figures but, going
back to 1983, we might be able to locate what the chief of
staff or ministerial adviser to Lynn Arnold or to the minister
responsible for education was paid.

Mr FOLEY: It was $42 000 in 1988.

TheHon. R.I. Lucas. Rather than an average, which is
al salaries added up and divided by the number in the
ministry, we might be able to give the honourable member
thefigure for atypical chief of staff or ministerial adviser at
the time. | have answered part of the question but, within
those constraints, we will endeavour to provide information
to assist the honourable member in whatever it isthat heis
seeking to do.

Mr LEWIS: Could we include the Minister for Primary
Industries, the Minister for Health and the Treasurer?

TheHon. R.l. Lucas: | do not know what wewill beable
to do. We will endeavour to comply with the member’'s
requests but asking mein the year 2000 to find documenta-
tion for 1983 might be possible but it equally might not be.
It isa 17-year ask and the member is aware of the state of
record keeping, sometimes, in government departments and
agencies. It might be an easy response: | do not know. | am
just advising that the honourable member be patient. It might
be that there is a degree of difficulty in this.

Additional Departmental Advisers:
Mr W. Pryor, Liquor and Gaming Commissioner.
Mr D. Hassam, Deputy Commissioner, Gaming.
MsL. Stewart, Executive Director, Gaming Supervisory
Authority.
Mr B. Smith, Member, Probity Panel, Gaming Supervi-
sory Authority.

The CHAIRMAN: Are there any questions on gaming
and liquor licensing?

Mr FOLEY: | note that this year gaming taxes are
expected to comein dightly ahead of budget at $212 million,
which is about $10 million above the estimate. Next year it
is expected to drop to $183.6 million, which is the 2000
budget roughly minus the GST component. Obvioudly it is
avery difficult number to estimate, but | suggest that thisis
the first year that we have seen pokie tax plateau. Is it the
view of Treasury that the tax has reached a plateau?

TheHon. R.I. Lucas: | know my colleaguein the Upper
House, the Hon. Mr Xenophon, does not like mereferring to
this but the onset of a No Pokies person, as opposed to a
party’s being elected, meant that a number of people had an
ideathey wanted to increase the number of gaming machines
or introduce gaming machines just in case. We have seen a
couple of blips in terms of what was a plateauing of the
number of gaming machines. Soon after 1997 there was a bit

of a blip and, | think, last year when there was another
discussion on a cap on gaming machine numbers there was
another blip as people brought it forward. They did not want
to be caught short. If they were going to apply for alicence
some timein the future, they decided to do it straight away.
If they had 10 machines, which they probably would not have
increased to 20 or 30, they decided to do it alittle ahead of
timeif they could afford it because they did not want to miss
out on that opportunity.

Taking those blipsinto account, it isour view that we have
reached the stage in terms of gaming machine income where
there will be much more modest growth or plateauing, asyou
refer to it. It will be much more modest growth over the
coming years than we saw through theiinitial stages—which
isobviously to be expected. Whileit might be convenient to
the argument to say that there has been a $900 million
increase in revenue for the state in the past six years, at |east
$200 million of that has come from the introduction of
gaming machines and gaming machine revenue. | cannot add
much more than that. The answer is‘Yes', thereislikely to
be alessening in the increase.

Mr FOLEY: That brings meto the next question. While
| have to be careful about referring specifically to a bill that
ispresently beforethe House, it has been the long-held view
of many members of our respective chambersthat we should
have a cap on poker machines. | make the observation that,
if we have reached what would appear to be some degree of
plateauing of the industry, it seems to be a nonsensical
argument by those proposing a cap. Can you explain or give
any comment on some of the complexities which members
would need to think about and which will arise from a cap?
At some point into the future, agovernment will have to lift
the cap unless someoneis suggesting that these caps should
last forever—and | would not have thought they would be
thinking that. | am thinking about the trading of machines, the
upgrading of machines, the sale of licences from one venue
to another, and so on. Has the Commissioner or Treasury
done any work on problems, of which we should be aware as
a parliament, as a result of the unintended consequences of
ablanket cap as has been proposed in this House?

The CHAIRMAN: | remind the Treasurer, as has the
member for Hart, that legislation is before the House at the
present time and we should be cautious.

TheHon. R.I. Lucas: | thank the Chair and the member
for Hart for their cautionary notes and | will endeavour to
comply. Speaking generally, | do not think thereis any doubt
that in any industry, if you introduce arestriction on alicence
or an authority to tradein aparticular area, you automaticaly
raise the issue of the value ultimately in the future of that
licence. | remember sitting on a select committee on blue
plates and white plates in the taxi industry—

An honourable member: Green plates.

TheHon. R.I. Lucas. Green plates, was it? We had a
vexed issue in terms of the value of the plates and the
licences. Again, that value had come about as a result of
governments and parliaments for a variety of reasons
deciding to restrict the number within the industry. Fishing
isanother example where very significant increasesin value
came about as aresult of government decisionsin the past to
restrict either entry to the industry to those who already
existed or the numbers within the industry.

Speaking generally, and using those examples, | think the
issue that needsto be contemplated by anyonelooking at any
industry is how you would actually manage that. In relation
to any industry, do memberswant to give an automatic value
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to al the people who currently exist within the industry, a
sort of one-off bonus? In fact, it could be an ongoing but very
significant potential bonus which may grow in the future
depending on the extent of the restriction. What would
members want to do in relation the future taxation of that sort
of unearned income, if | can put it that way, over and above
what goes through a particular machine in this case? | think
that is one issue in terms of any industry you have to
contemplate and that certainly would be anissuein relation
to thisindustry.

Speaking generally, the issues to which the member has
dludedin terms of tranferrability of licences and those sorts
of things, clearly, if there was to be aregime which restricted
numbers of entrants to an industry or licences within an
industry, you need to have very clear what happensin all
sorts of circumstances where businesses change ownership
whether that be voluntarily through sale or in receivership or
in liquidation. Who makes decisionsin relation to who gets
licences or who does not get licences where people want to
transfer licences?

I think members of any industry, including this one, would
have had representations highlighting a number of the
important issues in terms of managing a significant change
in policy, if that isultimately the intention, whatever industry
you happen to be talking about. | think all those issues need
to come into account. As | ventured this morning, there are
other issues that people would need to take into account in
relation to this particular industry including gambling
revenue, theissue of social difficulties or otherwise, and what
replacement revenue a state government would bring in to
replace any lost revenue in a particular area. | highlighted
again this morning that is an important i ssue which needsto
be considered.

To answer the member’s question, the Gaming Commis-
sioner and his staff and Treasury staff, and | know various
members of parliament with various views on thisissue, are
al currently talking about whether or not the parliament
should agree to go down a particular path; how would you
make sense of that so that some of these issues—and there are
others—might be adequately handled to avoid chaos out there
within the industry? Whatever industry you are talking about,
the last thing in the world you want is something which
would create significant unrest or confusion within that
industry and for usto try to haveto tidy it up later. We have
to try to resolve most of these issues at the time.

Mr FOLEY: | take the point that we need to get some-
thing that isworkable out of any decision by any vote of this
parliament.

TheHon. R.l. Lucas: Thereisone other issue | did not
mention. Let uslook at Holdfast Shores. If a government at
any stage wants to get a major new development up, inevi-
tably someone will say, ‘We need a tavern or a hotel or a
club. Itisgeneraly ahotel or atavern or something such as
that. In terms of economic viability of many developersin
South Australia, it may be that you will not get some
developments up unless you have a hotel development.
Hoteliers will say, ‘We are not interested unless we have
accessto alicence. One of theissuesiswhether there should
be some sort of restriction or cap and whether there should
be some outfall for what might be called major devel opment.

Mr FOLEY: We do have that anomaly now courtesy of
the Premier who had the amendment moved to stop hotelsin
shopping centres from having poker machines. Of course, the
Patawalonga would be caught up under that amendment
anyway because Holdfast Shores has shops in its complex

and under that bill you will find they cannot get up, anyway.
It shows what happens when we as a parliament from time
to time tend to have knee-jerk reactions to problems.

Mr Lewisinterjecting:

Mr FOLEY: That is right, not next to schools and
everything else.

TheHon. R.l. Lucas. Mr Pryor’'sadviceisthat there has
already been a hearing on that matter. In respect of the case
to which the honourable member refers, Holdfast Shores, that
is not the case.

Mr FOLEY: Pokies can go in at Holdfast Shores?

TheHon. R.l. Lucas. Yes. That isnot ashopping centre.
However, | can obtain further advice on that.

Mr FOLEY: | am pleased.

TheHon. R.l. Lucas. Thegeneral question raised by the
honourable member is acknowledged but, in the specific case
towhich herefers, Mr Pryor advisesthat that has not been the
case.

Mr FOLEY: | misunderstood. It highlights the obvious,
that at some point a future government or parliament will
have to lift the cap, and heaven help us when that debate
occurs. My next question picks up a point raised by the
member for Bragg earlier, that is, the issue of interactive
gambling and how we as a parliament will confront that issue.
Treasurer, if you have not read it | would advise you to read
an article appearing in the Age this week (Mr Pryor may be
aware of it) indicating that Victoriais looking at the use of
smartcards for gaming and as a means by which aperson can
access a gaming site on the internet.

Effectively, a person becomes aregistered gambler, which
includes a range of supervisions of the activities of an
individual. That article appearing on page 3 of the Age afew
days ago was extremely interesting. | have mentioned to the
Treasurer privately, and | am happy to say publicly, that | was
briefed recently by an organisation that showed me some of
the internet gaming options some governments around the
world arelooking at, particularly with respect to their lotteries
commissions, etc. Thereality isthat interactive gambling is
coming at us fairly quickly. I know that a parliamentary
committee islooking at thisissue, but | ask the Treasurer, if
he has not already done so, to request the Liquor Licensing
Commissioner or other officers of government to investigate
some of the options we may need to consider as agovernment
or as a parliament.

TheHon. R.l. Lucas: The honourable member will be
pleased to know that South Australiaistaking alead in this
issue. South Austraiais chairing a national working party
which will look at all of these sorts of pre-payment options.
| am told that the first meeting for Australiaand New Zealand
will beheldin thefirst week of July. That working party will
look at some technology that is being highlighted at the
moment. The answer to the honourable member’s question
is, ‘Yes, it isacknowledged by the government through the
Liguor and Gaming Commission’s staff. Thisisan important
area. We need to keep abreast of current developments. As
aresult of the activities of the Commissioner and his staff,
South Australiais chairing that national working party and
it will commence its work in the first week of July.

TheHon. G.A. INGERSON: What is the status of any
investigations being carried out by the Gaming Supervisory
Authority relating to the sale of the Adelaide Casino?

TheHon. R.I. Lucas. We are nearing the end of that
process. The GSA has engaged a probity panel and has
conducted a probity process on the proposed new operators,
Sky City Australia Pty Ltd. Based on the suitability assess-
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ment prepared by the probity panel in May, the GSA resolved
that it was satisfied that this company was a suitable entity
to hold the power to conduct, control or exercise significant
influence over the conduct of the Casino business and,
accordingly, approved the share sale agreement. There are
further parts to this process: the GSA must receive applica-
tions and then approve charges from financiersin connection
with thetransaction. That part of the processis soon to occur.
The GSA receives the application and then it must approve
it. It has done the probity process check, and this company
has passed that particular assessment. Some of these further
process issues need to be resolved.

The hopeisthat, by the end of June (if not soon after), we
should have a new, fully-fledged owner/operator of the
Adelaide Casino. | do not think it has been mentioned
publicly, but | know that areasonably significant investment
isinvolved. Certainly, it islooking at what we would see as
a reasonably significant investment in the facilities which,
speaking frankly, we have managed in preparation for sale.
We have not spent huge amounts of money in terms of
maintenance and upkeep of the Casino. Thereis no doubting
that money needs to be expended to maintain the quality
there, and | know that the new operators have some exciting
plansinterms of the entertainment value of the whole venue
and site. We see them as being entirely complementary to the
exciting plansthe government hasfor therevitalisation of the
Riverbank Precinct through the development of the
Convention Centre, the Festival Centre and the total rebirth,
we hope, of this precinct area. We hope to encourage not only
local families to enjoy an evening or a weekend in the
precinct but, hopefully, tourists and visitors can also enjoy
cafe and restaurant-type facilities, in addition possibly to
commercial facilities.

TheHon. G.A. INGERSON: Quite a lot of anecdotal
evidence has been given that, since the legidation on capping
came before the House, there has been amassiveincreasein
the number of applications for licences. Is this massive
number correct?

TheHon. R.I. Lucas. | antold that in the month prior to
the freeze hill being introduced into the House applications
were made for atotal of 33 machines. To befair, | think that
in some of the previous months the figure was a bit higher
than that—2100, or so; in one month it was 180. In the month
after there was an application for about 400 machines, and
then in the following month, May, there was an application
for 360 machines. June looks to be coming off that peak. It
looks like everyone rushed out in April and May to make
application. So, when you compare those months with March,
you seethat itisavery stark difference—from 30 through to
400 and 360. To befair, afew months prior to that, some of
those months were 100. | am told the average was about 80 a
month, albeit that the last month was only 30. The two
months following we had averaged between 350 and 400. It
looks as though June will start to come off. It looks as though
whatever was out there has now applied.

TheHon. G.A. INGERSON: Have theseincreases come
from existing licence holders or from new applications—in
other words, new sites?

TheHon. R.I. Lucas. We can do that with the foresight
of the Commissioner’s staff. In April, there were 190 applica
tions for new licences and 214 for existing licences, giving
atotal of about 400. In May, there were 118 applicationsfor
new licences and 253 for existing licences, which gives a
total closeto 370.

TheHon. G.A. INGERSON: Earlier the Treasurer spoke
about the socid problemsthat we all know exist for anumber
of gamblers. What support is being given to problem
gamblersin South Australia?

TheHon. R.I. Lucas: In this debate, everyone acknow-
ledges the need for the community, parliaments and the
government to do more with that very small percentage of
peoplewho have aproblem. Thereis some dispute or debate
about that percentage—whether isit 1 per cent or 2 per cent.
That certainly isthe ballpark figure that people acknowledge.
The overwhelming majority of gamblers and gaming machine
gamblers do so in arelatively harmless way to themselves,
friends and their families. So, 98 per cent or 99 per cent are
able to indulge in a recreation or an entertainment which,
from their view point, is possibly no different from many
other recreations or entertainmentsin which they could have
indulged themselves without significant cost to themselves
or their families. However, there is this 1 to 2 per cent who
are an enormous problem to themselves, their families and
their friends. Clearly, the government has acknowledged that
we need to do more.

The Gamblers Rehabilitation Fund (GRF) gets $1.5 mil-
lion through the industry. The government is making an
additional allocation of $500 000 to bedirected to try to assist
some of the issues related to problem gambling. We will
obviously monitor that to see whether or not that is sufficient.
It isimportant that, in doing so, the government is acknow-
ledging the argument that it should not just be the hotels and
the clubs that have the gaming machines that are making a
contribution towards helping problem gamblers. The cry has
been, ‘Why not the TAB, lotteries and the Casino, because
there are problem gamblers who gamble with those institu-
tions as well? The government aready reaps a significant
sum of money from the Casino, lotteries and the TAB. It
comes into Consolidated Account, and the government has
taken apolicy decision that, whilst we have not specifically
put an additional tax on these gaming providers, we are
saying that out of the moneys we get from those sources
$500 000 notionally will be taken out of Consolidated
Account and put into additional assistance for problem
gamblers.

So the hoteliers, club owners and operators of South
Australia ought now to acknowledge and be aware that all
gambling providers are now making a contribution towards
problem gamblers as, indeed, should be the case. The
government—and | am sure future governments—will need
to monitor whether or not that level of assistance is enough.
As Treasurer, my view would be that if ultimately it can be
shown that there needs to be additional funding in thisarea—
and it isan important area—I would be surprised if govern-
ments of whatever persuasion did not respond sympathetical -
ly.

TheHon. G.A. INGERSON: It has been put to me that
the administrative costs of this rehabilitation fund are quite
significant. Does the Treasurer wish to comment on that?

TheHon. R.l. Lucas: | amnot in aposition to throw any
light on that. | am happy to take it on notice and get some
information asto what the administrative costs might be. This
matter is handled through the Department of Human Services,
so it may well be addressed in that department’s estimates
committee next week. If it isnot, | am happy to consult and
seewhether | can provide further information through either
my department or that of the appropriate minister.
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Mr LEWIS: Cantheminister provide uswith the average
monthly throughput and the number of poker machines for
March five years ago and March this year?

TheHon. R.I. Lucas. That would be possible but we do
not have the information with us.

Mr LEWIS: | am talking about the amount of cash that
goes into each machine. If we knew how many machines
there were at the beginning of March and how much cash
went through the machines in March, we would be able to
ascertain the amount for that month. | do not think Marchis
any different from any other month, but it isjust anindication
whether there has been a change over time. | would not mind
if the figure was given for March for each of the past five
years. | want to know the average amount of cash that goes
through each machine, for each March in the past five years
up to this year. What was the total number of machines
licensed at the beginning of each March?

TheHon. R.l. Lucas: We can endeavour to provide some
of that information. There are two concepts here, one of
which isthe turnover figure, to which | think the member is
referring. The government produces a figure of net gaming
revenue per machine, whichisin the government’sview and
that of the Commissioner a better measure of what is going
through the machine. In ballpark terms, we have some annual
figures at present. In 1995-96, the net gaming revenue per
machine was $105; it was $100 in 1996-97; $101 in 1997-98;
$107 in 1998-99; and $107 in 1999-2000. In terms of net
gaming revenue per machine, there has not been asignificant
increase during that period. There obviously have been more
machines, and that is why those who have a particular view
about gaming would prefer obviously to highlight those
figures—that is, the huge growth in gambling in South
Australia. However, a lot of that is being driven by the
number of machines as opposed to what is actually going
through them.

In that five year period, the number of machines has gone
from 9 200 to 12 600. The turnover figure, which is close to
what the member was talking about—the amount of money
going through the machine—was $2 622 millionin 1995-96
and $3 409 million in 1999-2000. Again, that would be a
measure that would take into account the growth in the
number of machines, whereas the net gaming revenue per
machine figure obvioudy adjusts for the number of machines.
| am not sure whether that assiststhe member rather than the
March to March five year comparison figures. Does that
assist the honourable member?

Mr LEWIS: If you put that out for us in a table that
would befine. The other query | had is: what isthe difference
in GST implications for the different types of gambling and
why do you suppose that is so, if thereis any?

TheHon. R.l. Lucas: We have ahill in the parliament on
thisone at the moment. It isacomplicated process. | can get
the briefing notes and run you through it if you like. | am
happy to provide to the member or members of the committee
full details of the differential impact of the GST on the
various gambling providers. The bottom line is that it has
been a genera policy of leaving it revenue neutral. In the
racing industry it has required much more complicated
adjustments, whereasin gaming machinesit wasarelatively
simple adjustment (and the member for Hart and | had a
discussion in relation to racing). The figure of 9.09 per cent
was the reduction in the state-based tax because the common-
wealth GST had been implemented and taking 9.09 per cent
off the state-based tax rates|eft the operatorsin basicaly the
same position.

Mr Lewis interjecting:

The CHAIRMAN: This is becoming a little bit of a
discussion.

Mr LEWIS: | was merely asking whether it would
change the odds on gaming machines.

TheHon. R.I. Lucas: No, Mr Chairman.

The CHAIRMAN: We are now moving into the line
dealing with electricity reform.

Additional Departmental Advisers:
Mr G. De Gennaro, Executive Director, ERSU.
Mr T. Spencer, Executive Director, ERSU.

Mr FOLEY: Can the Treasurer advise the committee of
the cost of operating the Electricity Reform and Sales Unit
for the budget year 1999-20007?

TheHon. R.I. Lucas. The cost of consultants is about
$51 million, and the total cost is $59 million. That figure
includes the cost of consultants, obviously, and also the
salaries of Treasury officers and—

Mr FOLEY: So, that includes the consultancy costs?

TheHon. R.I. Lucas:. Yes.

Mr FOLEY: The$51 millionispart of the $59 million?

TheHon. R.I. Lucas: Yes—you will not get that sort of
abonus.

Mr FOLEY: Can the Treasurer provide the cumulative
totals of the consultants to date?

TheHon. R.I. Lucas: Inrelation to the costs of consul-
tantsintheleasing process, it isaballpark of about $63 mil-
lion. In addition, as | highlighted in last year's press state-
ment at thistime, there were also costs of the consultantsin
relation to the disaggregation of the industry in splitting up
ETSA and Optimainto the seven electricity businesses, and
also in managing the Pelican Point devel opment opportunity.
| think that, ballpark (I will need to check), last year's
statement was about $20 million or so.

Mr FOLEY: What is the expected expenditure for this
forthcoming financial year?

TheHon. R.I. Lucas: Much less.

Mr FOLEY: One would hope so.

TheHon. R.I. Lucas: | understand that the latest estimate
isabout $14 million for thisyear. Obviously, we are nearing
the end of the process. We hope to conclude the processin
about September with ElectraNet, which is the last of the
seven businesses to be sold or leased. So, we are really
talking about the wrap-up costs and the final costs, and
hopefully three or four monthsinto thefinancia year we will
have concluded matters.

Mr FOLEY: The Treasurer noted today in hisrelease to
the mediathat the success fees have now been paid to thelead
advisers. Can the Treasurer advise the committee of the
success fees paid to Pacific Road and Morgan Stanley?

TheHon. R.I. Lucas. No. | am happy to take that
guestion on notice. As| have said publicly, one of theissues
inrelation to successfeesisthat it may well be that we have
to come back with some sort of notion of both gross and net
success fees. The contractual arrangements involved a
complicated process where monthly fees above acertain level
were rebated against the calculation of the success fee. So,
there will probably be a couple of figures that we need to
report. | am happy to take that question on notice and have
that work done and report. But they are part of this $51 mil-
lion that we have reported today in terms of the overall costs
of the consultancy. As | indicated last year and the year
before that, we had hoped to keep the costs of the transaction
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to somewherein the ballpark of 1 per cent to 2 per cent, and
we are on track to being able to accomplish that.

Mr FOLEY: | takeit that the Treasurer will advise us of
the success fees once he works out exactly what they are?

TheHon. R.I. Lucas: We will endeavour to provide as
much information as we can along those lines. As| said, it
will probably have to be two separate measures—a gross or
anet figure. But we will provide something.

Mr FOLEY: How does one determine the successfee: on
what criteria was that based?

TheHon.R.l. Lucas. It is part of the contractua
regquirement with them in terms of a percentage against the
total proceeds, whichisthetraditional way inwhich success
feesin privatisations are cal cul ated.

Mr LEWIS: How is the development of the contestable
retail electricity market in South Australia progressing?

TheHon. R.l. Lucas: | think itisfair to say that we have
taken some important steps towards having a more competi-
tive market in South Austraia. But it will not be until theend
of thisyear or the start of next year that wewill seethefruits
of the hard work that has been done. As the member will
know, we have had a long battle with opponents from the
opposition and elsewhere in relation to Pelican Point. We
managed to successfully fight our way through that trenchant
opposition, and we will seethefirst power from Pelican Point
on stream by November—which is the contractual reguire-
ment; about 400 megawatts of itsinitial 500 megawatts, we
hope, by the end of December, maybe January; and some
time around April the 500 megawatts will have been com-
pleted.

As the member will know, a number of statements have
now been made by National Power that it is contemplating
moving to 800 megawatts, which is what it has planning
capacity for. Certainly, from its viewpoint, it would make
sense that, if it were so inclined, it would do the 800 mega-
watts whilst it had all the construction teams on site rather
than having to close down and then 12 months later re-
employ construction gangs and all those other people required
on abig project such asthis. So, whilst it has said that at this
stageitisonly looking at it, | think there has to be areason-
able prospect that it might proceed.

Inrelation to interconnectors, | am surethat we will have
further discussion about this matter during our couple of
hourstogether. Tony Cook, from MurrayLink, isstill saying
to the market, as the CEO of TransEnergie, that he believes
he will be up and going in the first six months of next year.
That is the 200 megawatt plus underground, unsubsidised
interconnector through the Riverland, which is broadly
supported by most people in the loca community, and
certainly also by the South Australian government. With
those major changes and some others that have been mooted,
we think we will see a much more competitive market
starting from next year, particularly if National Power decides
to proceed relatively quickly with its 800 megawatts. The
steps in terms of greater competition might be even more
significant than we had anticipated for next year.

In terms of contestability, we have aways had the fina
tranche being in January 2003 for households and small
businesses. We always had the view that Victoria and New
South Wales were never going to be able to achieve their
find tranche of contestability in 2001, and we are now seeing
announcements from both those states that they will need to
delay contestability for the household market. One of the
huge remaining issues for the contestability policy debateis
how the household customer will participate.

Isthat the use of meters, along thelinesthat businesses are
currently putting in, although they can be quite costly; isit
through the use of deemed profiling; or is it some new
mechanism to allow households and small retail customers
to be successfully contestable? We are in the process of
working with the other jurisdictions now that they have
finally conceded that they cannot meet that 2001 deadline,
and | suspect that they will end up coming back to at |east
2002 and perhaps even 2003, ultimately, so we will be much
closer interms of all the states having households becoming
contestable in that period of 2002-03. The contestability
process is being conducted on a staged and phased basis.
Large and medium sized customers are contestable, and it is
this last big remaining tranche on which we are awaiting
resolution of some of these issues.

Mr LEWIS: Supplementary to that, will there be an
opportunity to do what some carriers have done in the
retailing of telephone call services, namely, to smply pick up
anumber of consumersin the marketplace, buy the electricity
they think those consumerswill want on their assessment of
aprofile, bidding for it in the marketplace to get it, and then
on-sell it for a profit to those consumers but at alower cost
than is presently paid by those consumers? That is the way
it happensin the mobile phone market.

TheHon. R.I. Lucas. In broad terms, that is the way it
is envisaged that the retail market for household contestability
might be able to evolve. AGL has the market through to
2003. It hasto supply power to the household customer. After
2003 the household customer can chooseto use AGL or not.
They could use any of the other 15 or so registered retailers
in South Australia, and it will be much the same as the
honourable member is talking about in relation to Optus,
Vodaphone and Telstra with telephones.

We suspect that we will see a situation whereby those
retail companieswill hawk themselves from door to door or
through the mail, or whatever else, to say, ‘Have we got a
deal for you!” Whether they do it on the basis of individual
canvassing, trying to lump together members of the Farmers
Federation, or whatever else it is, the Mothers and Babies
Club at Hectorville, is ultimately an issue for the evolution
of the market, but it is potentially possible that a retailer
could lock together a number of customers and offer those
customersaparticular price asaresult of whatever deal they
have put together.

That will happen successfully only when we have enough
supply in South Australiato allow those sorts of contractsto
be written. That is why it is so essential that we fought
through the protesters at Pelican Point, that we win the battle
in relation to unsubsidised—

Mr Foley interjecting:

TheHon. R.I. Lucas: | didn't say who the protesters
were: | just said we fought through the protesters at Pelican
Point. That is why we need to win the battle in relation to
unsubsidised interconnection with the eastern states. Come
the middle of the decade, we will need to see further power
supply options. It is the government’s view—

Members interjecting:

The CHAIRMAN: Order!

TheHon. R.I. Lucas. | am pleased that the member for
Hart has acknowledged that his electors love the skyline
down there. | will be pleased to report that to National Power
and to ElectraNet. The key issue for the state in the future
will be to continue to ensure that we have more than suffi-
cient capacity to match the ever-increasing demand for
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power. One of the difficult policy questionswill be the issue
of the peaks in February, in terms of airconditioning load.

That is where we might see some very interesting retail
options post-2003, where retailers may well offer packages
to peoplein terms of offering a certain price if they are not
using power in these peak periods. People will then need to
make a decision asto whether they are prepared to go without
power in this particular period.

Mr LEWIS: They may just turn off the airconditioner,
lock the house and go down the pub on a hot day.

TheHon. R.l. Lucas. They may well do that, as they
used to do in the past. It will be interesting to see where the
market evolves post-2003, but it cannot happen until at |east
2003.

Mr LEWIS: Onthebasis of theremark that the Treasurer
hasjust made about supply and the marketplace here, can he
give us some update on the status of the Murraylink, which
is the interconnection proposal for TransEnergie Australia,
and give me a few clues as to how | can discourage them
from going through the Riverland and go through the Malleg?

TheHon. R.I. Lucas: Asthe honourable member knows,
since we have had a discussion or two about thisissue, | am
not sure that | can help him with the second part of his
question. In relation to the first part, Tony Cook and his
officersfrom TransEnergie, as the proponents of Murraylink,
are heading helter skelter down a path to be up and goingin
the first six months of next year. They have crown devel op-
ment status in terms of their proposal, so they have a
development application for both the South Australian and
Victorian portions of the project, which was lodged back in
March.

They have atransmission licence issued by the Independ-
ent Regulator and they have undertaken some commercial
negotiationswith anumber of commercial operatorsinterms
of the equipment that they need, so they are committed to the
purchase of various equipment. They have purchased land at
each end of the interconnector, so | guessthat impacts on the
second part of the honourable member’s question, if he wants
to get them to take another route. They have aready pur-
chased land at each end of the interconnect to house the
necessary converter stations.

They have lodged connector applications with GPU
PowerNet in Victoriaand ElectraNet SA in South Australia.
A connection project agreement has been entered into with
ElectraNet SA for the construction of the connection assets.
At the moment NEMM CO, through one of its many bodies,
IRPC (the Inter-Regional Planning Committee), ishaving to
work through some technical issues and to resolve some
planning issues, which are not as significant asthose of their
rivals, the Riverlink proposal, because they want to go above
ground. They will perhaps need to compulsorily acquire
properties. They need to decide whether they want to go
through the Bookmark Biosphere and take on the
conservation groups, or whether they want to go through
farming communities and take on the Farmers Federation,
whereas TransEnergie has—

Mr Foley interjecting:

TheHon. R.I. Lucas. We don't need to: we have an
interconnector underground that does not have those sorts of
problems.

Mr Foley interjecting:

TheHon. R.l. Lucas: If it isunderground, we do not need
to worry about people’'s concerns with the Bookmark
Biosphere.

Mr Foley interjecting:

TheHon. R.I. Lucas: | understand by interjection that the
member for Hart continues to be a supporter of the New
South Wales Labor government and the Riverlink-TransGrid
proposal. We have a strongly different view for the reasons
that we have given before. Locking South Australian
consumers into providing a permanent subsidy for New South
Wales taxpayers of $15 million to $20 million a year, even
if we do not use it, would not make much sense to any
rational consideration of electricity options for South
Australia. | will have some work done to ascertain what the
extra electricity prices would be from the Labor Party’s
policy in this area.

Mr Foley interjecting:

TheHon. R.I. Lucas: It isapermanent subsidy that the
opposition is supporting through Riverlink and the New
South Wales Labor government, and that is the concern.
People are not thinking through these issues and they give
knee-jerk support to some of them and, in the end, it will be
a huge cost for South Australia

Mr FOLEY: The Business Council of Australia has a
different view, but people have given the minister other
advice. Many of the various consultants chosen by the
government come from overseas and some come from
interstate. The government has also chosen to use various
firms. Why did the government select anumber of legal firms
frominterstate as distinct from legal firmsin South Australia?

TheHon. R.I. Lucas: The assumption in the member’'s
question iswrong. A large number of the consultants do not
come from oversess.

Mr FOLEY: Interstate?

TheHon. R.l. Lucas. Interstate or overseas. The
government considers that it has the best of both worlds. It
has quality local contribution from firms such as Johnson
Winter Slattery and Finlaysons, backed up by the undoubted
expertise at anational level of some of the big legal firms. |
haveto say that it isavery easy hit for an opposition, which
does not have to go through this. | will be very happy now
and forever to say that this state would not have been able to
do the deal that it is currently doing, given all the problems
we confronted, without the undoubted capacity of theinternal
Treasury advice through people like Gino De Gennaro and
Tim Spencer, whom | acknowledge, and their hard working
team, the local capacity through the legal firms that | have
mentioned, and the national, and to a limited degree, inter-
national advisers. Some of the Morgan Stanley people are
international and some of them are Austraians. In PHB
Hagler Bailly, our economic advisers, most of the consultants
are Australian based, although one is based overseas.

I do not expect members of the opposition to have been
exposed to adeal likethis, which isthe biggest deal the state
has ever seen. Even at the expressions of interest stage, we
lined up with the bidderswith 15 adviserssitting at the table
ranging from two nationally based accounting firms, one
nationally based legal firm, one set of bankers, and their
communication specialists. We are in the big league and we
can play our petty, parochial, local, shock horror, ‘Why on
earth are we employing non-South Australians? game but,
when you are in the big league, you have to play in that
league. You have to have the arsenal or weaponry available
to eyeball some of these people across the table for hourson
end in the negotiations and to have the legal capacity, both
local and national, to strike the best deal for the people of
South Australia. Through the team that has been put together,
| believe that we have very successfully done that.
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As with any process, there are always areas we can
improve, and | am the first to acknowledge that. Nothing is
ever perfect, and | am the first to acknowledge that. One
would be foolish to do otherwise. In any process as compli-
cated asthis, with the benefit of hindsight we would do some
things differently. | know what we do for publicity purposes
but, if welook at it overal, we would be just naive, foolish,
petty and parochial if we genuinely believed that we did not
need the heavy hittersto assist usin terms of our commercial
banking advice, our economic modelling and some of the
legal battleswe have had with the ACCC and others on how
we manage this process. To believe otherwise would be to
delude ourselves.

Mr FOLEY: | would not suggest that at al. | think it
appropriate that national and international advice should be
sought and used in a transaction such as this. | have never
said otherwise but | would have liked more South Australian
content in the broad array of skills that the government has
contracted. There seems to be a significant lack of South
Australian expertise.

On the legal costs, the government has contracted to a
number of interstate legal firms and we have to accept that
they will come to Adelaide and that the poor old taxpayer will
have to pay their accommodation and the logistical costs of
getting them to South Australia. | am aso advised that a
number of legal firms interstate have subcontracted their
work back to South Australia. Are you aware of such cases?

TheHon. R.l. Lucas; No, | am not. | understand that this
issue was raised in the estimates yesterday. | reconfirm my
understanding and | have been advised that we are not aware
of subcontracting arrangements. There are four firms, two
locally based and two nationally based firms, one Melbourne
and one Sydney. There has been anot inconsiderable number
of lawyersporing all over the documents. The additional cost
of the leasing process is something that we should not
underestimate. The complexity of a trade sale was at one
level but to try to construct defensiblelegal documentsfrom
alegal, tax and accounting sense has been extraordinarily
difficult. | pay credit to our legal teams. In relation to this
alegation, which was raised yesterday, | have taken further
advicetoday and | can only share that advice that we are not
aware of subcontracting arrangements. We are aware of the
four firms working on the deal but not of subcontracting.

Mr FOLEY: The Treasurer has given a figure of
$26 million plusfor legal advisers, including due diligence.
Is he able to break that up into paymentsto the four firms?

TheHon. R.I. Lucas: Not now, but | am surethat we can
at the end of the financial year, when we will report on
30 June. These are estimated end of year results.

Mr FOLEY: | would like to know what the individua
firms were paid.

TheHon. R.I. Lucas. We reported last year that the
national firms are bigger and their fee share would be greater
than the smaller ones. Having discussed it with the smaller
firmsin South Australia, they have informed usthat they are
working flat strap. They cannot get another ounce of work out
of their staff. In some cases they have taken on additional
staff but they have had to restrict what other work they can
do. They need to continue other work because this will go
until August or September and then it will stop. The advice
that | have been given isthat our local firms have been very
happy with their arrangements. Some of them are in loose
association with national firms. Finlaysons is in a loose
association with Allen Allen and Hemsley and Arthur
Robinson from Melbourne and Sydney. They are not partners

but they work together. Allen Allen and Hemdley and Arthur
Robinson use Finlaysons for alot of their South Australian
work, which is unrelated to us.

Mr FOLEY: Some members of legal firms who have
spoken to me do not share the view that there was not the
expertise available here in South Australia. A number of
them—including me—sit back and see some of the consul-
tants, in particular the legal consultants, having to fly to
Adelaideregularly and having to stay at the Hyatt Hotel. All
of that iseventually paid for by the taxpayer through fees. At
times it is disappointing that such expense isincurred. | do
not know whether you read the weekend Financial Review.
There was an interesting article in the weekend Financial
Review a couple of weeks ago that | might share with the
committee becauseit isquiterelevant. It isasoft piece about
the travelling experiences of executives, and each week it
profiles an executive and talks about that person’stravelling.
A couple of weeks ago the article was about awoman named
Erin Feros; and thereisanice picture of Erin holding aglass
of red wine. The article states:

Position: corporate partner, Allen Allen & Hemsley, one of
Australia’slaw firms.

It talks about what they do; and it continues:

My practice includes capital raisings, privatisations, resources
and funds management. | am based in Brisbane. | am acting. . .for
the South Australian government in the privatisation of the state’s
electricity assets. . .

Most frequent business destinations: acting for the South

Australian government means commuting to Adelaide from Brisbane
[weekly].
It goes on to state—and this is a good plug for the Hyatt
Hotel—that her most favourite hotel in Adelaideisthe Hyatt
becauseit provides‘ personalised servicein the Regency Club
which makes me feel at home'.

| am glad the Regency Club at the Hyatt makes Erin feel
at home, courtesy of the taxpayer. It talks about her favourite
restaurant and a few other matters about her travelling.
Indeed, one of the reasons shelikesthe Hyatt isthat shelikes
the *luxurious and spacious bathroom’ available at the Hyatt.
| suspect that maybe sometimes when you hire these consul-
tants, Treasurer, you might suggest to them that they do not
flaunt the fact that the taxpayer is putting them up in the
Hyatt. | think that is a little unfortunate. | think you can
gather why some of the legal firmsin Adelaide get a bit—

Mr LEWIS: This might be shocking, but | do not think
it has alot to do with electricity.

Mr FOLEY: Sheworksfor the South Australian govern-
ment. Taxpayers are paying for her to enjoy the luxurious
Regency Club at the Hyatt and—

The CHAIRMAN: The chair takesthe point the member
for Hammond makes: | think the member for Hart has made
his point.

Mr FOLEY: | will leaveit at that.

TheHon. R.l. Lucas: | might respond briefly to the
question or the statement. Inrelation to loca lega firms, | am
awarethat many of them believed that they should have been
employed either instead of thetwo local firmswedid employ
or instead of the two interstate firms. | understand that, but
| haveto say—and | have said thisto a number of them who
have spoken to me; and some of them, to be frank, in their
discussions with me acknowledge—that one of the key
reasons we employed Allen Allen & Hemdey and Tim
Bednall of that firm was his undoubted expertisein competi-
tion policy.
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These people are dealing very frequently with the ACCC,
Allan Fels, Allan Asher, and al the people making the
decisions in the ACCC. | can say without any fear of my
being contradicted that, from any reasonable assessment of
what has gone on, the capacity of Tim Bednall and histeam,
Grant Anderson and his team from Arthur Robinsons, if we
did not have them we would not have been able to ddliver the
deal in theway in which we have been ableto deliver for the
taxpayers of South Australia. In relation to accommodation,
what the member for Hart may have forgotten is that, as
Treasurer, | was & so the shareholder and owner of the Hyatt.
It was in the state’s interests to have people staying at the
Hyatt. While that was not obviously the only reason, clearly,
| did politely ask whether they were prepared to stay at the
YMCA or the YWCA when they cameto Adelaide to handle
negotiations with the bidders and whatever, but they did ask
that something a touch better be provided.

The redlity is that, as a result of the numbers of people
staying there, we have been able to negotiate a reasonable
package with the Hyatt. Asl said, up until recently the Hyatt
has actually been the state government-FundsSA owned
hotel. We are supporting our own product. We are trying to
encourage people to purchaseit. It may be that a portion of
the value we got from the sde of the Hyatt through
FundsSA—which was a very good result; | think a ballpark
of $50 million plus—might have been in part due to the
custom that we were putting through it. It certainly would not
have hurt.

Mr LEWIS: How isthe government addressing the issues
relating to Flinders Power’s operationsin Leigh Creek as part
of the privatisation process? In particul ar, are any contingent
liabilities arising from, say, Leigh Creek transferred with the
transfer of the mine?

TheHon. R.I. Lucas. Flinders Power and ElectraNet are
two of the more complex privatisationsthat we havein terms
of the seven businesses. Leigh Creek itself has raised some
significant issuesin relation to not only the mine site but also
thetownship. It relation to theissue of liabilities, aconsider-
able amount of time and effort went into the drafting and
crafting of the documents for Flinders Power to try to take
that situation into account. In broad terms, the government
isobvioudly trying to ensure that as much as possible of the
liability ongoing goes with Flinders Power.

In relation to any possible closure of the Leigh Creek mine
and the remediation costs, etc., theintention isto have those
sorts of costs met by the new operators of Flinders Power.
Those sorts of issues are obviously important issues. In
addition to that, we have the complexity of the township
which we think we have come to a happy landing on—or a
relatively happy landing. We al so have complexities of cross
border |eases which the Bannon government in the mid-1980s
entered into. We have had complex negotiations with
Japanese lawyers and financiers to unravel that as well.

Those issuesinvolving Flinders Power, together with the
ash ponds, together with Playford power station, together
with the railway corridor, together with the cube arrangement,
and together with ElectraNet are probably the most complex
of the privatisations, and it was one of the reasons why we
left Flinders Power and ElectraNet to the end. Our lawyers
have been trying to wrestle with Japanese lawyers and others
to try to come to a satisfactory landing on some of these
complicated legal issues.

Mr LEWIS: Where is the office of the independent
Industry Regulator; how will it be staffed; and where is the
money coming from?

TheHon. R.I. Lucas: Heisat 50 Pirie Street. How will
the Independent Regulator and his unit be funded? The unit
is funded through licence fees on the industry in terms of
industry participants. The Industry Regulator, together with
the technical regulator and, we hope, the planning council
will be funded by that means. Originally we had hoped that
we might get enough to fund the Sustainable Energy Authori-
ty. However, for the benefit of those memberswho have been
following it, that bill is presently stalled in the parliament
through lack of funding. We have to try to find a funding
source. Licencefeeincome from participantsin theindustry
will fund the operations of the Independent Regulator.

The Independent Regulator is completely independent of
me and of the parliament. He can be removed only by
Supreme Court action. So, the Independent Regulator is a
very significantly independent and influential person and
authority. He has appointed most of his key staff advisers,
possibly with the exception of one or two people. He has
already commenced the complicated work that his office
entails. It will become much more complicated, obvioudly,
asit gets closer to regulatory rate reset, which will occur in
2005. Asthe honourable member would know, the Victorian
Independent Regulator has just announced in his draft
determination a 20 per cent reduction on the prices that can
be charged by the equivalent distribution companiesto ETSA
inVictoria.

Some people have the naive view that because we used to
get $300 million from ETSA when we were amonopoly we
will continue to get that. If we therefore want to compare
what the interest savings are against what we might have got
and they still usethisfigure of $300 million, obviously they
have not heard not only of the Independent Regulator in
Victoriabut also that the equivalent person in the UK reduced
the prices by 29 per cent in a draft determination, and
ultimately by 22 per cent to 24 per cent. This was the
argument we were having with the Leader of the Opposition,
the shadow treasurer—

Mr Foley interjecting:

TheHon.R.l. Lucas: | do not know whether | am
allowed to do that in this chamber—I think that shows
disrespect, and | am mindful of that, Mr Chairman.

Mr Foley interjecting:

The CHAIRMAN: Order!

TheHon. R.I. Lucas: | think | was clever enough to say
that his mouth opened and closed like an ageing groper. The
use of metaphors is permissible in parliamentary debate,
rather than calling him an ageing groper. | am diverted. Itis
an important issue, and this notion that this is a risk-free
business, that you can take your money and go asif you were
amonopoly and that governments, treasurers and ministers
can ratchet up prices whenever they want is wrong. Those
days have gone. We have this very powerful position of
Independent Regulator and, as the UK and Victoria have
shown, independent regulators do not tend to increase prices
in aggregate: they tend to look at reductionsin prices.

Mr Owenswill have the capacity, over the next fiveyears,
to demonstrate his view of the world, but | would be sur-
prised if he did not start from the viewpoint of trying to
ensure an appropriate consumer benefit whilst ensuring that
the quality and supply of service that is being provided by
these new companies continues to be of a high standard and
perhaps even higher.

Mr FOLEY: Treasurer, you would be aware that
Mr Owens made some statements to the media last week
about some work he is currently undertaking to review
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pricing. Mr Owensin aradio interview late last week, in part,
said:

We are working with ETSA Utilities particularly at the present
timeto focusin on reliability and quality of supply. | think when |
last spoke to you | wastalking about. . . we were engaging consul -
tants to do some work on how did we compare with Victoria and
New South Wales and would people be prepared to pay alittlemore
to get aguaranteed, you know, reliability of their electricity supply.
We hope to release that study in the next week or so.

Mr Owens further said:

It is concluding that in general people are happy to pay afew
dollars a year extra if they can see that benefits in terms of the
number of blackouts and quality of that supply.

The interviewer asked:

So, we could actually pay alittle more for our power and, if you

like, a swap for amore reliable service?
Mr Owensreplied, ' Exactly” Mr Owensisclearly reviewing
that position. Under the act, of course, ETSA Distributionis
clearly able to get adjustments in its prices to ensure that it
isachieving itsrates of returns, etc. Did Mr Owens have any
discussions with you, Treasurer, about this review so soon
after the privatisation?

TheHon. R.l. Lucas: | have had abrief discussion with
the Independent Regulator about thisissue. | have not seen
thisresearch, which | think he hasindicated he will potential-
ly releasein the next few weeks. As| indicated earlier, heis
completely independent. We obviously have cordial discus-
sionson aregular basis but | have not seen the research. | am
aware of the statements he has made and | have had a
relatively brief discussion with him. What | can say isthat the
member for Hart has, either wittingly or unwittingly, been
peddling a story through the newsrooms of Adelaide Today,
which, it might not surprise members, is completely inaccu-
rate, that is, that thereis potentially a3 per cent to 5 per cent
increase in prices over and above the GST package | an-
nounced this morning of something over 12 per cent.

What the member for Hart might have wittingly or
unwittingly done is add two and two together and come up
with five. Thereisan overall commitment that householdsin
South Australia, right through to 2003, cannot have increases
greater than CPI, with the exception of the federal govern-
ment's GST arrangements, obviously. The member for Hart's
contentions to various newsrooms—which | have been
correcting during the afternoon tea break—that we are
looking at a3 per cent to 5 per cent increase over and above
this CPI iswrong. | hope now that he knows—

Mr Meier interjecting:

TheHon. R.I. Lucas: He may want to apologise to the
newsrooms for having misled some of them.

Mr Foley interjecting:

TheHon. R.I. Lucas. The Premier gave a cast-iron
guarantee two years ago, through the legidation on which the
honourable member and others voted, that we arelocking in
CPI increases for household customers.

Mr FOLEY: Towhat, then,isMr Owensreferringin his
media comments?

TheHon. R.I. Lucas: | have not seen any media com-
ment where he talks about a3 per cent to 5 per cent increase.

Mr FOLEY: Hetaks about an increase.

TheHon. R.I. Lucas: Heistaking about two issues. A
part of his comments mentions a performance incentive
scheme, which potentially—

Mr Foley interjecting:

TheHon. R.I. Lucas: It was in the legidation and the
discussion in the parliament. | am not sure why the ‘Oh’

comes from the shadow minister. It wasin the debate and the
discussion. | have spoken oniit publicly. Indeed, the Victorian
regulator has acknowledged our performance incentive
scheme arrangements and has indicated that he is now
looking at it perhaps with aview to introduce it in Victoria
because he believes it has much merit. The regulator—

Mr Foley interjecting:

TheHon. R.I. Lucas: The honourable member does not
understand it. He cannot even remember it, let alone under-
stand it.

Mr Foley interjecting:

TheHon. R.I. Lucas: The honourable member cannot
even remember it, let alone understand it. | would not hold
myself out asthe expert on something | cannot even remem-
ber being discussed or debated over the past 12 months. The
performance incentive scheme is something which cannot
impact on household customersuntil after 2003. Contrary to
the claims being made by the member for Hart to newsrooms
around the state a the moment, thereisalock-in of no greater
than CPl—it can belessthan CPI—for household customers
with the exception, obvioudly, of the GST announcement that
we recently made in relation to electricity tariffs.

The performance incentive scheme ultimately has been
introduced. The Independent Regulator will need to review
how it operates and what its effectiveness has been, but it can
both penalise and provide incentive to the operators of the
businesses. There can be afinancia penalty if they do not
perform to certain standards and, if he agrees, there can be a
financial incentive if they perform at certain levels.

One problem with the regulatory regime in Victoriawas
that there was no incentive for the distributors: once they
reached the level set by the regulator for any five-year period
there was no incentive for them to do better. Why should they
spend more money on maintenance? Why should they reduce
outagesin particular areas? There was no incentive for them
to do any better than the standard set by the regulator for that
particular five-year period.

The debate we had in the construction of this regulatory
regime in 1998-99 was along the lines of, ‘How can you have
a system which might encourage people to continue to
perform better and to penalise them if they don’t perform as
they should” The performer incentive scheme is an
endeavour to try to do that. The comments the member for
Hart referred to may well involve that. However, in terms of
any potential impact on household customers near and dear
to all of us, there can be no household impact from this until
after 2003.

Mr FOLEY: The sum of $5 million performancewill be
paid for by only contestable customers.

TheHon. R.I. Lucas: | am not sure from where the
member got his $5 million.

Mr FOLEY: You mentioned it.

TheHon. R.l. Lucas: | didn't mention it.

Mr FOLEY: Lew Owens mentioned today the amount of
$5 million.

TheHon. R.I. Lucas. The honourable member is
confusing mewith Lew Owen, and that isabig error to make.
Heisthe independent regulator and | am just the minister.

Mr FOLEY: You are saying that that performance—

TheHon. R.l. Lucas: | didn’'t say $5 million at all. You
said | said it.

Mr FOLEY: Okay. Whatever figure you are saying—

TheHon. R.I. Lucas: | haven't used afigure at all.

Mr FOLEY: —ispaid for only by contestable customers.
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TheHon. R.l. Lucas: | will take advice on the detail of
the performance incentive scheme. | am saying that the
impact on household customers cannot be felt until af-
ter 2003. Contrary to what the member for Hart has been
saying to newsrooms al over the state this afternoon—that
thereis potentially a 3 per cent to 5 per cent increase on the
way—that iswrong, and | hope during the dinner break the
member will be honest enough to go out and concede that that
iswrong.

Mr FOLEY: Let me get this right. You are saying the
incentive scheme, which will be recovered by ETSA fromits
clients, can be recovered only from those who are contest-
able?

TheHon. R.I. Lucas:. It cannot be applied to household
customers until after 2003. We will double check on what
occurs for the business sector prior to 2003. Our initia view
isthat it cannot apply to it either until after 2003.

Mr FOLEY: Who pays whatever it is?

TheHon. R.l. Lucas. | am not surewhat you aretalking
about. You have this figure that you have made up.

Mr FOLEY: No, | haven’'t made up that figure. That is
afigurethat Lew Owens has said to the presstoday, that there
isa$5 million performanceincentive scheme. Someone has
to pay it—obviously consumers.

TheHon. R.l. Lucas: Inanumber of statementsto media
outlets, the member for Hart has put words into the Independ-
ent Regulator’s mouth about 3 to 5 per cent increases being
on the way during this period. Those statements were wrong.
Based on past experience with the member for Hart, he will
excuse meif | just do not accept as gospel anything he says,
that the Independent Regulator has claimed—

Mr Foley interjecting:

TheHon. R.I. Lucas: They are not the—

Mr FOLEY: | do not have the advisory staff you do, and
| thought you might—

TheHon. R.l. Lucas. You were the one making the
claims about the Independent Regulator. As| said, with due
respect to the member for Hart, based on past experience, |
will not just accept his claim that the I ndependent Regul ator
said it.

Mr FOLEY: But you have said there is an incentive
scheme. Someone hasto pay for it. | am asking, ‘Who pays
it? That isthe simple question.

TheHon. R.l. Lucas: | havejust said to you certainly the
household customers will not be paying it until after 2003.

Mr FOLEY: So it must be paid only by contestable
businesses.

Mr LEWIS: | am astonished at the way in which the
Office of Alternative Energy has been treated. | just wonder
why what used to be a very minor expensein ETSA has now
been gutted, along with the work which it used to do to
promote awareness of alternative energy technologies and
encourage people to think of doing things differently where
it might be practical to do so in, say, remote areas and
locations and so on.

TheHon. R.I. Lucas: | cannot throw much light on that.
| am not sure whether the member isreferring to the decisions
that the new operators have takenin relation to ETSA
Utilities, because clearly they are now commercial decisions.

Mr LEWIS: Monica Oliphant is not working there any
more; she hasgone. | thought that she used to be agreat asset
in promoting awareness of those kinds of things. Now, there
isjust no space, no room. | had a conversation with her just
after | noticed what had happened, and | was disappointed.

TheHon. R.l. Lucas: If the member is referring to
decisionsthat the new operators have taken subsequent to the
takeover, | am happy to inquire of them in relation to this
area. However, | no longer have the capacity to influence
their decisions in that area. What | can say is the govern-
ment’sorigina intention had been to establish the Sustainable
Energy Authority funded, as | said, through licence fees.
However, ultimately, we did not have enough in licence fees
to fund all these bodies and authorities. We as a government
have apolicy decision to take to proceed or not proceed with
the Sustainable Energy Authority, which was modelled
broadly—but we thought with some improvements—on the
Sustainable Energy Authority or development agency in New
South Wales.

Thereisthe capacity for the government at some stageto
move down that path, if there has been some windback with-
in ETSA. Frankly the government has to decide whether it be
through this authority or some other capacity to have that sort
of capacity broadly available within some government
department or agency. Given this is now a private sector
operation, it may not have been appropriate that it continues
to be the vehicle for that sort of advice. The government,
through some sort of agency, may need to have that sort of
capacity available to it, anyway. | can acknowledge the
member’s point but | cannot throw too much more light on
it.

Mr LEWIS: No small bonus grants are available any
more for peopleto try out aternative ways of providing their
energy wherethey are, say, in remote areas. | well remember
that it was through that office in which Ms Monica Oliphant
was so effective for so long that those types of new ideas
were tried out and grants were made available, and we now
have, for instance, the things | was advocating 12 or 15 years
ago—and | am talking not about fish farms here but about
photovoltaic illumination along highways, signs at railway
crossing and thelike. If thereis not acell within government
that constantly encourages and looks at these things, it strikes
me that sustainable energy is more focused upon using
conventiona technologies and not the sorts of technologies
advanced by the organisation to which | have belonged for
longer than | have been in parliament—and that is 21 years—
and that is Solar Energy Society.

TheHon. R.I. Lucas: It is not correct to say that the
Sustainable Energy Authority would not be involved in that
area. The whole purpose of that bill wasto look at the New
South Wales model which hastried to encourage solar, wind
power and demand management policies, a whole range of
things in terms of energy management and sustainable
energy. That was the original intention for that authority. In
terms of what exists at present, at this stage the best we can
suggest isthat there still remains an Office of Energy policy
under Dr Cliff Fong in the Deputy Premier’s broad portfolio.
So, that agency as we understand it—

Mr LEWIS: Doesit have grant funds?

TheHon. R.I. Lucas: | do not know whether it hasfunds
but it has some oversighting responsibility in terms of Office
of Energy policy. Members of that discussanumber of these
issues because they have provided input into previous cabinet
debates on these issues. When we were looking to establish
the Sustainable Energy Authority they commented with some
authority on what they believe should or should not go into
this authority. There is at least a body of expertise. It is
clearly not with the same capacity that the honourable
member islooking for, but thereis at least aframework upon
which agovernment could build if it wanted to or, as | said,
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it may well be that the government decides to continue with
the proposal that we brought to the parliament last year,
which was a new office, the Sustainable Energy Authority,
which would tackle many of the issues and, in asmall way,
would provide some grant funding to various projects.

Member ship:
Ms White substituted for Mr Wright.

Mr MEIER: Treasurer, in the lead-up to the power
privatisation program you made many public statements
about the risk to the state if it continued as the owner of
power assets in the competitive international electricity
market. South Australia has now been in that market for
about 18 months. In light of recent media specul ation about
the effects on power companies of such situations as summer
load shedding, the industrial action of Victorian power
workers, the breakdown of Victorian generators and the
unseasonable cold spell afew weeks ago, | ask whether you
are sure that the right decision has been made in evaluating
the risk of owning power companies and whether you have
any indication of the effect on South Australian power
companies of the situations to which | have referred.

TheHon. R.I. Lucas: | think the recent developments
nationally and in South Australiahave demonstrated the huge
risks of staying involved in thisindustry. | think membersin
this chamber have heard before, probably from the Premier,
of the $600 million court case loss for one of the New South
Weales power companiesin abattle over the contracts and the
price within those contracts. Early thisyear, or latelast year,
we were also aware of some not inconsiderable publicity in
Queensand where the Queensland power companieswith 15
to 20 power purchase agreements have now taken, in
retrospect, the wrong decision in terms of the pricesthat were
being talked about. They are now facing, as acommunity and
taxpayers ultimately, hundreds of millions of dollarsand, in
some cases, estimates of over $1 hillion in potential losses on
some of those contracts over along period.

The ups and downs have not been limited only to New
South Wales and Victoria. We had an example (in a highly
unlikely set of circumstances, | have to say; we are not sure
whether we have seen them before and hopefully will not see
them again) of the power dispute in Yallourn where, basi-
cally, they closed down alarge part of the generation capacity
in Victoria. We then had significant problems with getting
power across the big interconnector to South Australia. At the
same time we had huge peaksin demand because of the hot
weather in Victoria and South Australia. All that happened
at the onetime.

The only thing | can say is that fortuitously we had just
closed on the sale of ETSA Power to AGL and the leasing of
ETSA Utilities to CO and Hong Kong Electric two days
before (I think it was on 31 January) and we had these
problems on 2 February. There is no doubting that in those
few days the generators, both the government owned and the
privately owned ones like Boral in the South-East, made a
huge amount of money. It is now estimated by the industry
that AGL lost somewhere between $15 million and $20 mil-
lionintwo days of trading—two days after they took over our
ETSA Power in South Australia

As| said, | do not hang that out as the sort of risk that
comes round every day, week or year but it isthe sort of thing
we were warning about in terms of the risks of the electricity
business and, in particular, risks of generators and retailers.
In thisexample the generators did well. However, for the new

owners and operators of ETSA Power to face what the
industry is estimating at about a$15-20 million set of losses
in those two days after taking over was not a happy welcome
to the national market.

In the short, medium and long term, the power supply
issues at Pelican Point (about which | have talked earlier) and
the interconnector will significantly reduce the prospects of
those sorts of things happening in the future. However, in the
current climate we were not immune to those sorts of huge
losses, and if thiswasto occur, for example, next year rather
than this year and we had still been the government owners,
then you do not have a circle where it stays broadly within
government: thereis clearly someleakage to privately owned
generators such as Boral and viathe interconnector. However,
the more competition we have, if it was till in government
ownership, we could clearly be facing the sorts of thingsthat
we have been warning about. The opposition and others have
pooh-poohed it and said, ‘That will not happen in South
Australia. This is a guaranteed $300 million that you will
make. It ismoney for jam, it isrisk free. Don’t worry about
it. Why on earth did you sell it?

Mr Foley interjecting:

TheHon. R.I. Lucas: We aretalking about it. Thisisas
of February thisyear. Members opposite might not like to be
reminded about it, but—

Mr Foley interjecting:

TheHon. R.I. Lucas: We are talking about the future,
and the government is providing for the future. However, the
reality isthat thisis avery significant issue in terms of risk
management for electricity companies in the current South
Australian market, one which we hope will be, athough
clearly till not arisk-free environment, more manageable by
the greater supply of capacity through both generation and
interconnection that we will see over the coming year.

Mr MEIER: | take it that the $20 million plus lost by
AGL during those few days was as aresult of the fact that it
had to pay near $4 000 per kilowatt hour compared to, say,
$40 per kilowatt hour. If | am wrong in that respect, can the
Treasurer please outline further? Thisleads me into my next
question. Issufficient generating capacity availablein South
Australiafor the 2000-01 summer peak |oad?

TheHon. R.I. Lucas: With respect to the first aspect of
the question, in broad terms, that is correct. Thereisacap at
the moment on the spot price of $5 000 a megawatt. That will
increase to $10 000 in July 2001 and then to $20 000 in
December—or September.

Mr MEIER: Per megawatt hour?

TheHon. R.I. Lucas:. Yes. | do not think we know when
that will occur. | think it is September or December 2001, but
| can correct therecord if | amwrong. It goesfrom fiveto 10
to 20, and some people are saying that, ultimately, it will be
unlimited. Thelossesthat AGL suffered on 2 and 3 February
would have been significantly higher if the capped price had
not been $5 000 but had been $10 000 or, indeed, $20 000.
These are the huge risks that we have been warning about for
so long. Sadly, those who do not want to hear and those who
do not want to see, represented on opposition benches, have
chosen to ignore those sorts of warnings, and the sad reality
is that we have now had an event here in South Australia—
and we hope that we do not seeit again—where therewas a
very significant loss to that company.

In relation to the second part of the member’s question,
the key additional power increment for next summer isreally
just National Power. As | said earlier, Tony Cook from
TransEnergieis predicting in thefirst six months of next year.
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| do not think that we can count on that being in January and
February. | supposethat thereisan outside chance, but | think
it unlikely. He is predicting in the first six months, so |
suspect that that might mean the second quarter rather than
thefirst quarter. So, in terms of next summer’s peak, we are
looking at the extra 413 megawatts (I think it is) of power
that National Power will have on stream, it believes, by about
the end of December. Our peak period is generaly late
January, all through February and early March. If National
Power delivers on time, as it is indicating, we should have
that significant additional increment. We will also have an
extra 40 megawatts of power from Boral, | think. Boral had
40 megawatts of extrapower at Ladbroke Grove in the South-
East for the tail end of this summer, 1999-2000, but it has
another 40 megawatts which will be ready for 2000-01, as|
understand it. So, that will be an extraincrement of power.
But none of the other generation options or interconnection
options are likely to be ready by December-January. The
Riverlink proposal supported by the opposition has no
prospect at all. It has a snowball’s chance in hell of getting
up and going by this summer. If | was abetting man, | would
be very surprised if it was ready for the following summer.
We were promised that it would be ready by the end of 1999.
It has not even obtained—

Mr Foley interjecting:

TheHon. R.I. Lucas: It has not even obtained approval
from NEMMCO, an independent national authority, inde-
pendent of the state government: it still does not have
approval. We are in the middle of the year 2000—

Mr Foley interjecting:

The CHAIRMAN: Order!

TheHon. R.I. Lucas. —and it still does not have
approval from NEMMCO.

MsWHITE: Members are probably sick of my raising
this issue, but again | raise a very important issue to my
constituents, and that isthe reliability of electricity supply to
parts of my electorate, namely, St Kilda, Waterloo Corner,
Virginia and parts of Paralowie. | have in my possession
several letters, responses from four separate ministers who
have been responsible for ETSA: John Olsen when he was
Minister for Infrastructure; Graham Ingerson when he was
Minister for Infrastructure; Michael Armitage asthe respon-
sible minister for ETSA; and now the Treasurer, who is the
minister responsible for ETSA.

There is absolutely no doubt that we have an unreliable
power supply in my electorate. It isfar worse than other areas
in this state—far worse than that in the leafy green suburbs.
We pay exactly the same amount for our electricity, but we
have such poor reliability. The excuses given by ministersfor
all the power cuts have ranged from birds on lines; lightning
strikes; unexplained events; storms; hot weather; cold
weather; and, windy conditions. Quite frankly, we have heard
it al, and it isjust not good enough. We have had 13-hour
blackouts. It isnot unusual for power to be out for one or two
hours regularly. It is affecting residents and businesses. At
Virginia, an area that is hard hit often, businesses go out
during lunch time and they lose business, trade and cold
stored food items. We have a chicken manufacturing factory
which has to stand down workers and risks losing export
orders. Workers have to be paid for half an hour before they
are stood down. It is a cost to the company and to the
workers. All of this occurs because of the unreliability of
supply in my electorate.

| ask the minister, first, for an acknowledgment that
supply to those areasthat | have mentioned iswell below par

for the rest of the state. | would like him to explain to my
constituents why, when they pay exactly the same amount for
their electricity aseveryoneelse, their reliability of supply is
so poor. What will the minister guarantee to do about it?1 am
looking for a guarantee to upgrade these facilities to my
electorate so that my constituents finally can get what they
pay for.

TheHon. R.l. Lucas: That isobvioudy avery passionate
attack on the quality of service provided by government
owned and operated utilities. We had from the member there
a damning indictment on the level of service that has been
provided. One of the intriguing notions that | have heard
around South Australia has been from people such as the
member for Taylor, who opposed the privatisation, in the
same breath roundly condemning the appalling service, the
prices and the charges that the government owned and
operated utilitiesare providing. And that is, indeed, what the
member for Taylor has just done.

An honourable member interjecting:

TheHon. R.I. Lucas: It is pretty hard to understand an
argument of, * Shock, horror, the private sector will now have
ago at trying to run this better,” when at the same time and
in the same breath the member for Taylor and othersindicate
that for years they have had problems and nothing has been
done about it.

The situation at the moment isthat we have agovernment
monopoly with the best will in the world. We have politicians
who run it, and the honourable member indicated four
ministers, including me. Ultimately, in terms of pricing, we
can take decisions without having to be answerable to
independent regulators or anyone. So, if | can give the
member for Taylor some credit, she might in a quieter
moment be prepared at least to consider the good sense of
what the government is doing. We are saying: let us have a
go a providing something better than the honourable member
has been talking about. Let ushave ago at providing asystem
where—

Ms White interjecting:

TheHon. R.I. Lucas. Let ushaveago at doing better: it
can’'t be any worse, can it? The honourable member has
eloquently portrayed how under four ministers the level of
service has been appalling, from her viewpoint. We now have
the opportunity, under the privately owned and operated
electricity business with an independent regulator, to see
whether we can do something better than the honourable
member istalking about. All | am asking isto giveit ago. It
can be no worse than what the honourable member hastalked
about. We believe that we can see a system that can improve,
so | would ask the member for Taylor at least to consider that.

The second thing | would ask her to do is to be very
careful about being locked into a position that opposes the
government’s performance incentive scheme, which the
shadow treasurer has been hinting at today. It is not the
government’s: it is now part of the regulatory authority. The
performance incentive scheme will give the member for
Taylor the opportunity to see some achievement of her and
her electorate’s objectivesin the areathat sheistalking about.
The performance incentive scheme was partly constructed to
allow what we called hot spots.

When | went to Victoria, the Office of the Regulator-
General told me that they had a situation where a place like
Ballarat, so close to Melbourne, for some reason had an
inordinately high percentage of outages. There was no
incentive under the old government-owned and operated
system for them to spend the money to upgradeit. They were
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still getting the money and there was no incentive for them.
We had alook at that and thought: there must be hot spots,
whether they bein the honourable member’'sarea—and | do
not have to hand alot of personal knowledge of the honour-
able member’s complaints about her particular part of South
Australia—

Ms White interjecting:

TheHon. R.l. Lucas: | know that | have had letters, but
| do not have them with me. | can assure the honourable
member that | get many letters of asimilar nature from across
South Australia; or | did. What we did in constructing the
performance incentive scheme was to say: let the Independent
Regulator have the capacity to nominate hot spots. The
Independent Regulator will be ableto look at an arealike that
of the member for Taylor and say, ‘ This level of serviceis
unacceptable: | will put this into the performance incentive
scheme’

He has the capacity to do that with up to 40 areas, and |
had abroad discussion with him about those 40 areasthat he
islooking at at the moment. | cannot recall whether or not the
honourable member’sareaisinit. | would urge her to consult
with the Independent Regulator and suggest that this perform-
ance incentive scheme might be the very thing that she needs;
that she has been unable to achieve the change in the past and
she would like to see her areas represented in the hot spot
calculation that he does.

The performance of ETSA Utilities, in this case, will be
judged not only on its overall aggregates in terms of the
overall number of minutes out across the state, which is the
traditional measure of performance of the system, but we
have tried to put in additional element which says, okay: you
might have an overall averagethat isgreat, but if they can put
up with problemsin your areabut improvein other areas, that
does not help the member for Taylor in her area or the
member for Flindersin her area, whatever it might happen to
be.

We are trying specifically to put something into the
performance incentive schemeto try to addressthe problems
that the Independent Regulator in Victoria had, although he
had no mechanism for doing anything about it. He could
publicly report about it but, ultimately, as long as the
distributors met the overall aggregate outage figures, they had
no reason to improve services in particular areas.

Mr Foley: Who pays?

TheHon. R.I. Lucas. Ultimately, it is either a penalty
against the consumer or it will be an additional cost for
CONSUMers.

Members interjecting:

TheHon. R.I. Lucas: Ultimately, but it cannot beinthe
period up until 2003, which is the point that the honourable
member has been making around the media today. If the
honourable member is genuinein her endeavoursto support
her constituents—and | take her at her word—she should
approach Mr Lew Owens, the Independent Regulator, and
say, ‘ The Treasurer has just highlighted to me the wonderful
benefits of the performanceincentive scheme, potentialy, in
particular in the area of the hot spots. | want to know your
figures.

What he has done is pull out some figures of the worst
performing areas, so he will know whether the honourable
member’s areais the worst. There may be areas even worse
than those in terms of outages. He has the capacity to
nominate the particular areas that go into that, and then the
performance of ETSA Utilitieswill be measured not only in
the aggregates but in terms of the individual areas.

If the member for Taylor genuinely wants to achieve
something, rather than posturing in the House, might | say,
with due respect, because | no longer have the authority in
thisarea, she should make an appointment with the Independ-
ent Regulator and take up thisissue, because we have at last
provided a framework whereby it might be possible for
something to be doneinthisarea. | do not have the capacity,
and the honourable member knows that, even though she has
asked the question in the way she has.

She knows that | do not have the capacity to order a
privately operated utility to spend money in her or anyone
else’s area. The honourable member and others can express
aview to the private operators, but she cannot—and nor can
|—direct them to spend it. The Independent Regulator,
through the performance incentive scheme, hasthe structure
and capacity potentialy to do something about it—if he
agrees with the honourable member. | do not know whether
or not hewill: that isthe challenge for the member for Taylor.

MsWHITE: As asupplementary question, that is very
convenient. The minister talks about giving performance
incentives so that my constituents can get the level of service
they aready pay for. Performance incentives, by the mini-
ster’sown indication, will cost my constituents more money,
yet in a recent letter from him to me he promised that
penalties will be imposed for non-compliance of the mini-
mum service levels.

There is no way that the minister can tell me that my
electorate is receiving the minimum service levels that have
been promised by his government. The minister is talking
about incentive payments that will cost my constituents
money, when all his previous rhetoric was about penalties.

TheHon. R.I. Lucas: Obvioudly, the honourable member
does not understand her correspondence: | will be happy to
go through it with her. The performance incentive scheme,
as| have said threetimesin this debate this afternoon, offers
both penalties and incentives. It can penalise for poor
performance and it can provideincentivesin thelong term for
good performance. For the honourable member, knowing that
particular debate, to try to portray it as only being that |
promised there would be penalties, is a complete misrepre-
sentation of both my correspondence to her and what | have
said on a number of occasions this afternoon.

She can chooseto listen and learn about the performance
incentive scheme and then have a discussion with the
Independent Regulator, or she can continue in her own
ignorance of the performance incentive scheme. That really
is her choice. There is no suggestion that there can be an
individual charge on her constituents for an improvement in
her area. There has never been any suggestion about that,
contrary to the honourable member’s inference in her last
question.

Thereisaquite rigorous assessment and, if thereisto be
any incentive paid to ETSA Utilities, it isajudgment that the
Independent Regulator makes on a quite complicated series
of calculations that measure its performance in term of
aggregate performance across al the broad aggregates; that
is, how it has performed in the CBD, in the metropolitan area,
in therural areaand in the remote area, and aso how it has
performed in the 40 hot spot areas.

Then the Independent Regulator, looking at its overall
performance, will say, ‘ On apoints structure, | think that this
is potentially worth an incentive or apenalty, depending on
which way it goes. In the brief discussion | had recently with
the Independent Regulator, he indicated to methat he thought
the hurdles were quite onerous and that he was only doing
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someinitial work. Obviously, thisdoes not apply because the
scheme does not start until July next year.

Intheinitial work that he has donejust to see how it might
have worked if it had been operating, he said that, even
though there had been a pretty good aggregate performance
from ETSA Utilities, because of issues with storms etc. he
did not believethat, if it had operated, there would have been
anything more than a negligible impact in terms of overall
prices. It would be either zero or negligible in terms of
possibleimpact. It isaway down the track. Thereis capacity
to potentially have the framework for a resolution of the
member’s issues. In the meantime, she needs to continue to
raise with the companies and others—

MsWHITE: Itisnot your problem, isthat what you are
saying?

TheHon. R.l. Lucas: No, the government accepts overal
responsibility for the regulatory framework that we have
provided, together with the parliament.

The CHAIRMAN: The chair wishes to follow up the
member for Taylor's question by asking whether the Treasur-
er feels that the advertising campaign has been adequate or
successful in making people aware of where they should
direct complaints, given the changeover to the private sector.
In asking that question, | have to say that | have been
inundated over the last few months because of the number of
power failures that are occurring in my electorate. In the
26 yearsthat | have represented my electorate, | have never
known the number of power failures to occur asis the case
at present.

Thereis absolute confusion in the electorate as to where
people should direct their complaints. Where previoudly they
have been very clear and they have directed complaints to
ETSA or to somebody in an appropriate position, they are
confused and they are directing those complaintsto me, and
you, Treasurer, would be aware of that because of the number
of lettersthat | have written to you in recent times. Thereis
considerable concern. | am fed up to the back teeth with being
advised almost on a daily basis that we seem to have an
inordinate number of possumsin the Adelaide Hillsin recent
months, and no-one will convince me that all the problems
we are experiencing are the result of an increased number of
possums. | am of the opinion that there is just not enough
information and perhaps the advertising campaign has not
been as successful as it might be in advising people where
they should go if they have problems.

TheHon. R.I. Lucas: | think that isfair comment. | do
not think there has been an advertising campaign asto where
they should go.

Mr Foley interjecting:

TheHon. R.I. Lucas. | amvery happy but | have not had
as many in the last few months, so clearly they must be
happier in aggregate than they were before and than in your
area, Mr Chairman. The point that the Chairman has madeis
correct. One of the reasons that we have not conducted an
information campaign to advise of the Independent Regulator,
the Electricity Ombudsman and the new operators of ETSA
Utilities is that, particularly in relation to the regulatory
authorities, the Independent Regulator wanted to settlein his
staff before they had to manage the complaints system. That
has been relatively successful and we are in the process of
considering an information campaign to try to highlight to
consumersthat, if they have acomplaint of that type, they can
visit aweb site or call atelephone number, or whatever.

We now have two authorities for people to complain to,
whereasin the past they could go to the company, their local

member or to the minister, and they can continue to do all
those. In asking for advice in the short term, the answer is
that they should go to the company. It is no different from
any other private sector company that offersaservice, and the
company needs to be made aware when that service is
unacceptable. In thefirst instance consumers should go to the
company and seek to have the complaint dealt with, whichis
what would have occurred in the past. If they are unhappy
with that response, they can go in two directions. They can
complainto their local member or to the minister or, depend-
ing on the nature of the complaint, they can go to the
Electricity Ombudsman or to the Independent Regulator with
their complaints. As| said, they always have the capacity to
go to amember of parliament or to the mediaand raise their
concerns, as you, Mr Chairman, know many people do in
trying to highlight their problems.

We acknowledge the issue. It is not that the advertising
campaign hasfailed, because we have not done one since the
Independent Regulator has established his new office. We are
in the process of looking at an information campaign to
highlight that basic information to households as to where
they should go if they have a complaint.

M ember ship:
Ms Hurley substituted for Ms White.

Mr FOLEY: | turn now to interconnectors. Access
Economics and Standard & Poor’s concurred with the
opposition, and the Treasurer was critical of them this
morning. A report has been compiled by Port Jackson
Partners Limited for the Business Council of Australia, and
| find it hard to believe that the Treasurer would be critical
of the Business Council of Australia given the conservative
sideof politicsthat he represents. Itsreport, which | found an
extremely interesting read, is entitled ‘Australia’s energy
reform; an incomplete journey’, and | will quote from it
because it conflicts significantly with the Treasurer’s views
and those of his advisers on interconnection. A couple of
things should alarm al of us.

The report states that the scale of the price reduction
realised by customersin New South Wales and Victoria has
not been matched in Queensland and South Australia, and it
looks at some of the reasonsfor that. It makes the point that
the size and mix of electricity generation capacity in South
Australia and the entities created in New South Wales and
Queendand are currently unable to sustain competitive
outcomes. It statesthat insufficient electricity interconnection
links have been built, and we must bear in mind that this
government, whilst an initial supporter of Riverlink, did all
it could to frustrate it. When it comes to issues of intercon-
nection, the report is extremely interesting, as follows:

A regulated interconnector isthe theoretically more cost effective
solution. . . Regulated interconnectors face many hurdles. The
approval processislong. Application to NEMMCO, referenceto a
committee and a wide consultation, then consideration by ACCC
after further consultation. Many people must agree.

It makes reference to the transmission entitiesin each state,
their governments, and there are many opposing vested
interests. The report continues:

In addition, the approval test in the code was shown to be faulty.
A proposed South Australian-New South Wales interconnection
(SARNI) apparently failed the test because of an unintended
technicality.

The ACCC hasrecently proposed anew test that isintended
to fix this problem. The report continues:
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Entrepreneurial interconnectors may lead to under investment
compared with regul ated i nterconnection because an entrepreneurial
interconnector relies on the extent of the price differences between
the source and the destination state markets to make a profit, so
entrepreneurial interconnectors will always try to maintain alarge
price gap between the two markets.

The report comes out strongly opposed to entrepreneurial
interconnectors. It goes on to say that thereisapotential for
amix but that regulated interconnectors will give the best
way to transfer cheap price from onejurisdiction to another.
Why does the government continue to have an opposite view
to that?

TheHon. R.I. Lucas. If people want to support a
transmission line for which, even if the state does not use it
inaparticular year or if we useit one or two days out of 365,
South Australian electricity consumers haveto pay a subsidy
to the New South Wales government and taxpayers of
$15 million to $20 million, they will support Mr Foley’s
contention and Riverlink. Wejust do not happen to think that
isasensible way for the South Australian market to—

Mr Foley interjecting:

TheHon. R.l. Lucas: Well, you are suggesting that. That
is the proposal you are suggesting. The member might not
like the response heis getting, but he will get it. The member
is supporting the Riverlink proposal. He is supporting a
regulated asset—the Riverlink proposal. All our advice has
indicated to us that in a year, you use it once or twice in a
year and for the rest of the time it is laying there gathering
mothballs and whatever elsg; it is not being used, but the
honourable member wants usto support it. South Australian
consumers, the constituents of the member for Taylor about
whom she was so passionately talking in relation to electricity
prices, must pay—

Mr Foley interjecting:

The CHAIRMAN: Order!

TheHon. R.I. Lucas: —an extra$15 million to $20 mil-
lion ayear to the New South Wales Labor government and
its government run businesses. If you want to support that
sort of policy, listen to the member for Hart and his particular
contention. Sadly, the member for Hart, the Hon. Mr Xeno-
phon, the L eader of the Opposition and avariety of others—

Mr Foley interjecting:

The CHAIRMAN: Order!

TheHon. R.I. Lucas. —are wanting to support that
particular notion. Most of the significant employer organisa-
tionsin South Australiajust want to seeinterconnection with
the eastern states. They have a view—which we do not
share—that long term this will be a permanent supply of
much cheaper power. Our adviceis that ultimately with the
national market we will see an evening up in terms of the
prices, but the business people—

Mr Foley interjecting:

TheHon. R.I. Lucas: No, thisisthe businessview | am
putting: it is not what we say. The business people do believe
that forever and a day if we have another pipe that goes
interstate we will get much cheaper power permanently from
New South Wales and Victoria.

Mr Foley interjecting:

TheHon. R.I. Lucas. The member for Hart says that it
isavery logical conclusion. It islogical intermsof the short
to medium future: it is not logical in terms of a national
market for the long term.

Mr Foley interjecting:

TheHon. R.I. Lucas: | didn’t say that. The member for
Hart isfrothing at the mouth like arabid dog over there. If he
listened to the debate—

Mr Foley interjecting:

TheHon. R.l. Lucas. Well, at least respond to what | am
saying rather than what you think | say. | did not say anything
likethat at all. We are saying that business people want to see
interconnection. Some of those to whom | have spoken have
got themselves into the technicalities of the debate about
regulated or unregulated, but the vast bulk of them say, ‘We
want another pipe to come from the eastern states (as |
describe their views to me) to be a permanent source of much
cheaper power to South Australia’ Our advice is that
ultimately that differencein price which exists at the moment
will collapse so it will be much closer. Whether it comes
together only timewill tell, but we will see anarrowing of the
gap. Theview in New South Wales and Victoriaisthat long
term the sorts of prices that the generators have been
receiving and the spot prices in the New South Wales and
Victorian markets are not sustainable.

Putting that to the side, the government is a very strong
supporter of interconnection. We believe that unsubsidised
interconnection is the way to go. We do not support the
notion that we ought to be permanently subsiding New South
Wales Labor government businesses that get themselvesinto
major problems because of their trading issues, and their
mates in South Australia trying to bale them out through
support for a Riverlink interconnector. We do not think that
is the way policy should be conducted.

The other attraction of an unsubsidised, unregulated
interconnector isthat itisabit like National Power: they put
up the money and they take the punt. They might make
money if they are successful, but, ultimately, if they are not
successful, they will lose. That iswhat agenerator hasto do:
they have to generate power and, if they can generateit at a
price at which they can sell it, they will make themselves
some money. The same thing applies with an unregulated
interconnector. If it is being used, they will make money. In
the example | highlighted in regulation to Riverlink, if itis
not used at all, the entrepreneurial interconnector does not
make any money and the people who are operating it have to
take their bat and ball and go home, because they are not
making money out of their interconnector investment.

They take therisks, as generators must, whereas the cosy
regulated asset interconnector (and, clearly, in terms of
establishing amarket you have no other option) hasaroleto
play. However, when you have a choi ce between an unsubsi-
dised one or a subsidised one, why on earth would you
choose the taxpayers of South Australia having to pay a
permanent subsidy to New South Wales? For the life of me,
we do not know and we do not support it.

Mr FOLEY: | have a supplementary question. The
Treasurer talks about this ongoing subsidy. Heis saying that
the New South Wales government proposal hasin black and
white that there is an ongoing subsidy if the interconnector
isnever used. Isthat what you are saying?Isit a$25 million
payment that we must make if it is never used? | have never
seen the proposal, so | would not know.

TheHon. R.l. Lucas. You obviously have not been
following the debate too closely.

Mr FOLEY: You are saying that iswhat the New South
Wales government has put on the table?

TheHon. R.I. Lucas: | am saying that all our advice all
along, in al the conferences, in innumerable debates in this
parliament, has highlighted the fact that, even if we are not



80 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A

15 June 2000

using it, the transmission chargeis for aregulated asset. That
isbasically what it is. One of the reasons why they cannot get
through NEMMCO at the moment is because it depends on
whether or not NEMMCO agrees to give them permanent
regul ated asset status. That isthe reality. We have nothing to
do with the NEMMCO process. They are still trying to get
approval from NEMMCO.

Mr FOLEY: You do bend thetruth, honestly. | have read
to you what NEMMCO—

The Hon. R.. Lucas interjecting:

Mr FOLEY: That you bend the truth?

Members interjecting:

The CHAIRMAN: Order!

Mr FOLEY: I will rephrase that: the Treasurer is clever
with words. NEMMCO knocked it back, as stated in this
report, because of a flaw in the process, and that flaw has
now been sorted out. For the regulated interconnector to have
been of immediate benefit to our state, it needed to be up and
running by now. There was a flawed process with
NEMMCO. Your government seemed to think it was agreat
idea until something along the road changed your view. As
this Business Council report states, we are paying twice the
price for electricity in South Australia than are our eastern
states' competitors and, more importantly, had the inter-
connector been in place the price differential would be aslow
as 15 per cent.

You cannot ignore those numbers. The cost of electricity
is significant. You have taken the policy decision that you
will stand free of the market and allow entrepreneuria
interconnectorsto be the solution, together with Pelican Point
and other generation. You have every right to do that as a
government, but | have aright to be a critic of itif | think it
isawrong policy—as | do. But, ultimately, the market will
sort itself out. As the opposition has said repeatedly (and |
will say it again for your benefit), whether or not aregul ated
interconnector is now viable, needed or able to happen is
something that will be decided over the course of the next 18
months or perhaps longer.

If the opposition wereto find itsway into government, we
would seek advice asto whether or not the market is behav-
ing properly, that prices are being driven down and that there
is sufficient competition. If independent advice to the
government of the day is that that is not occurring it would
have to look at what options were available and whether a
regulated interconnector was still an option. Certainly, | am
not committing the opposition to saying, ‘We must build an
interconnector.” The debate may have moved on, but we are
talking about a palicy choice you have made as agovernment
that, at present, is not delivering cheaper pricing. Clearly, it
will to an extent when Pelican Point ison-line but thisreport
states:

Entrepreneurial interconnectors will exploit price differential
between two markets.

There is no incentive in there for the entrepreneurial inter-
connector to buy cheap and sell cheap. They will buy cheap
and sell it for ashigh asthey can. Aslong asthereisamarket
to exploit, that is the way they make money. | have no
problem with that. That is their market niche, but clearly a
regulated interconnector would provide us with better
options—and that is certainly the view of many commenta-
tors. | would argue that you are in the minority of people
arguing the line that you are, given the views of many
industriesin South Australiawhose representatives speak to
me, including many independent economic advisers such as

the Business Council. Thisis not just Danny Price’s view:
this is the view of Port Jackson Partners Limited. As the
Treasurer said earlier today, only time will tell whether his
punt is correct, but | have fearsthat it is not correct.

Mr MEIER: My question relates to the new power
utilities providing additional powerlines to areas such as
Yorke Peninsula. The Treasurer would be aware, as a result
of earlier correspondence | have taken up with him, about
very evident power fluctuationsin the past few years, aswell
as some power decreases. Some of my constituents have had
to run their electrical machinery and motors at 200 voltsand
210 volts rather than 240 volts and that causes serious
problems, particularly with speeds, etc., if the machinery runs
at al. Whilst | am fully familiar with the way in which new
power grid lineswould have been ingtalled under ETSA, what
incentives are there for the new managersto construct anew,
high voltage line either into an area, such as Yorke Peninsula
or down the peninsula, to supplement existing electricity
supplies?

TheHon. R.I. Lucas: High voltage remains within the
government’s responsibility until August, September when
ElectraNet is privatised. In terms of distribution lines,
obviously, that is now aresponsibility for ETSA Utilities or
Hong Kong Electric/CKI. If the honourable member’'s area
relates to a distribution issue then part of this response will
be similar to the response | gave to the member for Taylor.
| advise the member for Goyder to have adiscussion with the
Independent Regulator to get a better understanding of how
he sees this 40 hot-spot section of the performanceincentive
scheme operating.

If the Independent Regulator agrees with either the
member for Goyder or the member for Taylor that their areas
areinthe 40 worst performing areas or hot-spots (they do not
have to necessarily be the worst performing; it is ultimately
a question for his judgment as to what is important) and if
they can beincluded as part of that scheme, that might be part
of amedium-term way of ETSA Ultilities saying, ‘ Okay, my
performance will be monitored on these 40 hot spots,’ one of
which might be the area to which the honourable member
refers.

In relation to high voltage, asimilar performance incentive
schemewill exist for ElectraNet. Although, clearly, theissues
in terms of new high voltage lines do not arise as frequently
as distribution lines, asimilar debate or discussion could be
had by the honourable member, the Independent Regulator
and his staff. In the short term, as the honourable member has
done, he can continue to raise the issues with me and | will
rai se them with ElectraNet and the board. They consider the
issues and decide commercially whether or not they believe
it isjustified to put in the additional expenditure. | have not
operated asa Treasurer in the capacity of directing the board
to spend money in aparticular area on a particular problem:
it has been left to the board’s commercial judgment as to
whether it believesthat expenditureisrequired in aparticular
area.

| would otherwise leave myself in a position where | am
running the detailed operation of either ETSA Utilities or
ElectraNet and, obvioudly, | do not have the capacity to
second guess all of those detailed decisions. Asthe minister
for the next three or four months, or however longitis, | do
have the capacity to continueto raise the issues with Electra-
Net and, if the honourable member continuesto writeto me,
I will continue to raise the issues.

Mr MEIER: | take it from your answer, Treasurer, that
pendlties could apply if it were shown beyond doubt that parts
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of, say, Yorke Peninsula, or any other part of South Australia
for that matter, were suffering as a result of an insufficient
power supply to that area due, perhaps, to a burgeoning of
new homesin a particular area.

TheHon. R.I. Lucas. The general answer is that the
framework exists for that to occur, but the performance
incentive or penalties, which | tried to highlight to the
member for Taylor earlier, would not be based only on one
particular area and how you perform in that area. There are
a series of measures, including overall aggregate measures
in terms of outages and then hot-spot areas in terms of the
individua calculations. The Independent Regulator will ook
at his overall assessment of the performance of the body,
good or bad, and then make a judgment.

Heaven help us but it could be the case that the authority
performs magnificently in every area with the exception of
the area covered by the member for Goyder. On that basisit
might still be entitled to some incentive, that is, if it has met
every performance measure with one exception.

Mr MEIER: | think back during my time as the loca
member and | recall the installation of two additional
powerlinesto the area: one coming from a substation west of
Port Wakefield, which cameright through to the Kadina ares;
and the other line came from a similar position nearly to
Yorketown. They were large capacity powerlines and they
were installed before any real problems occurred. The
dectricity supply wasinstalled ahead of time. | just hope that
therewill continueto bethat sort of foresight in development.
Obviously they were multimillion dollar lines. They were
subjected to environmental impact statements and a lot of
consultation.

I know that | was personally involved in trying to reroute
some of the lines. If they had travelled across some of the
paddocks they would have caused problems for farmersin
terms of their opportunitiesto spray using light planes. ETSA
was very helpful in relocating the route to some extent.

TheHon. R.l. Lucas: | have been reminded that the
government has established a Planning Council to look at
some of these issues right across the state—not only issues
relating to interconnection but delivery of power throughout
the state. That is another body which may well provide advice
to both the government and to industry generally about the
power needs in various parts of the state. That might be
another vehicle for the honourable member. Mr Ron Morgan
is newly appointed as the Chief Executive of the Planning
Council. Memberswould know Mr Morgan. The honourable
member might want to have a quiet word with him in terms
of the council’s futurerole.

It does not direct but it providesadviceand it will beable
to raise with industry, governments, oppositions or anyone,
the planning needs in terms of energy for the state. It will
tackle not only aggregate i ssues but also some of theseissues.
The only point I make in terms of the honourable member’s
issue is that, under the newly competitive government or
privately operated environment about which we are talking,
you are unlikely to get benign government-owned utilities
with large amounts of taxpayers money significantly
building over capacity much earlier than they arelikely to get
return on their investment.

In the past, governments have been able to do that. The
consumer hasjust paid ahigher pricefor electricity. The price
was just ratcheted up, you built the additional capacity and
people could grow with it. | think it will be a much finer
bal ance and that is where the Planning Council, the industry
and others will have to work better. Clearly, companies will

not invest unless they get some return on the assets they are
putting in. They are not going to overbuild capacity in the
hope and expectation that 10 years down the track they will
get areturn on their investment.

If the import of the honourable member’s question was
that, in the past, significant capacity had been built, that
might be possible as long as there is enough income gener-
ated tojustify theinvestment. Itisabusinessand it will need
enough income to justify the investment. It might have the
additional growth afterwards but it will have to have at |east
that threshold level of income flowing through to justify its
board's decisions.

Mr FOLEY: That is avery important point, and thisis
not meant in apolitical context: it isthe reality, and that will
be the test for all of us, whether it is the Treasurer, me or
whoever sitsin that seat as the minister for electricity in the
future. That tightness between supply and demand will be an
extremely politically explosive issue because if we get it
wrong wewill be hard pressed convincing the punter that that
was an unfortunate lack of proper planning and they canlive
withit. Quiterightly, consumers have devel oped an expecta-
tion that electricity is aways there. | wonder how any of us
will deal with that into the future. That may be a nice
discussion point for another day, but how do governments
stimulate those signalsto get the private sector investment in
there? If we wait for the exact time commercially for the
private sector to put in investment, it will be very tight. | do
not know what the answer is, and | do not know what signals
and encouragement we can give. Perhaps, Ron, that is part of
your rolein the future—to provide some of those signas. The
Treasurer’s ability to take some cash out of our remaining
electricity businesses would appear to have assisted him
greatly in delivering his bottom line for this financial year.
In his budget papers, the Treasurer referred to AGL's | oss of
$20 million, with a corresponding profit for Optima and
Flinders. What were the total cash reserves taken from
Terragas Traders, Synergen and other government el ectricity
businesses in the current financial year?

TheHon. R.I. Lucas: | am happy to take that on notice.
What the honourable member said earlier about the AGL
situation is partly true: we do not get it al back in Optima
because Bord is privately owned and the interconnector seeps
a bit out of the system. The generator unexpectedly made
some significant money in February at AGL's cost. The
wisdom of doing contrary to what we were being told we
should have done, that is, to sell the generators first—and |
think that came from the member for Hart's lips a one
stage—and hold onto the others might have been proved by
the events of February. We are happy to take that on notice
and provide an answer to al membersin the norma estimates
committees process.

The CHAIRMAN: | declare the examination of thisvote
completed. | thank the Treasurer and his officers. The
Treasurer might be interested to know that since 11 o’ clock
this morning he has answered some 73 questions.

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

Department of Industry and Trade, $128 868 00
Administered Items for Department of Industry and Trade,
$3 380 000,

Departmental Advisers:
Mr J. Cambridge, Chief Executive Officer, Department of
Industry and Trade.
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Mr J. Hallion, Deputy Chief Executive Officer, Depart-
ment of Industry and Trade.

Dr D. Swincer, Executive Director, Department of
Industry and Trade.

Mr M. Krasowski, Manager, Business and Financia
Services, Department of Industry and Trade.

The CHAIRMAN: | declare open for examination the
proposed payments. The Treasurer hasindicated that he does
not wish to make an opening statement. Does the deputy
leader wish to make one before asking her first question?

MsHURLEY: | would like to make an opening statement
on this portfolio’s Program Estimatestonight. The oneissue
that interests me greatly in the Department of Industry and
Trade—and this will come as no surprise—is that of the
department’s Chief Executive Officer, Mr John Cambridge.
If the minister will bear with me a while | will outline the
reasons why | want to bring this issue to the attention of the
committee before asking a series of questions. In thiscase
hope the minister will answer the questions with clarity and
candour. Thisisaserious matter which | still believe warrants
afull independent investigation, and | will continue to push
for that investigation for as long as it takes to get the real
answers, and | put the minister on notice about this tonight.

Recently, with figures gained via several freedom of
information requests, the opposition has been carefully
studying the spending habits of Mr Cambridge, particularly
asit relates to what has been achieved for industry devel op-
ment for South Australia and what it has achieved for
Mr Cambridge. Mr Cambridge is well known for making
numerous overseas visits in the name of business for South
Australia, especially to Singapore, which just happensto be
the headquarters of a manufacturing company, New Toyo
International, of which Mr Cambridge has been a paid
director sinceit wasfloated on the Singapore Stock Exchange
in January 1997. In terms of the potential for conflict of
interest, this second job that Mr Cambridge has in addition
to his $230 000 a year job with DIT worries the opposition
gresatly, especially because Mr Cambridge occupies a very
important position in government and worksin the same area
in which heisinvolved in the private sector.

In addition, it has already been found that he has had a
conflict of interest but was counselled for it only after it was
revealed in the media. It also worries me in terms of our
reputation in Australia and overseas. Given the fiercely
competitive nature of investment attraction among all states
of Australia, we need to ensure that issues involving our
state's professionalism, integrity and industry development
are above question and seen to be above question. We aready
haveit on record that Mr Cambridge had a conflict of interest
over his dealings with the Zhong Huan group, when it was
discovered that he failed to declare that he was a director of
the Zhong Huan group’s Australian based company. At the
time of Mr Cambridge’s directorship, the Chinese parent
company was holding talks with the Premier about govern-
ment assistance to convert the former tax office in King
William Street into overseas student accommodation.

| still find it extraordinary that Mr Cambridge had failed
to mention his directorship to the Premier or even that he was
a co-director of a company with one of Zhong Huan's
Australia managing directors, Mr Harry Tu, when he was
sitting around the table with the Premier in Chinain January
last year with Mr Tu and other members of the company.
Mr Cambridge has claimed that he did not know he was a
director and that it was only an honorary—a nonsense! By

law he must sign aform agreeing to become adirector prior
to his appointment as one, and Mr Cambridge appearsto well
understand company |aw.

We later discovered that Mr Cambridge also had a conflict
of interest as a board member of the Education Adelaide
group when he lobbied the board on behalf of Zhong Huan
to fill the building with overseas students—again failing to
declare a conflict of interest which came about as aresult of
hiscloselinksto Mr Harry Tu and the SA Golden Investment
Company. We learnt from the Premier yesterday that no
action was taken to discipline Mr Cambridge on either
occasion, even though the Public Sector Management Act
views conflict of interest very serioudly.

John Cambridge appearsto beabit of a*Mr Teflon’ inside
the South Australian public service. Thisisin stark contrast
to the treatment dealt out to the former CEO of the Depart-
ment of Industry and Trade, Mr lan Dixon, who immediately
underwent an internal investigation over a possible conflict
of interest when it was leaked by an anonymous senior public
servant to the Advertiser that a DIT contract had been
awarded to a Queensland firm that had once, some years
before as | understand it, employed Mr Dixon’s wife as a
consultant.

Mr Dixon was totally cleared in that investigation.
However, while the powersthat be believed an investigation
was warranted for that, they did not believe the same when
it came to investigating claims about Mr Cambridge even
when, in his case, a conflict of interest was so apparent.

Mr Cambridge was reappointed to the department’s CEO
position on 31 August last year after ahiatusin the Premier’s
Department as the CEO of the Office of Asian Businessand
State Development. The former minister, lan Evans, an-
nounced in June last year that the Office of Asian Business
had been wound up because of the * Asian economic down-
turn’, which were hiswords, not ours, thereby indicating that
the opportunities for Asian investment in this state were
drying up.

That struck us as being highly inconsistent with claims by
Mr Cambridge that his vigorous overseas business schedule
was bringing in big investment dollars. The closure of the
Office of Asian Business coincided with Mr Cambridge's
taking a three month, $150 000 plus consultancy with New
Toyo International in Singapore while on annual leave from
his regular day job.

While on that topic, | must say that it was confirmed last
night that it is a highly unusual practice to grant CEOs time
off in lieu for weekends spent on oversess trips. | find it
rather interesting that Mr Cambridge is such afavourite son
inside government that he was able to extend his period of
leave by 10 days last May by asking for, and receiving, this
time off in lieu. For someone on his saary, | find that
preposterous.

Mr Cambridgeis now well known for spending taxpayers
money on overseas Visits at a rate that most people would
consider to be at the high end of the scale. Indeed, it seems
that not only did Mr Cambridge clock up more than $203 000
in credit card spending in two years, but also he spent
thousands of dollarsin travellers' cheques for those trips.

Based on historical exchange rates and on the unspent
returned cheques, he spent a further $40 000 in travellers
cheques, that is, nearly a quarter of amillion dollarsfor one
public servant to travel, to wine and dine both here in
Adelaide and around the world, to buy gifts, travel, liquor,
golfing day subscriptions, memberships to professional
organisations, luggage, $1000 dictaphones and limousines
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over atwo-year period. That isof considerableinterest to the
opposition, especially when the government is now telling
low income familiesthat they cannot afford to pay them rent
relief of $17.50 per week. As a responsible opposition, we
want to ensurethat all thismoney has been properly account-
ed for and spent in accordance with stated public sector
guidelines and ministerial approval. | would like to know that
this spending has had direct palpable and positive spin-offs
for the taxpayers of this state and to do this, unless| receive
straight answers and direct evidence, | want this spending
scrutinised by an independent investigator.

We are also concerned about another possible conflict of
interest regarding Mr Cambridge and a Singapore trade
officer, Mr Tay Joo Soon, whom we understand is one of the
10 largest shareholders of New Toyo International. Given that
this government has supplied industry incentives to one of
New Toyo's wholly owned subsidiaries here in South
Australia, that makes the relationship between this govern-
ment, Mr Cambridge, our Singapore trade office and New
Toyo entangled, to say the least. This entanglement was
further highlighted when it was discovered that Mr Cam-
bridge had admitted to a newspaper that he had assisted the
head of New Toyo International, his other boss, Mr Stephen
Yen, to purchase aliquor outlet in Adelaide. It then emerged
that the Department of Industry and Trade had purchased
thousands of dollars of liquor from this suburban liquor outlet
after the outlet had been purchased by Mr Yen. Again, the
government ignored this potential conflict of interest asbeing
of no interest to it.

Mr Cambridge was reappointed to his current CEO’s
position without an interview process. The Premier told the
parliament last September that he had decided to reappoint
Mr Cambridge because he was the most capable person for
the position. The Premier said that, in Mr Cambridge's
absence from the top job at DIT, our state lost major invest-
ments such asthe Qantas call centre, and that South Australia
could not afford to make such errors attracting investment.
If that was the case, perhaps the Premier should have
explained why it wasthat South Austraiafailed to secure the
Teletech call centre while Mr Cambridge was CEO of the
then Economic Development Authority. Teletech was
supposed to deliver our state 1 000 jobs, and weweretoldin
September 1997 that it was a done deal. And, curiously, a
year after Mr Cambridge's departure from the position of
CEO of the EDA, the Premier was trumpeting the achieve-
ments of the first 12 months of the newly restructured
department’s business investment attraction program. He said
that this program had created 4 600 jobs and $335 millionin
investment dollarsin 75 projects. So, the Premier’s sudden
about-turn last September on his views about the depart-
ment’s ability to attract investment without Mr Cambridge at
the helm was rather peculiar.

The Premier also went to great lengths to explain that
Mr Cambridge—and any public sector worker, for that
matter—could do as they liked while on leave. He also said
that we did not own the intellectual property of our CEOs;
that we only rented it. He was wrong on both fronts. The
Public Sector Management Act views very seriously public
servants having second jobs, especially when they giverise
to aconflict of interest. There is no evidence that Mr Cam-
bridge ever received written permission to undertake his
consultancy to work with New Toyo international while on
extended annual leave last year. Perhaps he can show usthe
evidencetoday if | amincorrect, but in afreedom of informa-
tion request by the opposition we were told that none existed.

Mr Cambridge also appears not to have complied with the
regulations under the act and disclose the exact nature of his
work with New Toyo, nor has he listed the remuneration
which he received then, or which he receives now, as he is
supposed to do under the disclosure rules. The Auditor-
Genera recently confirmed to the Economic and Finance
Committee that while a person is working for this govern-
ment we do, in fact, own their intellectual property. Again,
the opposition is at a loss to understand why it is that
Mr Cambridge appearsto hold such a privileged positionin
the Olsen government.

In the media, Mr Cambridge defended his credit card
spending, claiming that the returnsfor his extravagance were
30 fold because he was personally responsible for attracting
more than $432 million in business investment in this state
as aresult of his overseas trips over that two year period,
even though the Office of Asian Business waswound up due
to alack of interest. However, the annual reports of DIT show
that, in 1997-98, the department attracted investment of
$376 million into South Australia, and then in 1998-99 it
attracted $223 million. In other words, the department, while
Mr Cambridge was not CEO, attracted about $600 million
investment into South Australiaover two years. That isquite
an impressive record—although thisannual investment figure
hasdropped, itisnoted, since Mr Cambridge hasreturned to
the CEO’s position.

Yesterday, the Premier directed me to ask the minister any
further questions about Mr Cambridge. He assured me that
the minister would be able to supply the answers. My first
question to the minister is: isthe $600 million of investment
claimed by the Department of Industry and Trade in those
two financia years in addition to the $432 million claimed
to have been attracted by Mr Cambridge, which would mean
that our state attracted more than $1 billion of investment in
those two years, and can we be supplied with alist of those
investments?

TheHon. R.l. Lucas. Thatisasilly question after asilly
performance from the deputy |eader. It isnot surprising that
very few of her colleagues were prepared to be in here to
support her—in particular, her front bench colleagues. There
is not much support for the approach that the deputy leader
is adopting.

Ms Hurley interjecting:

TheHon. R.I. Lucas. We are not engaged in this
particular exercise. Before responding, | did not make an
opening statement but thereisacorrection that | should have
made to one of the budget documents, for the interest of
members. | refer to the table on page 4.4 of budget paper 4,
volume 1. Under the heading ‘ Portfolio revenue by output
class: industry development,” there appears an amount of
negative 2.381: the correct number should be positive 1.171.
The error arose in transcription between this table and the
table appearing on page 4.12 of the same publication. |
apologise for that minor error.

As the new minister, let me first make some genera
comments before | make some direct comments in relation
to what we have just heard. What | want to say at the outset
isthat, asthe new minister working with John Cambridge and
histeam, | believe that John would be thefirst to say that the
achievements of the department are not the achievements of
John Cambridge alone: they are the achievements that are
earned after alot of hard work from his hardworking team
both here and in the overseas trade offices. So, the silly part
of the question from the Deputy L eader of the Opposition that
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the chief executiveis personally claiming credit for $432 mil-
lion, or whatever the figure—

Ms Hurley interjecting:

TheHon. R.I. Lucas. Not personally claiming credit for
doing it. John Cambridge would be thefirst to acknowledge
that thisisthe work of adepartment of hardworking people.
As his new minister, | acknowledge the hard work that he
undertakes on behalf of the government and the state. |
understand the politics that the opposition has played and
continues to play, and nothing that 1 am able to say this
evening or at any other time will make the Deputy L eader of
the Opposition stop playing games. That isthe way she sees
her role in the opposition. | think that people are wanting to
see abit more than whingeing and whining from the opposi-
tion, which is all we get from the |eader, the deputy leader
and others. But that isajudgment call for them ultimately to
take. However, | want to place on the record my acknowledg-
ment, and | believe that we should thank John and his team
for the work that they have undertaken and continue to
undertake. Certainly, we know, and | am till learning the
detail of this portfolio after just three months or so—

Ms Hurley interjecting:

TheHon. R.I. Lucas. That isancther juvenile comment
from a puerile Deputy Leader of the Opposition. She can
continue—

TheHon. G.A. Ingerson: Short term—

TheHon. R.l. Lucas. Very short term, exactly—if one
looks at the poll results for the seat of Light.

The Hon. G.A. Ingerson interjecting:

TheHon. R.I. Lucas. We will be very interested. | am
happy to respond to continuing puerile interjections from the
deputy leader if she wants to play the game that way, but |
will endeavour to respond to the questions. Having been
interrupted for the second time, | want to acknowledge on
behalf of the government the hard work that John and his
team put in. | know for afact that a good number of invest-
ment dealsthat ultimately get put together in the interests of
investment in South Australiacome as aresult of the personal
touch of Premiers, in particular, and to a lesser degree
ministers and chief executives, who can be important, and
other officers and trade officers who put together the persona
networks and contacts that may for investors, when they
choose to invest either in a state in Australia or another
country intheworld, just bethelittle bit that putsit over the
edge in terms of investment.

A number of investment deals are not just the result of
trips overseas, although agood part of them are asaresult of
the contacts, the networks and the hard work of not just John
but also the Premier, who has been prepared to put up with
the criticism about travel because he knows and we know the
value of anumber of thedeals. We were advised at ameeting
of the trade people within our department, whom | met for the
first time earlier this week, that it is quite possible that one
of the biggest investments we have seen in South Australia
from the Asian region was the result of the persona network-
ing of both the Premier and senior officers representing the
government over time.

The Leader and Deputy Leader of the Opposition can
laugh and giggle at those sorts of facts, but that isthereality.
In this business, no-one owes us anything in South Australia.
We could go on, if we wanted to, about the way the Labor
Party has treated South Australia in terms of trying to
encourage overseas investors. You have Mike Rann, the
member for Ramsay, talking about ‘the communists are
coming’ and the ‘ reds under the beds!

It was such an embarrassing comment to come from a
Leader of the Opposition and one that was disowned by his
own party and front benchers; disowned by Senator Nick
Bolkus; and disowned by the shadow Minister for Emergency
Services publicly and privately at a number of forums. That
is the sort of attitude we have from the Leader of the
Opposition and the Deputy L eader towardsforeign investors,
people who are prepared to invest their hard-earned dollars
in South Australia so that South Australian families and
workers can actually be employed.

We have seen that sort of sleazy, slimy campaign from the
L eader of the Opposition for years, and now we are seeing it
from the deputy leader. When National Power looked to
invest in Pelican Point, we had a smear campaign against it.
When EDS was investing in computers here in South
Australia, we had a smear campaign against it. When United
Water and the other water utilitiesinvested, we had a smear
campaign, all coming from Mike Rann and Kevin Foley, and
now we see Annette Hurley, the member for Napier—

Members interjecting:

TheHon. R.I. Lucas: She would like to be the member
for Light. We have a Leader of the Opposition trying to
smear mgjor investorswho are being courted from around the
world in terms of the billions of dollars they have to invest
in other countries and other states, and talking about ‘the
communists are coming’ and the old ‘ reds under the beds—
Mike ‘Reds under the beds’ Rann, in terms of his approach
to foreign investment.

It is this sort of anti-Asian investment smear that the
Labor Party isassociating itself with which doesit no credit
and doesthe Deputy L eader of the Opposition no credit at all
when she climbs down into the gutter with her own leader on
some of these issues. Obvioudly, | am a visitor to your
esteemed chamber, athough | know the proceedings and
operationswithin my own chamber. A very significant court
action isgoing on at the moment where, on at least 20 or 30
counts, a number of the claims being made by the Deputy
Leader of the Opposition—

TheHon. G.A. INGERSON: Shewouldn’t know about
that.

TheHon. R.I. Lucas. | am sure the deputy leader
understands but continues to persist, anyway. John Cam-
bridge hasissued proceedings before the District Court at the
moment. A series of very serious defamations is being
alleged by John Cambridge against the Australian newspaper
and various of its employees. In my own chamber we have
aconvention that is respected, | understand, in al parliaments
in the Westminster tradition, in terms of matters sub judice.
In relation to some of the questions, | will make a
judgment—

MsHURLEY: | have asked one question!

TheHon. R.I. Lucas: We listened for 20 minutesto the
deputy leader’s diatribe, which canvassed, as she knows, a
number of areas which in this privileged place she again
placed on the record; matters which are the subject of
defamation actions and which the deputy |eader knowsto be
the subject of defamation actions. The deputy leader has been
advised, | know. She has had discussions with interested
parties within the Australian—

Ms Hurley interjecting:

TheHon. R.l. Lucas: You have so. | am aware of those
discussionsthat you have had. You have had discussions and
you are aware of the very serious case that is before the
District Court.
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Asl said, | am seeking your guidance, Mr Chairman. The
issue about the amount of investmentsisclearly anissuel can
endeavour to respond to and, if not now, provideinformation
on. But | listened again to what the deputy |eader said for 15
minutes tonight, which was much the same as what she said
last night, so she has already done it. To be fair about this
issue, some very serious claims have been madein the public
arena. An individual who has rights to defend himself has
chosen to take up those rights very vigorously to defend what
he believes to be serious defamations.

The Deputy Leader of the Opposition uses the privilege
of this House to come in here again, as she did last night, to
repeat under parliamentary privilege all those defamations,
when an individual istrying to defend himself against those
serious defamations. That is appalling behaviour from the
Deputy Leader of the Opposition. | believethat it is beneath
contempt: that she should know that if a court action is
ensuing, that someone is trying to defend himself against
what he believes to be defamatory statements, alarge number
of at least 20 to 30, | understand—

Ms Hurley interjecting:

TheHon. R.l. Lucas: Thereisplenty of opportunity. The
deputy leader has had fair game for monthsin relation to this
issue. When the court case is concluded, she will have months
again to use the privilege of this House. But there is a
convention, certainly in the Legislative Council and | would
assume also in the House of Assembly that, if a matter is
before the court, in fairness to al the parties, both defence
and prosecution, members of parliament, particularly senior
members like the Deputy Leader of the Opposition, do not
abuse the sub judice provisions of the chamber and make
those claims under parliamentary privilege and, through that,
obviously, seek to have them reported again, potentially to
influence in some way the carriage of an individual’s
attempted defence on this issue.

After | hear from you, Mr Chairman, as to what you
believe to be the conventions of this chamber in relation to
matterssub judice, | believethat thefirst question isonethat
will not significantly cut across most of the major issues of
contention in the defamation action.

The CHAIRMAN: Thechair isnot aware that the deputy
leader has raised matters that are before the court. As chair,
| am not aware that that is the case as far as sub judice is
concerned. Obviously, the matter of sub judiceis something
that this House takes very serioudly, as is the case with the
other chamber to which the Treasurer has referred.

TheHon. R.l. Lucas: | thank the Chairman for that. On
the understanding that the conventions here are the same as
those in the Legidative Council, | advise the chair that
proceedings have been issued in the District Court and they
canvass al or most of the areas raised by the deputy leader
in her opening 15 to 20 minute salvo in thischamber. Onthe
basis of the advice from the chair that the conventions on the
sub judice rule in this chamber are the same as those in the
Legidlative Council, in relation to questions that | believe to
be before the courts at the moment, given that | am avisitor
or a guest in this chamber, | will observe the sub judice
convention of this chamber.

In her question relating to investment, as| understand it,
the member referred to figures contained in two previous
reports, namely, 1997-98 and 1998-99. | do not have those
figures with me. We are here to talk about the 2000-01
budget, which iswhat is before us for discussion at present.
| ask the member to refer to the budget document and theline
on which she bases her question.

MsHURLEY: | am asking ageneral question about the
annual reports of the Department of Industry and Trade. | was
asking about previous, total budget figures. If the minister
cannot answer it, | am quite happy to take it on notice.

TheHon. R.l. Lucas: | understand that the 2000-01
budget documents are before this committee, which iswhat
the estimates committees are about. | am not sure whether the
deputy leader understands estimates committees. Estimates
committees are about the budget documents for 2000-01. |f
shewantsto go for awander through the annua report for the
department from 1998-99 it should not surprise her that | do
not have that report with me, for the following reasons: (a)
| was not the minister; (b) itisthree years ago; and (c) if she
wants to ask those sorts of questions there are other forums,
in particular, question time or questions on notice, through
which she can put those questions. | am surprised that the
deputy leader does not understand the proceedings of the
estimates committees and asks a question that appearsto be
out of order.

MsHURLEY: | refer to output class3, page4.8 of
industry development, and | repeat my question. | understand
perfectly how estimates work and, if the minister does not
have the information (and | understand why he may not), | am
prepared to take it on notice.

TheHon. R.I. Lucas. We do not have the annual report
for 1998-99. If the honourable member wants to ask me
guestions about what this estimates committee is about—

MsHURLEY: If the minister does not know and he
cannot be advised about the investment attracted by the
Department of Industry and Trade, which is a pretty core
function of that department, | am quite prepared to take that
on notice.

Mr LEWIS: You mean you want the minister to take it
on notice?

MsHURLEY: Yes.

TheHon. R.l. Lucas. Thedeputy leader can take that on
notice; we would all agree with that. | am not sure that she
knows what she is saying: she is a bit flustered at the
moment. | can talk about what is before the committee at the
moment, and that isthe year 2000-01 budget documents, and
there are references in those documents to the performance
of 1999-2000, to which | can refer. However, | do not have,
nor should | be expected to have, three and four year old
departmental reports, because they are not before the
committee. It isout of order. If the member wantsto do abit
of research, she can do so.

In relation to investment activity for 1999-2000, for the
period from 1 July 1999 to 30 April 2000 | am advised that
InvestSA has assisted 41 companies. It is expected that
approximately 1095 direct jobs will be saved and 2 043
direct jobs will be created. The estimate is that some 3 438
total direct jobsand afurther 3 223 indirect jobs are expected
to result, making the total employment impact estimated to
be approximately 6 661. Capital investment of $219.6 million
is expected to result. Additional gross state product is
estimated in present value terms at $1 742.2 million, and
additional state taxation revenue in net present value terms
is estimated to be $104.5 million.

That is a 10-month period, rather than a full 12 months.,
In the annua report of DIT, we will report on the full
12-month figures from July to June. Previous performances
appear in the annual reports for previous years and, for the
reasons that | have indicated, | do not have them before me
at the moment.
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Member ship:
Mr Scalzi substituted for Mr Meier.

MsHURLEY: | can quite understand that the minister is
new to this portfolio and has been dropped into this situation,
so hewantsto avoid any suggestion that heis associated with
the history of this department. He has developed an interest-
ing way of trying to avoid these questions. The Premier
avoided them simply but by not answering them; this minister
is trying to think of rather more creative ways to avoid the
question, and | suppose that | admire him for that. My
questions are all about protocols of the department and
budget arrangements, and | will continue on that line. What
protocols are in place and exactly how do they work in
directly avoiding any conflict of interest between Mr Cam-
bridge and Mr Tay Joo Soon; between Mr Cambridgein his
role with New Toyo and the government; and between
Mr Tay in hisrole with New Toyo and the government; and
So on?

TheHon. R.I. Lucas. Mr Chairman, based on your
advice in relation to sub judice, it is clear that a number of
those issues traverse the defamation action in the District
Court at the moment, and it would not be fair for me or the
deputy leader to continue to speculate in this area. The
individuals should be able to have their day in court. One way
or another, there should be a victor, although that is not
aways possible in the courts system, and then the deputy
leader will have her day in parliament again when she can
smear anyone she likes under whatever guidelines she
chooses to use in terms of her own approach to things. It is
only fair to allow people to have their day in court and, if they
have all eged a serious defamation, they should be entitled to
defend themselves without being smeared repeatedly by the
Deputy Leader of the Opposition.

MsHURLEY: | object to that interpretation of my
question. | merely asked what government protocols are in
place. It has no relationship to any defamation action, about
which | have no knowledge, in the District Court. | have
asked what protocols are in place in government to avoid
conflict of interest within the minister's own department. |
ask only in generdl terms, and | gave the example of Mr Cam-
bridge and Mr Tay Joo Soon because it appearsthat thereis
aconflict of interest. What government policies and protocols
arein placeto avoid that conflict of interest? | do not accept
that it breaches the sub judicerule.

TheHon. R.l. Lucas: The member identified a particular
alegation that she is making, and continues to make, in
defiance of the sub judice conventions of this chamber, as
have been described, and | do not believe it is fair. If the
member wants a copy of the guidelines, the legidlation or the
regulations, | am happy to take that on notice and provide it
to her in relation to the general provisions that apply. That
was not the question that she asked. |f she wantsto actually
recraft her questions, and actually think on her feet rather
than read out everything that has been given to her—and that
might not be possible for the Deputy Leader, given that
everything iswritten for her—if she can do that without going
tothegallery and having it rewritten, | am happy to continue
to try to respond.

MsHURLEY: Apart from insulting me, the minister has
given no answer. | want an answer as to what government
protocols arein place.

TheHon.R.l.Lucas. That was not the member's
question. If the member is going to ask a question about
general—

MsHURLEY: What protocolsarein place; exactly how
do they work; and is there a conflict of interest?

TheHon. R.I. Lucas. If the member is asking for a
general description of the protocols—

Ms Hurley interjecting:

The CHAIRMAN: Order!

TheHon. R.I. Lucas; —rather than, as Hansard will
record, a further insinuation and alegation in relation to
conflict of interest issues, which are the subject of court
actions at the moment, then in terms of the general question
| am happy to produce to the member, and provide to the
chair and committee, al the legidation, regulations and
guidelines that apply to public sector officers. | cannot
imagine that the Department of Industry and Trade has
anything different from any other department in terms of
guidelines.

MsHURLEY: Why aren’t you following them?

TheHon. R.I. Lucas: Again, themember seeksto make
allegations which are the subject of court action. She can
continue that way if she wants but, based on the explanation
about sub judice conventions in both this chamber and the
other chamber, | will not enter into that debate.

Mr LEWIS: My question is about the Adelaide to Darwin
railway. What can we expect to get for the $150 million we
are spending, in terms of economic benefits and whatever else
may be available to us arising from that investment? | am
seeking information on two fronts. First, onceit is completed,
in terms of any study that Treasury or government has
otherwise undertaken, how will it benefit the economy in
South Australia?n addition, during the process of construc-
tion, what benefit is the government trying to secure for
South Australian businesses?

TheHon. R.I. Lucas: Clearly, the overriding objective
for therailway has been, and will be always, increased export
potential for South Australian companies and businesses
through the Port of Darwin and into the Northern Territory.
Obvioudly, that opens up the market in not only the Northern
Territory to a greater degree but also Asiain particular. In
terms of increasing our global competitiveness, savings in
freight times to major destinations will be an important issue.

Somework is being done at present through the Partners
inRail initiative. | have aninitial description of averagetime
savings which have been done and which will be of interest
to the member for Hammond and others. When that work is
concluded, and if it can be concluded in the next couple of
weeks, | will provide that to the member. In general terms,
if you look at an average time of goods being despatched
currently through Melbourne and around to Asiato destina-
tions such as Tokyo, Singapore and Manila, | think the
numbers | was given were five to six days but in some cases
up to 10 to 15 days. Under the new arrangementsto Darwin
through to the particular destinations, compared with now, the
time savings could be between five and six daysand 10 to 15
days.

The member for Hammond will know, as a result of his
interest in export and import, that for some goods that may
be a very significant issue. The Premier talks often about
chilled pork as opposed to frozen pork. He has given that as
an example of a time-sensitive good. One of our major
automotive component manufacturers has told me that,
ultimately, if we could deliver time savings of five to 10 to
12 days to some of these destinations, they would be
interested in having a good hard look at freighting.

Mr Lewisinterjecting:
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TheHon. R.l. Lucas: Certainly the pigs, and in relation
to the automotive components their view was that if the
railway can deliver those average time savings they would be
interested in usingit. Increasingly, in the automotive industry
and anumber of other areas, theissue of being ableto get to
market quickly isimportant. Sometimes people might want
components for motor vehicle manufacture. If they have a
choice of someone on their doorstep or someone who takes
three weeksto deliver the components, al other things being
equal, they will take the one that is closer to get the product
as quickly as possible.

Someinitial work has been done which indicates that we
could lower the costs of South Australian goods and increase
South Australia’s market share of 8 per cent annual growth
in the Northern Territory. That is the other potential benefit
inrelation to the railway aswell. If thereisfurther informa-
tion in terms of the average reduction in time lines to some
of the major destinationsin Asia, | will provide that by way
of afurther answer to the member’s question.

Mr LEWIS: To get to the mesat of it, without being funny,
and as a supplementary to the question | first asked, has an
economic benefit study been done quantifying what the
expected annual benefits to the South Australian economy
will be oncethe railway line has been completed? If it has not
been done, when isit likely to be done? | am sure everyone
can see that there will be benefits in it, but we ought to
quantify them, not for any other reason than it enables the
public to see what a sound investment it is—or not for that
matter.

TheHon. R.I. Lucas: The member is obviously correct
in his assertion that if you intend to spend this amount of
money you would want to do some cost benefit studies. | am
assured that two studies have been done, one by Access
Economics and another one. In relation to future presenta-
tions to the Public Works Committee that industry and
trade—

Mr Lewisinterjecting:

TheHon. R.I. Lucas: There is updated work because
these are dated. Updated work is being done in relation to
recent information. It is the department’s full intention to
provide updated information in terms of the cost benefits of
such asignificant sum of money. We are putting in $150 mil-
lion over aperiod of time. It isavery significant investment
from the people of South Australiato amgjor infrastructure
project.

In the briefing before me—as| said, thisisbeing updated
for the Public Works Committee presentation—one of the
previous studiesindicated that the total estimated benefit for
South Australiais expected to be between $250 million and
$600 million. That isavery broad parameter, obviously.

Mr LEWIS: Isthat net present value?

TheHon. R.l. Lucas: Yes, and that isbeing updated. The
member, wearing his other hat as chair of public works, will
be provided with updated information to explain the reason
why we are heading down this particular path.

Mr LEWIS: The other part of the question was: what
strategy do we have in place to secure benefits for South
Australian businessesthat could beinvolved in the construc-
tion phase?

TheHon. R.I. Lucas: In the construction phase?

Mr LEWIS: Yes; have we a strategy in place to enable
usto get our businesses to be sharp in their pencilling to get
some of that work? If we spend the money in foreign
policy—and thisis what it amounts to—you do not usually
givethe aid unless you are going to get the jobs.

TheHon. R.I. Lucas. The Partners in Rail project has
been established exactly for that reason. | think the Premier
is using afigure of some 660 companies which have regis-
tered interest, ranging from steel and concrete (being the
bigger sections of the potential contract) right through to, |
am told, an aromatherapist who has registered a business
interest.

Clearly, ahuge range of business opportunities exist in the
construction stage. The successful consortium said that 70 per
cent of the total value of work would come from South
Australiaand the Northern Territory. We are obviously doing
all we can through Partnersin Rail to ensure that we get the
lion's share—and | say that quietly so that the Northern
Territory does not hear, but | am sure that it has the same
view—of the 70 per cent of work that has been promised by
the successful consortium.

One example was given to me when | visited Partnersin
Rail the other day. That organisation highlighted to me that
2 000 construction workerswill be employed on this project
and, on average, they will consume 10 litres or 10 bottles of
water per day. The bottled water companies in South
Australia are salivating at the prospect of getting a contract
for X bottles of water for 2 000 peoplefor X monthsinterms
of the construction. Peoplelook at the BHPs and the Adelaide
Brightons and say, ‘ Thisisahuge issue for those companies’,
and they might have half achuckle about an aromatherapist,
although | am sure that if he or she reads this | will have to
apologise later. A range of small businesseswill beinvolved,
such as bottled water manufacturers and suppliers and others
who potentially could see a very significant boost to their
business in this period as we head through the construction
stage.

Mr LEWIS: The aromatherapist could massage the
midges and mosquitoes out of the sleeping quarters.

The CHAIRMAN: Order!

TheHon. R.lI. Lucas. All things are possible, and
potential contracts are limited only by one's imagination. |
am also advised that the team has conducted a series of
regional briefings. Whilst the project work is to be 70 per
cent South Australia-Northern Territory, it isimportant that
not just Adelai de-based companies become aware of it. The
Partnersin Rail team has been briefing local businesses and
industries in the Spencer Gulf area and a range of other
regional areas. Whilst obviously it cannot commit work to
anyone, the team is saying, ‘ You need to be thinking, either
by yourselves or with someone else, about whether you might
be able to get a piece of the action in terms of this massive
construction project.

Mr LEWIS: | refer to budget paper 4 (my favourite
budget paper), volume 1, * Output class 2'. Many announce-
ments have been made and many of those have just been
summarised by the Treasurer, but what is the status at the
present time? We are running up against the anticipated
completion date pretty fast now, but there has been no
definitive announcement about when work can commence.
As | understand it, it would be desirable for the project to
have at |east come before the Public Works Committee, not
because the Public Works Committee will necessarily find
anything wrong but therole of the Public Works Committee,
as you would know, Mr Chairman, isto ensure that the public
can be satisfied that their interests are protected and that there
is nothing wrong. Where are we up to? What is the progress
report? How isit progressing?

TheHon. R.l. Lucas. | am advised that real progresshas
been made; | am pleased to hear that. At the moment we have
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teams of lawyers from both sides belting each other into
submission. Contract close is now anticipated to be July
2000. | am an extraordinarily cautious person. That is the
latest advice. | am not guaranteeing that, based on my own
home mortgage, or whatever else, but that isthe latest advice.
There is, | am told, a much smaller number of remaining
issues to be resolved between the teams of lawyers, but they
remain to be resolved. The latest estimate is July 2000. We
are hopeful that that will be the case.

If contract close is July 2000, construction is expected
about two months later—September. Between contractual
close and construction commencing—and obvioudy thereis
afinancial close and the Public Works Committee must also
be considered—a variety of other critical issueswill need to
be completed within arelatively flexible time line. If those
time lines are kept, mid-2003 would be when the railway will
commence operation.

MsHURLEY: | would like to clarify one point, given
that the minister is refusing to answer questionson the basis
of adefamation action which renders them sub judice. As|
said previoudly, | have no knowledge of any defamation
action, contrary to what the minister did say. Could some
proof be provided to the committee that this defamation
action isin fact now before the court?

TheHon. R.I. Lucas: | am happy to provideit. | do not
have copies of the court proceedings. | presume they are
before the court. We can provide proof and evidence of that
but I am not in a position to provide that tonight. It would be
ahit foolish of meto sit before you tonight and say, based on
the advice | have been given, that proceedings have com-
menced if that is not the case.

TheCHAIRMAN: | indicatethat, as| said earlier, | have
no knowledge of the matter being before the court. | am
relying on the Treasurer to advise the committee that that is
the case. If that is the case, then the deputy leader would be
aware of theruling, asfar assub judiceis concerned, in this
chamber. Aschair, | must rely on the advice of the Treasurer.

MsHURLEY: Perhaps then the Treasurer could advise
when the court case commenced—what date?

TheHon. R.l. Lucas: Proceedings have beenissued. | do
not have that information before me at the moment. There has
not been a hearing yet, but | am advised that proceedings
have commenced.

MsHURLEY: Perhaps Mr Cambridge, if heisinvolved,
could advise when the court case opened?

TheHon. R.I. Lucas. Proceedings have commenced.

MsHURLEY: When?

TheHon. R.I. Lucas. They have dready commenced. My
advice, which | have conveyed to the Chairman of the
committee, isthat the proceedings have commenced. All the
documents have been issued and whatever elseis necessary
inlegal terms has been done. | am acting on the advice | have
seen from Crown Law in terms of a sub judice matter. The
Solicitor-Genera’s advice in relation to a number of previous
cases has been that, once proceedings have commenced, sub
judice rulings of the parliament come into operation.

MsHURLEY: | find it difficult to believe that the
minister is so certain about the commencement of proceed-
ings yet is not able to give me an approximate date.

TheHon. R.I. Lucas. | am happy to try to get that
information and place it on the record. In relation to these
issues one should err on the side of caution. That isthe advice
I have been given. | can only pass on that advice. The chief
executive has passed me a note. His lawyer indicates that
proceedings have been issued on behalf of Mr John Cam-

bridge in the District Court of Adelaide. On this basis the
matter isbeforethe court. It isappropriate for mattersin this
context to be sub judice. That is advice from alegal adviser
to Mr Cambridge who is taking the action. It is up to us to
interpret ‘sub judice’. The chair has indicated the normal
conventions in this chamber, which are the same as in the
other chamber. | am aguest in this chamber and | will abide
by itsrules.

MsHURLEY: Mr Chairman, | ask you to reconsider your
ruling. This committee has privilege. Theseissues have been
aired in this House before and indeed outside this House. |
have certainly issued a number of press releases on this
matter outside the House. | have asked a number of questions
in this House about these issues. Mr Chairman, | ask you to
rule, perhaps, question by question. | do not believe that my
questions would cause a difficulty.

The CHAIRMAN: The chair can only repeat what it has
aready said. The Deputy Leader would be aware of the ruling
in this chamber that relates to sub judice. If the chair is
advised by aminister of the Crown that amatter is before the
court, then | must abide by that ruling.

MsHURLEY: | will ask my questionsone at atime and
we will see how we go. Can the minister explain how a
conflict of interest does not occur, given the fact that the
South Australiagovernment pays Mr Tay's private company,
Asia Co., for the rent of our state's Singapore and Kuala
Lumpur trade offices which are based inside Asia Co.'s
premises and pays al the Singapore office expenses,
including travel, marketing transport, and so on, as well as
paying Mr Tay a part-time salary? It appears to me that we
are possibly subsidising Mr Tay Joo Soon'’s private business
interests, and we want you to explain to uswhat checks and
balances are in place that proves that this does not occur.

M ember ship:
Mr De Laine substituted for Mr Wright.

TheHon.R.l. Lucas; | am advised that funds are
forwarded to the overseas representative officers on a
quarterly basisin advance, based on agreed budgets and cash
flows at the beginning of each financial year. Each represen-
tative office then provides a financial report to the Depart-
ment of Industry and Trade on amonthly basis. | am further
advised that the department has al so engaged accounting firm
Deloitte Touche Tohmatsu to provide an audit service to the
department for al the overseas officers on an annual basis.
The audit brief is agreed each year with the department’s
financial controller. The audit programisundertaken in each
representative office by Deloitte staff based in its network of
oversess offices, and a detailed report is provided. These
reports areincorporated into the annual financial statements
of the department which are audited by the Auditor-Genera’s
Department. We would need to take advice on this matter and
check the records, but the office and the arrangement were
established 15 or 20 years ago under a Labor government.

Ms Hurley interjecting:

TheHon. R.I. Lucas: You say ‘So? It just means that,
if it was established 15 or 20 years ago, wewould liketo find
out who established it and what guidelines were established,
and then we can look at them now. The sneer and the snide
innuendo in the Deputy Leader’s question is in some way
implying that Mr Cambridge or the government is doing
something improper or inappropriatein relation to thisissue.
All | am saying isthat | am advised that a number of these
issuesinvolving the arrangements—and | am not saying all—
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were established 15 or 20 years ago, possibly under a L abor
government.

The independent audit undertaken by Deloittes which |
have aready mentioned was established under this govern-
ment. In preparing a further response to this question, | will
have checked what auditing arrangements the Labor govern-
ment had in place prior to the auditing arrangementsthat the
Liberal government has established through Deloittes and
others for the overseas trade offices. My advice is that this
does not cut across the defamation actions. | will take further
advice over and above what | have been able to provide this
evening and provide amore detailed responseinto thisissue
and its history.

MsHURLEY: Mr Cambridge has nominated Herbie's
Travel as being the Singapore trade representatives travel
agent. Indeed, more than $3 000 was paid to Herbie's Travel
last year on Mr Cambridge’s credit card. Can you explain
who Herbie's Travel really is, given that thereis no business
listed anywhere in Singapore under this name and, indeed, no
business has ever been registered in thisnamein Singapore?
Will we be paying this mysterious business any more money
in the future, and for what service?

TheHon. R.l. Lucas: | cannot throw much light on the
matter tonight. | am advised this is the subject of an FOI
application to which the department will have to respond next
month or some time in the near future. | do not have any
information before me on the company about which the
Deputy Leader of the Opposition isasking me. | will takethe
question on notice and see what information | can provide.

TheHon. G.A. INGERSON: How is the South Aust-
ralian Centre for Manufacturing assisting companies in the
e-business area?

TheHon.R.l.Lucas: | am advised that SACFM
undertook asurvey of manufacturersin terms of areas of need
and that e-commerce, in particular business to business
e-commerce, was an area that manufacturers identified
to SACFM as an important area of need. As members will
know, e-commerce is obviously growing rapidly. It is a
technology that our manufacturers will need to embrace
effectively, given that clearly it will be a precondition of
doing businesswith major buyers and suppliersin the future.
If you want to be part of the massive restructure that is
happening globally in automotive business, e-commerce will
be an important part of being able to compete successfully in
the future. From a recent visit to a South Australian based
manufacturing firm, | know that it has invested a significant
sum of money in e-commerce in terms of how it links with
itsretail outlets and its suppliers. It seesit asinevitable that
only those manufacturing firms in its industry—which is
furniture manufacture—that have that capability will be able
to survive and thrive in the future.

SACFM advises me that the penetration of this technology
in South Australian manufacturing is still limited, predomi-
nantly to the larger companies and often in industries where
major centralised buying exists. SACFM isin the process of
securing in-house resources to advise manufacturers on the
appropriate introduction and utilisation of e-commerce. | am
told that a position has been advertised already and applicant
interviews are under way now; in fact, they are at the short
list stage. SACFM's operational plan for 2000-01 includes
e-business awareness raising forums; company surveys of
e-business awareness; and facilitation of the integration of
e-business applications within individual enterprises; and
linking with a range of external resources to introduce
e-commerce systems to manufacturers. Summarising, it is

critical that SACFM, working with manufacturers, helps to
enable e-commerce for our businesses.

TheHon. G.A. INGERSON: What progress has been
made through SACFM in relation to the South Australian
tooling industry?

TheHon. R.I. Lucas: | am told that we have operated a
tooling program conducted out of SACFM since 1994. It has
operated in conjunction with the Tooling Council of the
EEASA (Engineering Employers Association). So far the
tooling program has concentrated on lifting the performance
of tool makers to international levels on issues such as
improved quality assurance, project management, equipment
selection (particularly the introduction of CNC equipment)
and the international benchmark in financial management,
estimating and tendering. The government has supported the
formation of Australian Tooling Services Pty. Ltd., a
company with shareholders representing approximately 75
per cent of local industry capacity to provide marketing and
project management of overseas work. This company, ATS,
will access capability across the whole of the Australian
tooling industry in order to providefull service supply. So far
ATS has signed an MOU with COMAU, theworld's largest
tooling integrator to access local global markets. Asaresult
it has tendered for some $30 million in work since the end of
last year and believesthat approximately $6 million of work
isin the final stages of negotiation.

TheHon. G.A. INGERSON: Could you please outline
what your department has done in assisting the growth back
of thissector and in particular what major projects have been
secured over the last 12 months?

TheHon. R.I. Lucas: Asthe member would know—and
I will not go through al the details of thisin the interest of
getting as many questions up by the opposition as we can
tonight—there has been a huge growth, some of which he
would have had personal involvement within apreviouslife.
We acknowledge his achievements in that area.

Annual growth in this area of the back of the call centre
isstill inthe order of about 20 per cent ayear. Itisarelative-
ly new industry. Seventy five per cent of our call centresin
Australia have all been established in the last five years. So
far we havein South Australiaabout 50 call centres employ-
ing over 6000 staff and this figure in South Australia alone
isgrowing at 20 per cent per annum. The government has a
long term target of about 20 000 jobs in the back of this
industry by the year 2010. We have aready seen, so | am
told, about 3 500 new positionsin the past two years.

One of the huge advantages we have in South Australia
from talking to the call centre peopleisthelow churnratewe
have in relation to employment. One of the big costs to call
centresisthe churn rate, that isthe turn-over of staff because
it isahuge cost in terms of having to retrain new staff each
and every time someone leaves. | am told that our turnover
rate (and there is one here of 1 per cent and another of 2 per
cent) isright down the batting order whereasin Melbourne,
Sydney and Singapore it can be 30 and 40 per cent—a huge
factor in terms of the stability of the industry.

There is the Westpac facility, and members would have
heard of the tremendous success of Ansett and Optus. | will
not go through all the details. However, one | do want to refer
to briefly is the BHP Shared Services Centre. Thisis not a
cal centre; this an operation where about half or a bit over
half are middle and senior level managers many of whom are
earning much more than we members of parliament earn, let
me assure you, with six figure sums and above. Thisis a
skilled industry sector. Thiswill be an opportunity for many
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young South Australian professionals. One of our big
problemsisin relation to jobs for lawyers and accountants,
in particular, and bankers and others necessarily have to go
to big corporate sectors interstate. This will not stop that: |
am not foolish enough to claim that. But it isthefirst sign of
a significant new investment by a magjor company such as
BHP in South Australia.

We are talking about 400 to 500 full-time positions when
itisfully operational at the end of next year. We hope that the
centre will be operational by November of this year. The
functions that will be included are finance; accounting;
payroll; purchasing; financial reporting; supplying; negotia-
tions; transaction of human services; and human resources
activitiesto BHP operationsin Australia and the Asia Pacific
region. Itisone of only two established by BHP worldwide.
It is a tremendous coup to this state and, can | say, without
any fear of being contradicted by anyone, it is atremendous
coup for the Premier, in terms of his personal involvement.
It is a tremendous coup to John Cambridge and a group
within Invest SA headed by Peter Rowland and Kelly
McGloin and agroup of other hardworking officerswho very
rarely ever get the credit and who have to endure all the
smear, the dlime and theinnuendo about the operation of this
department—

There being a disturbance in the Speaker’s gallery:

The CHAIRMAN: Order!

TheHon. R.I. Lucas: | would have thought that people
in the gallery ought to be disciplined. We should not have
childish giggles from the gallery whilst, as a minister, | am
trying to publicly acknowledge—

MsHURLEY: Itisacustom in this chamber that we do
not refer to peoplein the gallery.

TheHon. R.I. Lucas: They should not be giggling.

The CHAIRMAN: Order!

TheHon. R.l. Lucas. | was just trying to place on the
record my thanks, as the new minister, for the hard work of
many officers. Obviously, the Premier and others get their
own credit but there are alot of hardworking officerswithin
this department—within Invest SA—who do not get any
credit and who are never acknowledged. As | said, al they
ever hear is smear, ime and innuendo about their depart-
ment. Astheir new minister, | want to congratul ate them on
avery significant achievement here and in anumber of other
areas where they will work very hard. They will work
assiduoudy for any government—this government and future
governments—and it is important that their achievements,
together with those of the Premier, be acknowledged.

MsHURLEY: Will the minister authorise the spending
on Mr Cambridge’s credit card in future, and will he be
giving the thumbs up to previous spending patterns? For
instance, Mr Cambridge spent more than $9 000 for three
nights at the ChinaWorld Hotel in Beijing in February 1998,
when the deluxe room rate was $305 per night. In histravel
request for approval by the Premier, Mr Cambridge said that
he needed to go to Beijing on this occasion to finalise
arrangementsfor the Premier’svisit to Beijing in early April.
Maybe Mr Cambridge himself can enlighten us asto what he
could spend more than $8 000 on—

The CHAIRMAN: Order! The question should be
addressed to the Treasurer; the deputy leader knows that.

MsHURLEY: Yes, | am sorry, sir. Maybe the minister
can enlighten us asto what Mr Cambridge could spend more
than $8 000 on over and above accommodation in Beijing
over three nights at thishotel. | might add that Mr Cambridge
had been given approval by the Premier for this 20-day trip,

which included Hong Kong, South Korea and Singapore, on
the basis that meals and accommodation for the entire trip
away would amount to an estimated $13 400. But a quick
crosscheck shows that Mr Cambridge spent more than
$16 000 on his government’s credit card and more than
$2 800 in travellers cheques. Can we expect more of thisin
future under the minister, and can the minister explain the
benefits of this extra spending to the South Australian
taxpayer?

TheHon. R.I. Lucas. There are guidelinesthat apply to
public servants—and ministers, for that matter—in terms of
the use of credit cards. It has always been my expectation,
and it will continue to be my expectation, that guidelinesare
followed. | understand (and | will take further advice on it)
that, in one of the examplesto which the member refers, the
chief executive's costs that he picked up on his credit card
were a so costs of other members of the travelling party.
Having previously travelled in delegations, | am aware of
where aminister or an officer who is there with the minister
picks up on his or her credit card the costs at a hotel that
might apply to two or three people.

Ms Hurley interjecting:

TheHon. R.I. Lucas. Now, of course, the honourable
member is starting to divide it amongst a number of people
and she isweakening her case. As| understand it, in at |east
one of those cases that the honourable member is talking
about, that isa partial explanation. In relation to the general
approach on credit cards, Mr Cambridge and the other
executives within my department will be aware of the
guidelines that appertain to the use of credit cards by
government officers. In addition, they are aware of my
general expectation that there should be appropriate usage of
credit cards. That will continue to be my expectation.

| am not in a position, nor would it be sensible, to be
personally authorising each and every use of a credit card
when Mr Cambridge or any other officer is travelling
overseas. Thereisan expectation on senior officersin relation
to the use of credit cards, and those guidelines that exist for
all public sector officerswill apply. | antold that Treasurer’s
Instructions Nos 2, 4, 8 and 12, and perhaps others a so, apply
to anyone’s use of credit cards. So, there are clear under-
standings and expectations in relation to that.

The other general point | make isthat perhapsin future,
as aresult of this, if someone’s credit card has to pick up
three or four bills, it might not be Mr Cambridge's. Everyone
could pick up their own bills, and that will mean less prospect
of these sorts of questions being raised in the parliament.

Inrelation to the last part of the question, the general work
that Mr Cambridge, the trade officers and the other senior
officers of the department do in terms of seeking to attract
investment and facilitate export for South Australian
companieswould certainly be in excess of whatever number
the honourable member is quoting in relation to the total cost
of credit card travel. | am not an inveterate traveller myself,
although since | have had on the el ectricity hat | have had to
travel twicein the past 12 months, but the costs of travel and
the necessary costs of entertainment in terms of doing
business are significant.

It is not uncommon to have to take a group of people to
lunch or dinner, nor isit uncommon, in theinterests of trying
to do deals on behalf of the state, to entertain in areasonable
fashion. | know that the guidelines that appertain to senior
officers envisage those sorts of circumstances. Ultimately,
they are questions for judgment, and my expectations are
clear to Mr Cambridge and to others.
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Mr Cambridge: And be audited.

TheHon. R.I. Lucas: And, as Mr Cambridge indicates,
these are aso audited and are part of the departmental
accounts.

MsHURLEY: It has been noted by the opposition that
Mr Cambridge has often gone out of hisway on hisoverseas
tripsto travel Singapore Airlines. Indeed, between November
1997 and March 1999 he undertook 32 flights with Singapore
Airlines, which included 14 separate visits to Singapore.
What guarantees can the minister give usthat Mr Cambridge
did not undertake any private work for New Toyo Inter-
national while he wasin Singapore at taxpayers’ expense?

TheHon. R.I. Lucas. Whilst there have not been many
so far this evening, my understanding is that thisis an issue
that is subject to the court action as it traverses the ground
which is before the District Court at the moment.

MsHURLEY: | have a point of order. Since | have
already said that | know nothing of this court action, perhaps
the minister could advise us exactly what isthe subject of the
court action so | can be guided in asking my questions.

TheHon. R.l. Lucas: | am not going to repesat the aleged
defamationsin the privilege of the parliament. | do not know
whether the deputy leader thinks I came down in the last
shower, but | will not be used as a dupe by her to repeat
aleged defamations for which the chief executive istaking
action. Good try, but try again.

MsHURLEY: Your ruling, §ir, isthat that question is sub
judice?

The CHAIRMAN: | have already given my ruling on the
matter of sub judice and, unless | can be advised otherwise,
if | am advised that the matter is before the court, the ruling
stands.

MsHURLEY: On 1March last year the Executive
Director of International SA, Mr John Frogley, received from
Mr John Cambridge an application from the Zhong Huan
group for $200 000 in financial assistance to redevelop the
old tax officein King William Street into student accommo-
dation and, within 48 hours, Mr Frogley recommended to the
then CEO that it be approved. $200 000 just happensto bethe
amount of financial assistance that can be granted to com-
panies by the CEO without ministerial approval. However,
despite the recommendations, this money was not granted.
Will the minister say when the decision was made not to
grant assistance to Zhong Huan, by whom and why?

TheHon. R.I. Lucas: | am advised that Mr Cambridge
declared an interest in this matter and appropriately handed
it over to lan Dixon and Mr Frogley, and the decision not to
proceed was taken by the Department of Industry and Trade.

MsHURLEY: By way of supplementary, | asked when
the decision was made, by whom and why.

TheHon. R.I. Lucas: The decision was taken by the
Department of Industry and Trade but when, | do not know.
| presume it was soon after it was recommended.

MsHURLEY: And why?

TheHon. R.I. Lucas. | am not going to put in the public
arena why the decision was taken not to proceed with it.
These sorts of things happen every day of the week. Recom-
mendations are made, they are sometimes agreed and
sometimes disagreed. It is not productive for usto put in the
public arena why we have not agreed. In this case we have
put on the public record much more than we would normally
do and more than | have been advised to do but, because of
the nature of the allegations that are being made by the
deputy leader, | have chosen to indicate more than wewould
normaly. | am not going to put on the record why this

occurred. The smple answer isthat an interest was declared,
arecommendation was made, it was not agreed, so no money
was made. | am told that the date was 7 April.

MsHURLEY: Did MrTay have any involvement
whatsoever in assisting New Toyo to gain a government
assistance package from the South Australian government for
its paper manufacturing plant in Adelaide in 1998?

TheHon. R.I. Lucas. We will need to check the record
on that. My current advice is that it does not cut across the
defamation action so | am happy on that basis to have the
matter checked and will endeavour to provide an answer to
the committee.

MsHURLEY: Can the minister supply the committee
with abreak-down of the costs of each of our overseastrade
offices, dong with their individual performance standards and
list of achievements?

TheHon. R.I. Lucas: The budget for next year is as
follows: Bandung, $85 000; Beijing, $510 000; Hong Kong,
$770 000; Jakarta, $325 000; Jinan, $120 000; KuaaLumpur,
$162 000; Dubai, $400 000; Shanghai, $520 000; Singapore,
$675 000; Tokyo, $1.135 million; and exchange rate and
other contingencies, $136 000. That isatotal of $4.838 mil-
lion. | am advised that it does not include the UK office
because that comes under the Department of Premier and
Cabinet.

MsHURLEY: Do you have alist of achievements?

TheHon.R.l. Lucas. The list of achievements is,
broadly, the list of achievements of the department in terms
of the work that is undertaken. Each office has a business
plan with monthly reporting. At the end of each year their
performance, together with the performance of the depart-
ment, is aggregated into the department’s overall plan. This
comes back to the point | made earlier in that it would be
foolish for any one individual to claim persona credit for
$420 million or $100 million worth of investment. The way
in which the department operates is that it clearly hasto be
ateam job. It isthe work that the trade offices do, the work
that International SA does, that Invest SA does, that the Chief
Executive and other senior executives, the Premier do—and
occasionally even the minister might be of assistance.
Basically, itisateam effort. There may be trade delegations
as well. There is monthly reporting and that is aggregated
annually as part of the overall response.

Mr LEWIS: | ask the Treasurer as Minister for Industry
and Trade to outline the role of the Council for International
Trade and Commerce of South Australia; the nature of the
organisations that belong to it; how the board is structured;
what board membersare paid, if anything; itsrole; and what
it was thought to produce for the benefit of South Australia
for the past 12 months?

TheHon. R.I. Lucas: CITCSA comprises 46 chambers
of commerce, asthe member for Hammond would know, and
is under the wise chairmanship of Nick Begakis. | am told
that all positions are voluntary. The Department for Industry
and Trade does provide funding for staffing and administra-
tive support. The total budget, | am told, is approximately
$500 000 a year. Board members are not paid. The Depart-
ment for Industry and Trade is represented on the board by
John Frogley, and it will continue to be represented. We have
either just signed or are about to sign a new three-year
agreement, which includesatwo-year review to evaluate the
progress. | think it is wise in these areas to continue to
evaluate the achievements and the progress that is made.

| have had a number of discussions with Mr Begakis. As
the honourable member would know, Mr Begakis is a red
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enthusiast in terms of the work of CITCSA. He is actively
pursuing various objectivesin relation to the future devel op-
ment of the council. There has been no agreement yet other
than continuing broadly its existing role. We will continue to
work with Mr Begakis and the council to that end. | should
acknowledge not only Mr Begakis's role but also the very
valuable role played by many people within the various
constituent organisations.

The Premier has publicly acknowledged the work of a
number of the constituent members. | think it is fair to say
that, as with any group of 46, some people are much more
active than others, but the Premier has certainly acknow-
ledged the activity and the work of a number of those
member groups in terms of encouraging export from South
Australia, in particular, to their countries of origin, and also,
on some occasions, encouraging investment from their
countries of origin into South Australia. If all workswell they
can be avery positiveinfluence in terms of our trading with
anumber of other countries.

Mr LEWIS: With reference to economic migration, how
isthe government promoting South Australiato prospective
migrants as a settlement destination, and is the minister
inviting the chambers and business councils that are members
of the Council for International Trade and Commerce SA Inc.
to help promote business migration to South Australiain the
countries or the regionsin which they are established?Isthat
something with which the Treasurer believes CITCSA might
be able to help?

TheHon. R.I. Lucas: | am not surewhat we are doing at
the moment in relation to involvement with CITCSA in this
area. My briefing advice indicates that the department is
doing alot in relation to marketing to prospective migrants
South Australia as a settlement destination. | will certainly
take advice from the department asto what involvement and
interaction we do have with CITCSA in this area to see
whether or not there is some capacity, if it does not already
occur, for some greater involvement with CITCSA. If the
honourable member has some suggestions, | would be
pleased to receive them in terms of how he seesthe constitu-
ent members of CITCSA working with the department in
some of these areas. At this stage | will take the question on
notice and get some further advice. | am prepared to explore
the notion the honourable member has indicated to see
whether or not we can head in this direction.

Mr LEWIS: Before | ask my third question, | say to the
minister that | am pleased about the way in which he has
recognised the efforts of the volunteers who work in those
business councils and who offer their servicesto serve on the
board. As| said at the conclusion of my first question, | have
aninterest. Thisyear, | am President of the Korean Chamber
of Commerce which isamember organisation and in my own
right—not in any way related to my role as a member of
Parliament—was el ected to the board of that council, and the
organisationsthat belong to it are keen to use their knowledge
of the cultures of the countries or regions for which they have
established their organisation to promote the benefits of
buying from South Austraia, trading with South Australia
and using South Australian services such as South Audtraia's
educational facilities, encouraging people to come here as
visitors and tourists—all of which are export activities—as
well as those sales of tangible goods that can be better
facilitated by people who have that cross-cultural knowledge
of how to bring together prospective sellers and prospective
buyersin those prospective markets.

I commend the minister and his predecessors for their
continued support of that organisation in that it enables
people who have the energy and determination to do some-
thing for South Australiawho have come from elsawhere or
who have an empathy with places elsawhere to make that
kind of constructive contribution in that way, through this
inexpensive means. | am not sure but | think last year the total
amount of trade that was facilitated in the great assistance that
is provided by the Department of Industry and Trade's
officersand Mr Cambridge asits head was over $30 million.
To my mind, that isagood way to go. If you can get people
who are volunteersto pitch in and back up what the govern-
ment isaiming to do for the benefit of the state, | reckon that
is not too bad. My question then seeks further information
about that kind of program. How does the government work
with the business enterprise centres? That is to be found in
industry development, budget paper 4, volume 1.

TheHon. R.l. Lucas: | have met with the chair and
executive officer of BECSA and have so far visited one of the
centres, and | hopeto visit another couple in the next month
or so. | am told that we have six business enterprise centres
currently—Magill, Port Adelaide, Hindmarsh, Tea Tree
Gully, Salisbury and Morphett Vale, with asub-office at the
Elizabeth shopping centre of the Salisbury BEC. | am keen
to visit a number of the BECs to get a better understanding
of exactly what they do and how they work with our depart-
ment, in particular the Business Centre and our departmental
officers, and | guessaso to try to understand alittle asto how
they coordinate or link with the work of some councils. |
visited Morphett VVal e, where a significant economic devel op-
ment function is housed within the Onkaparinga council. |
visited there to try to get afeel asto how the development
function for the broader Onkaparinga council linked and
made sure we were not overlapping and duplicating with the
Morphett Vale BEC.

| am certainly encouraged by what | have heard so far but,
aswith most of theseissues, | would liketo seefor myself in
anumber of the areas before forming afinal judgment. My
understanding and the advice | am given is that we work
pretty well with the BECs. We will have to confront some
issues over the next 12 months regarding how we see the
delivery of our services through the business centre type
arrangements, and our relationships either with the individual
BECs or with overarching body, BECSA.

Our traditional role, so | amtold, isthat wetend totry and
contract directly with the service provider, although there are
examples—and they are pretty rare—where that does not
always happen. | have an open mind in terms of where we
head and how we might develop our relationship. Clearly
they arean important part of adelivery of animportant range
of servicesto small businessesin the metropolitan area, and
it would be sensible for Department of Industry and Trade
through its various arms and organs to be working coopera-
tively with not only business enterprise centres but aso
councilsthat might have economic development functionsas
well.

Mr LEWIS; Would the minister bewilling to investigate
facilitating through his office and department, perhapsin the
Convention Centre or Wayville Showgrounds, Centennial
Hall, or some other suitable venue, a showcase of what
CITCSA members have to offer dong with the business
enterprise centres and the industry groups from SAF—from
the automobile industry components manufacturers and the
like? They can all put in adisplay, meet each other and see
how each can hel p the other to find entry to markets any one
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of them may not have imagined existed or, in the case of
CITCSA, toidentify productsthat would bein demand in the
cultures and economies for which they were established and
thereby synergise thewhole of those three separate groups as
though they were three axes—if you want to see it in
graphical or mathematical terms—on a graph, to see how it
dl fillsin together and encourage them through that synergy
to take heart, keep going and do for South Australiawhat they
are aiming to do with even greater efficiency and in the
process provide students of commerce at both secondary and
post-secondary level with the opportunity to take in exactly
what efforts are being made to expand job numbers in the
very real way that isenduring: that is by facilitating exports
from our state's economy.

TheHon. R.I. Lucas: A proposition has been put to the
government for some sort of trade or export centre.

Mr Lewisinterjecting:

TheHon. R.I. Lucas. Yes, | think you have moved on
from that. Certainly from the government’s viewpoint | am
told there have been a number of investigations of that
concept and at this stage there does not appear to be enough
support for a long-term new centre type of concept in that
area. As | understand from what the member said, he may
have moved on from that to a concept where, maybein afair,
or allied with some other occasion, these groups could come
together for a day or two days, or whatever it might be, to
promote their wares—

Mr LEWIS: Andlook at what everyone elseis doing so
that they can help each other.

TheHon. R.I. Lucas. That has not been put to me, but |
am happy to hear any suggestion if the member wants to
expand on it. It clearly would be better if there were some
major convention where we have a significant number of
people here. It may well be through the Exhibition Centre
and, alied with that, a major show at the Wayville Show-
grounds, as the member said, where you have lots of people
coming, anyway, with whom we might be able to work
cooperatively in the way that the member is talking about.

Itisobvioudy agerm of anideaat this stage. The member
may well have worked it up to something further than that.
| have an open mind and am happy to have the matter further
considered by the department to see what opportunitiesthere
might be for that and be prepared to have further discussions
with the member. | thank him for his suggestion.

MsHURLEY: | refer to budget paper 4, page 4.27,
‘Coordination and advice'. It is expected that $2.1 million
will be spent on coordination and advice this year, and the
targets for this year are set out on page 4.5 of budget paper
4. Can the minister advise in detail how the expenditure of
this$2.1 millionisto be divided between the different target
areas nominated on page 4.5?

TheHon. R.l. Lucas: We do not have a breskdown of
that sort of detail. As | indicated earlier in response to a
similar question from the shadow treasurer, | think that there
has been, wittingly or unwittingly, a misunderstanding of the
coordination and advice output class in the Portfolio State-
ments. The question in relation to Treasury and Finance was,
“Why on earth are you spending $18 million,” or something,
‘on coordination and advice? The simple answer is that
virtually everything that the Department of Treasury and
Finance does is, in essence, advice to me as Treasurer or to
the cabinet in relation to budget issues or to the government
generaly in relation to competition policy, and so on. The
wholefunction of central agenciesand part of the function of

other portfolio agenciesisall about providing advice through
the policy section in relation to industry and trade.

Basically, the whole reason for the existence of Treasury
and Finance and Premier and Cabinet is, in essence, coordina-
tion and advice. They are a central agency. | have aseen a
figure being used by someone that, shock, horror, this
government has $100 million worth of coordination and
advice going on. It follows on from, shock, horror, the
government is spending so much on consultants. Thetwo are
linked by some commentators. It is an inaccurate linkage.
Consultancies and their costs are fair game in their own right,
and | have made my own comments in relation to those in
recent days. However, in relation to coordination advice, this
isin essence what, in many cases, public sector agenciesare
therefor. In this case, we would have a section on policy that
provides coordination advice and we would also have other
aress.

MsHURLEY: Canthe Treasurer provide afully itemised
list of al expenditure to be undertaken with respect to this
$2.1 million with a value exceeding $10 0007

TheHon. R.I. Lucas: | know that the shadow treasurer
has asked all shadow ministers to ask this question, so | am
not being critical of the deputy leader for asking the question.
| explained this to the shadow treasurer, and | think he had
aclearer understanding of the impracticality of what he had
asked some of his colleagues to do. We are happy to have a
look at what additional information we can get, but the
question in itself does not make sense and isincapable of a
sensible answer in the context of the way in which it has been
framed, because of the reasons that | have indicated.

We might be able to provide some further breakdown of
theinformation. | am told that one of our units, or divisions,
iscalled palicy and planning: it is most of that. But whereit
gets alittle difficult is that we have a unit in infrastructure
caled Infrastructure SA, and acomponent of that is designat-
ed to the output class of coordination and advice, because that
is what it does, and a component of Infrastructure SA’'s
costings will obviously be attributed to some other output
class in the industry development, because their work is
attributed to industry development. | am plucking afigure out
of the air, and the deputy leader should not take thisasbeing
what it is, but 50 per cent of its time and costs might be
towards industry devel opment; 50 per cent might be to policy
and advice; or it might be 10:90, or something like that. We
will endeavour to see what sensible advice we can giveto the
deputy leader in relation to that matter. However, with respect
to the context and structure of the original question, we are
not able to respond in that way.

MsHURLEY: | turn now to industry restructure, page
4.23, budget paper 4. The government announced a $5 mil-
lion program to help in restructuring of existing industries,
following speculation about the future of Mitsubishi, Mobil,
the closure of Perry Engineering and continuing alarm over
thefuture of the Australian Submarine Corporation, together
with a large demonstration of manufacturing workers last
month.

The Engineering Employers Association has called for
concerted action to save South Australia s heavy engineering
sector. However, page 4.23 suggests that this is funded by
cutting funds to the Industry Development Fund; that the
$5 million program to restructure is caused by a cut to the
Industry Development Fund. Will the minister confirm
whether or not thisis so and that his announcement of the
industry restructure project does not so much represent new



94 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A

15 June 2000

and additional money for industry support but arebadging of
old money?

TheHon. R.l. Lucas. The answer is no. What we have
to work against when in government and putting together
budgets is what is in the forward estimates. As the former
Minister for Industry and Tradewill know, depending onthe
particular programs, the forward estimates can go up and
down. Governments may well have agreed to special one-off
funding for a particular year and then return to the ongoing
agreed forward estimate level for a particular fund.

Our forward estimates are always structured on the basis
of cabinet approvalsfor the particular aress. It does not mean
that because a lump has been approved for one year it is
automatically approved for every year from then on. When
you take on the responsibilities of industry and trade in
addition to Treasury, you have the joys of looking at it from
both sides of the fence, which | am sure has been greeted with
joy by industry and trade.

Speaking with the Treasurer’s hat on, that is the way the
forward estimates are structured, not only in thisbut in other
areas. If you look at the employment programs within
employment and training, for example, some of them are
funded for two years and finish at the end of the second year.
The forward estimates then go back to the previous level of
funding for employment and training.

When we fund a three-year program in aguaculture or
biotechnology, or something like that, at the end of that
period the particular department goes back to its underlying
level of funding. In some cases the cabinet will approve, in
essence, permanent ongoing adjustments to the forward
estimatesfor aparticular agency, so bothissuesare possible.
In relation to industry and trade—and | am very familiar with
this because of my previous hat as Treasurer and now as
minister—it cannot be assumed that the levels of funding in
1998-99 or 1999-2000 were in the forward estimates for
future years, because indeed they were not.

The cabinet had made additional allocationsin particular
years to meet particular requirements. What generaly
happenswith industry and trade isthat the industry devel op-
ment funds are there in terms of a budget. If they are
expended, then the department must go to cabinet and argue
for additional funding for aparticular project or program. If
the cabinet agrees, that is made by way of an additional
allocation to the department through the year to meet that
particular program, incentive package or whatever it might
be.

That is the way it has always been in terms of industry
funding, not only under this government but under others, and
it will always be the way in terms of industry and trade
funding, because governments will always inevitably want
to consider whether or not they are prepared to provide
additional funding to provide additional jobsif aparticularly
atractive package comes along in terms of attracting a
company to South Australia or seeing a particular company
expand the number of jobsin South Australia.

Therefore, in relation to the industry restructure, thisis not
something that was cut out of the forward estimates and then
put into them; this was a net addition to the forward esti-
mates. The Industry Restructure Fund, which initially was
funded for three years at $5 million ayear, is something that
the government has specifically looked at in terms of some
of the massive changes going on in some of our traditional
and important industry areas. The automative industry is a
perfect case in point.

Given thelocation of the honourable member’s el ectorate
and the future development of General Motorsand, for those
who come from the southern suburbs, Mitsubishi, and
potentially in other areas, it isnot just limited necessarily to
automotive. In other areas, such as defence, we are con-
fronted with major issues of rationalisation and restructure
going on.

We are not in a position in South Australia to stop such
changes occurring. At the margin, together with the Aust-
ralian government, we might be able to influence them a bit
but, inevitably, if we try to keep everything exactly asit is
today intheyear 2000, we will not succeed. We need to look
at where these changes are occurring and we need to see how
we can assist those companies and industries not only to
survive but to thrive in whatever the new shape and structure
theindustry sector might take. As| said, the automotive and
defence industries are perfect examples of industry sectors
that are undergoing massive structural change, and they are
important to South Australiaand we need the capacity to be
able to help not just those companies but the thousands of
South Australian working class families who rely for their
security and employment on those companies.

Although my colleague from the upper house, Mr Croth-
ers, has been attacked roundly, he was driven exactly by this
need when he was arguing during debate on the electricity
privatisation that this government ought to be looking at what
it could do for working class South Australian families. He
was prepared to stand up and fight for them. Sadly, the Labor
Party, the Democrats and others were not prepared to stand
up for South Australian working class families and to alow
some of the benefits of the ectricity privatisation to be used
to assist families working in those companiesto ensure some
sort of ongoing job security. Whereit isnot possible, we must
consider retraining for those workersto move into new jobs.
Given that decision, we needed to look elsewhere and we
have allocated additional funding over and above the forward
estimates to meet what we see as a very important need.

TheHon. G.A. INGERSON: Often we in this chamber
hear the argument put that very few local firmshaveany role
to play in the department’s investment attraction program.
Will the minister advise the committee how we support local
firms and to what extent?

TheHon. R.I. Lucas: Based on his past experience, the
member broadly knows the answer to this question. It is
important to say that itisdifficult to classify firmsinto local,
interstate and overseas increasingly these days because a
company such as Sola, for example, which started in
Adelaide, is now controlled overseas and has significant
operations overseas. It is becoming increasingly difficult to
define what is local, interstate and overseas.

Bearing that in mind, during the period July 1997 to April
2000, investment commitments negotiated by the Department
of Industry and Trade involved 172 companies. Of the
172 companies assisted, 92 were defined aslocal and 39 had
local operations. A total of 131 companies or 76 per cent of
all companieswere either local companies under the defini-
tion or had significant local operations in South Australia.
The capital expenditure generated from companies based in
South Australiawas $530 million or 72 per cent of the total
investment committed of $730 million during the three-year
period. | am told that that isthe estimate just for the InvestSA
division. It does not include the activity of SACFM, the
Business Centre and regional development boards. By their
very nature, it would be fair to say that a much higher
percentage of the work of SACFM, the Business Centre and
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the devel opment boards would be with local companies. The
section which does the most work interstate and interna-
tionally would obviously be Invest SA. | think if you added
in some sort of estimate of al the assistance in those areas,
the numbers would probably be even higher again in terms
of that percentage.

TheHon. G.A. INGERSON: We are aware of the
benefits of opening an officein Shanghai. Could the minister
advise the committee of the advantages of opening in Beijing
and dealing more directly with the People’s Republic of
China?

TheHon. R.l. Lucas. Theincreasingly important role of
the People’s Republic of China, we are told, will be re-
inforced by its pending ascension to WTO. Together with a
bilateral agreement recently executed between the common-
wealth and the People’s Republic of China, thiswill present
many opportunitiesto expand our relationship between South
Australia and the People’s Republic of China. There will
therefore be significant opportunities for South Australian
companies and businesses. Obviously, members will be
aware that Beijing is the capital of the People’s Republic of
China. Itisthe political, economic and cultural centre of one
of thelargest regions of industry, finance and trade. For those
obvious reasons, the department has advised the Premier and
the government that this particular office should be located
in Beijing.

We were told earlier this week that it is one of the three
costliest placesin the world in which to live. That was news
to me, but it is afair indication of the activity that goes on
within Beijing and theimportance of Beijing, aswell. There
will be a lot more work and a lot more activity, we hope,
between industry and trade and South Australian businesses
through our Beijing office. | am told it also managesthe Jinan
office.

TheHon. G.A. INGERSON: A significant amount of
funds have been alocated to the Regiona Development
Infrastructure Fund. Could you advise the committee how
that isworking; what sort of result it is currently getting; and
any future projections you might see for the fund?

TheHon. R.I.Lucas. The Regiona Development
Infrastructure Fund was one of the key recommendations of
the Regional Development Task Force, in which the member
for Hammond and others have been involved with their
consultations and other processes. | was pleased as Treasurer
to support the previous minister’s contention that we should
establish the Regional Development Infrastructure Fund.
Originally, the government put in $4.5 million for each of
three or four years. The government in this year’s budget has
actually increased that number by another $1 million. So,
thereis now an allocation of $5.5 million for each of the next
three years. We are therefore talking about a significant sum
of money now—$16.5 million over the next three years—
together with what | think will beasmall unexpended portion
from this year.

It has taken us about six months, | think, to get some of
the processes up and going smoothly. | must confess that |
have been part of theimpediment: | am sure my officershere
will smile knowingly. There were some process changes that
| wanted to see, some of which we are still working on, some
of which we have achieved and others of which we are just
about to achieve in terms of how this process will work.
There is certainly an absolute commitment from both
Minister Kerin and me to work together cooperatively and,
now that we have established the processes, to try to shorten
thetimelines after there has been consideration, if they do go

to a panel—as most of them will—for consideration by both
the minister and me.

Importantly, in this area, as with the whole industry
development area, there is arole for the state devel opment
committee of cabinet, which ischaired by the Premier. Again,
wearing my hat as Treasurer, it is something that | strongly
support. We in the government, through regional develop-
ment, tourism, industry and trade, information economy and
the Premier and state development, needed a vehicle for
greater coordination of what we did in terms of industry
attraction. The state devel opment cabinet committee provides
us with the framework for that to occur.

We need to ensure that those processes do not unneces-
sarily inhibit decision making within the department. It has
that capacity if we do not do it sensibly. But there is a
commitment from the Premier and from other ministersto try
to tidy up that processto ensure the obvious benefits of being
ableto coordinate investment attraction funding right across
some of the key agencies so that we can decide which
projects have the best bang for the buck. We can then make
some judgments about which project has the most value
added and from where the greatest number of jobs might
come.

Mr Lewisinterjecting:

TheHon. R.I. Lucas. Yes, a number of people: David
Litchfield, Rob De Marco and a number of people working
in the regiona infrastructure development area, as well as
people from other areas. The structure is almost there. It is
now a question of making it work. We are seeing the early
signs of that. At this stage we have received approximately
14 applications. A number of those applications have a ready
been approved and a number await approval. One decision,
whenitisresolvedinrelation to clawing back ETSA rebates
(which is a particular bias of mine), will mean that we can
free up another six approvals.

Early estimates indicate that, with the small number of
applications that have been approved, approximately 1 200
full and part-time jobs have aready been created. It will
move into full swing at the start of this financial year.

MsHURLEY: | accept that the funding for the industry
restructure project happensto be the same amount of money
as the cut in funds to the Industry Development Fund. |
certainly hope that the Treasurer’s rather downbesat assess-
ment of the future of heavy manufacturing is more conserva
tivethanrealistic. Given that the position of the Port Stanvac
Refinery has now been made more precarious as a result of
the Treasurer’s colleague Senator Nick Minchin’'s decision
to make refinery mergers easier, what discussions has the
Treasurer had with the federal industry minister, Nick
Minchin, in respect of securing the 400 jobs at the refinery?

TheHon. R.I. Lucas: | have had a personal discussion
with the minister. This is one issue the Premier may have
raised in anumber of discussionswith the minister. He may
well have traversed this particular ground in addition to a
number of the other i ssues he has been taking up with Senator
Minchin in recent times, not only in this area but in other
areas. | will need to take advice from the Premier to confirm
that. Our major focus has been not with Senator Minchinin
thisareabut more particularly to ensure the ongoing viability
of Mobil in the current environment.

Again, | think thereality isthat you can endeavour to put
up your hand King Canute like and stop some of these
national and international changes and restructuring, but the
reality is that in some areas—and | will not comment
specifically here—that is almost impossible. We must try to
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ensure that we can remain competitive. A number of areas
have been identified, such as rates charged by the local
council of over $1 million—the second highest of all
comparativerefineriesin Australia. It isthat sort of compara-
tive cost disadvantage which makesit difficult for refineries
such as Mobil.

There are other areas in which we believe the state
government might be ableto assist. | met aweek ago with the
newly elected mayor and chief executive. | met last week
with the chief executive of Mabil. | am hoping that, through

those discussions, we might be able to encourage some
grounds for agreement between the council and Mobil—if
not, then this parliament ultimately will have to make some
decisions in relation to possible changes to the indenture.

The CHAIRMAN: | declare the examination of the vote
completed.

ADJOURNMENT

At 10 p.m. the committee adjourned until Tuesday 20 June
at11am.



