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question to conclude a line of questioning, but | suggest that
HOUSE OF ASSEMBLY any supplementary question will be the exception rather than

the rule. Subject to the convenience of the committee, a

Thursday 21 June 2001 member who is outside the committee and who desires to ask
a question will be permitted to do so once the line of ques-
ESTIMATES COMMITTEE A tioning on an item has been exhausted by the committee.
. . Therefore, an indication to the chair in advance from the
Acting Chairman: member outside the committee wishing to ask a question is
Mr I.H. Venning necessary.
Members: Questions must be based on lines of expenditure as

revealed in the estimates statement, and reference may be

m: Eg Eglrédous made to other documents, including the Portfolio Statements.
Mr. T' K.outsa%/tonis Members must identify the page number of the program in
Mr. E-J Meier the relevant financial papers from which their question is

Ms. M.G. Thompson derived. | _emphasise ffhat for the convenience of everyone on
Mr .M R .WiIIiams the committee. Questions not asked at the end_of the day may
s be placed on the next day’s House of Asseniiijice Paper.
The Committee met at 11 a.m. I rem_ind the Treasurer that there is no for_mal facility for
the tabling of documents before the committee. However,
documents can be supplied to the chair for distribution to the
committee. The incorporation of material Hansard is
. permitted on the same basis as applies in the House of
Department of Treasury and Finance, $30 734 000  agsembly, that is, that it is purely statistical and limited to
Administered Items for Department of Treasury and Fi- one page in length. All questions are to be directed to the
nance, $899 814 000 Treasurer, not to the Treasurer’s advisers. The Treasurer may
refer questions to the adviser for response if he so wishes. |

Witness: ; i
The Hon. R.I. Lucas, Treasurer, Minister for Industry andalso ad"'s‘? that for the purpose .Of the committee some
Trade. freedom will be allowed for television coverage—and |
understand that that has been utilised already—»by allowing
Departmental Advisers: a short period of filming from the northern gallery.
Mr J. Wright, Under Treasurer, Department of Treasury | declare open for examination the proposed payments for
and Finance. the Department of Treasury and Finance and Administered
Mr J. Hill, Deputy Under Treasurer. Items for Department of Treasury and Finance. | call on the
Mr R. Schwarz, Acting Deputy Under Treasurer. minister to make a statement if he wishes.
Mr P. Duldig, General Manager, Finance. TheHon. R.I. LUCAS: In the interests of maximising the
Mr J. Nothdurft, Director, Information Management.  opportunity for the opposition to get in as many incisive
Mr R. Emery, Director, Financial Services. guestions as they have done in recent years, | do not intend
Ms S. Lees, Director, Fiscal Strategy. to delay the proceedings of the committee by making an
Ms K. Moore, Director, Revenue. opening statement, other than to say that we are obviously

Mr C. Moore, Senior Coordinator, Strategic Managementhopeful that, in relation to one particular issue, opposition
members will use this opportunity when they have up to 15

The ACTING CHAIRMAN: | think most of us under- minutes to address the committee to identify in these
stand that the estimates committee is a relatively informatiocuments the hundreds of millions of dollars the government
procedure but we need to run through a few of the rules. Aspends on consultancies. We look forward to Mr Foley—or
has always been the case, the committee will determine air Rann, if he is here later—identifying where these
approximate time for consideration of proposed payments thundreds of millions of dollars a year are being spent on
facilitate change of departmental officers at the appropriateonsultants.
times. | ask the Treasurer and, | presume, the member for The ACTING CHAIRMAN: | call on the lead speaker
Hart whether they have agreed on a timetable for today’¢or the opposition, who in this instance is the member for
proceedings and, if they have, if they could intimate that aHart, to make a statement if he wishes.
little later. Changes to the composition of the committee will  Mr FOLEY: | appreciate the Treasurer’s not wanting to
be notified to the committee as they occur. Members shoulghake an opening statement—unlike his colleague the
ensure that they have provided the chair with a completeMlinister for Tourism earlier this week and countless other
request to be discharged form at the appropriate time. If theinisters who are so insecure in their job that they have to
Treasurer undertakes to supply information at a later date, §oak up at least 15 minutes of committee time by making an
must be in a form suitable for insertion ansard and two  opening statement. Welcome to the House of Assembly,
copies submitted to the Clerk of the House of Assembly navir Treasurer. We get so few opportunities to go head to
later than Friday, 6 July. head. | know that you are a very good performer in the

| propose to allow the Treasurer and the member for Hart egislative Council and | know that from time to time you
to make an opening statement, if they so desire, of aboweem to be besotted by me. | often rétmhsard of the upper
10 minutes but no longer than 15 minutes. There will be @ouse and | am sure that you mention me at least twice every
flexible approach to giving the call for asking questions baseguestion time. You are obsessed with me. You must be very
on about three questions per member on alternating sidegorried today. | think you have about half of the Department
Members may also be allowed to ask a brief supplementaryf Treasury and Finance with you today. | did not realise that
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| was causing you such stress and concern that you woulo Henley Select, a major house builder in Australia, is
have to have 50 per cent of the department here. | am naidvertising it. Not to be outdone, another major house
quite sure that that is a productive use of the important timéuilder, Pioneer Constructions, also advertises:

of our Treasury officers. Nevertheless, if the Treasurer feels with a Divine Pioneer 100 per cent home loan, you pay no
insecure, | can understand the need to have so many peoplieposit, no legals and the $14 000 government grant is not used as

| am not quite sure what the Treasurer meant by hid"€ deposit. Itis clearly yours to use as you will.
opening remark. | thought questions normally came from th&oes the administration of our scheme in South Australia
opposition. | was only thinking just the other day that this isallow what | have just outlined to occur?
my 15th year of attending estimates committees, seven years The Hon. R.I. LUCAS: We will need to take advice on
as an adviser and eight years as a member of parliament. THiat. If the honourable member can provide the details via
other night I indicated that, should | be in opposition this time€ither Senator Buckland or his office of the individual who
next year, | intend to take leave of absence for the two weekgPent the money on a poker machine debt or investment, we

of the estimates committee process! It is a questionable ugdviously will be prepared to take up the issue. The Commis-
of all our time, but never mind. sioner for Taxation has advised me, as the honourable

| want to open by moving straight into the department of "ember has rightly pointed out, that this is a federal
state taxation or Revenue SA. As the Treasurer would b80Vernment scheme, and there is an intergovernmental
aware, Revenue SA administers a firsthome buyers schenfidréement. We in the states work broadly to the instructions
Itis a significant scheme, the amount payable under whicRf the commonwealth government in relation to it. | am sure

was increased by the federal government from $7 000 t§/& would all agree that, if anybody was spending money that
$14 000. It will run out at the end of December, coincidingShomd have been spent on a first home on anything other than

with the federal election. It is clearly a pork-barrelling @ first home, that money should not be spent in that way. |

exercise by the Prime Minister. However, as | said during myvould hope that the federal government would be equally as
second reading speech regarding the legislation, clearly tifppalled at those circumstances as Senator Buckland has been

government chose a mechanism by which to bring forwar@d as those of us in the states obviously might be.
some housing construction to try to deal with the massive | @8sSume Senator Buckland may well have already taken
decrease in activity in the building sector. up the issue with the federal government by way of question

| know this is a commonwealth government fundedinthe federal parliament. If he has not, now that the honour-
scheme. | also know. as the Treasurer would know. it iable me_mber ha_s raised the issue, | will be very happy_to ta_ke
adminisfered by the’state Department of Treasur),/ andP the issue W'.th th_e federal government !f there is this
Finance through Revenue SA. It has come to my attentio roblem. Certainly, if Senator Bucklan.d dlregtly qr.the

’ onourable member can provide the details of this individual,

that a few weeks ago one of our federal Labor senator% ; . . .

e would be happy, first, to validate the claim—that that is,
Mr Geoff Buckland, was approached by a person who hagl 100"\ hat hgrs)yoccurred—and secondly, if there is a
heard about and had discussions concerning the $14 000 fi obler,n with the federal governr’nent’s arr:;mgements in

home buyer's scheme grant. It was brought to the senator lation to the scheme, take up the issue urgently with it.

attention that a person who had received a cheque .
one of us would want to see the money spent in that way.
$14 000 from Revenue SA we understand promptly spent th(ew Mr FOLEY: As a supplementary question, the Henley

money on pokies. We were advised that that person lost . . :
$14 000 on poker machines. Senator Buckland was Somew%rtoperty group, one of the largest home builders in Australia,

; - . encouraging people simply to put down $7 000 as a deposit
taken aback at this allegation, as was I. He thought, ‘Surel nd then saying, “You keep the $7 000. Given that Rev-
a scheme of such largesse from the commonwealt

government and administered by Revenue SA should n%

allow somebody to take $14 000 of taxpayers' money mea rocedures and follow-up are in place to ensure that the
. Y ) payer ymeart, 4 000 provided through Revenue SA in South Australia
for the first home owner’s scheme and blow it on the pokies.

. . - . i ?
I do not think we are in the business of allowing taxpayers’aCtuallly goes to the construction of a new home? What are

money to be wasted and blown on the pokies the administrative arrangements?
y POKIES. TheHon. R.I.LUCAS: As | said, if we can get the

_ Senator Buckland promised to look into the allegation. Heyetails from Senator Buckland and/or his office directly as to
did some checking and was astounded, as | am, that thg,y this money is being spent—and even the honourable
events as described can occur. It appears that there are pmber will acknowledge that the Henley group is not
requirements as to how the money issued under the scherggyocating the money be spent on poker machines—in this
is to be used—provided, of course, that the recipient igase, we can have that considered and investigated. As | said,
ell_glble to receive it. In other words, Revenue SA S|mpIy_We in the states are no different from anybody else who is
writes a cheque for $7 000 or $14 000 to somebody Who ignplementing a scheme which, as the honourable member has
eligible, and itis simply up to them as to how they spend itijngicated, has been put together at relatively short notice by
whether it be on pokies, an overseas trip, the race track or jhe federal government. Many of us became aware of it either
they simply want to buy a new car, that is what the moneynrough the media or other outlets rather than any official
could potentially be spent on; that is what | am advised. | fincommunication between the federal government's ministers.
'[hIS |nCred|b|e | thought | W0u|d briﬂg |t to the Treasurel”s We are but |mp|ementers of a federa' government po“cy in
attention, because | am sure my facts must be wrong and thaf|ation to this. If there are problems, | would hope that the
he can correct me. Prime Minister and the federal ministers would be as appalled

I have noted some advertisements. The Henley group, & Senator Buckland might have been that this money was
major Australian house builder, quite openly flaunts thisallegedly spent by an individual on poker machines. We are
loophole. In an advertisement, it says: happy to take up the issue.

First home buyers. Half your government grant equals full  Mr FOLEY: You have not answered my question,
deposit. You keep the balance of $7 000. Treasurer. The point is this: whether it is spent on poker

nue SA administers this scheme, what administrative
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machines, buying a new car or stocks in the share marketis Mr FOLEY: Robert, you are not in the upper house
irrelevant. | want to know how the scheme is being adminisand—
tered. Do we simply send a person a cheque without any The ACTING CHAIRMAN: Order! The member will
follow-up or any arrangements to ensure that this money igse the minister’s correct tite—Treasurer’ or ‘minister’.
spent on a house, or is the Treasurer a party, with his federal \jr FOLEY: As | said, Robert, you are not in the upper
colleagues, simply to handing out $14 000 to people in oUpoyse. Treasurer, | expect you to try a litlle harder—and |
state not to spend on building a new home but to blow on thgnow you like to answer questions flippantly—but, as | have
pokies and to spend any other way they see fit? said, | have an article from Henley Select Property Groups,
TheHon. R.I. LUCAS: | cannot add much more than | which effectively says that you can keep the $7 000 from the
have already said, but the member can keep going if he likefirst home owners’ grant and do with it what you like. The
The federal government has put in place strict guidelines. point of my questioning is very relevant. | accept that in this

Mr FOLEY: Walk me through them! House of parliament | assumed—clearly incorrectly—when
TheHon. R.I.LUCAS: | am not going to walk you we debated this legislation that Revenue SA would ensure
through anything. that the $14 000 we provide to a first home owner would be
Mr Foley interjecting: applied to the construction of a new home, and that a system
The ACTING CHAIRMAN: Order! Standing orders would be in place within Revenue SA to ensure that certain
apply to the committee. degrees of accountability occur to ensure that that is exactly

TheHon. R.I. LUCAS: All the states do is implement the what the money is spent on. Whether it is the pokie case or
guidelines that the federal government outlines. If there is svhether it is something else, can the Treasurer now tell the
problem in relation to those guidelines, we are happy to takeommittee whether there is any requirement from Revenue
up the issues with the appropriate federal ministers and seé®A to ensure that that money is either spent on the home or
the changes. However, in broad terms, | am very surprised thgrovided to a bank as a deposit?
honourable member should be asking the question. He and The Hon. R.I. LUCAS: | cannot offer any more than |
| debated the legislation in different chambers. On recollechave already offered in answer to the first four questions.
tion, the legislation made it clear that the house had to have Mr MEIER: | refer to Budget Paper 3, page 2.11, the
a foundation that had been poured. comment relating to reducing the debt and achieving a AA+

In relation to an existing home, the home needs to haveredit rating for this state. What progress has been made in
been purchased. | thought that the honourable member, @thieving an improved credit rating?

behalf of his party, was in charge of the legislation when he ' The Hon. R.I. LUCAS: In broad and simple terms, in

voted for it in this House some months ago. today’s dollars the state has moved from a position of around
Mr Foley interjecting: about a net debt of $10 billion in 1993 down to a net debt of
The Hon. R.I. LUCAS: | am happy to take up the just over $3 billion predicted for the end of this financial
issues— year. The state has improved its credit rating from AA to
Mr Foley interjecting: AA+. It remains an objective of the government, as | am sure
The Hon. R.I. LUCAS: Can | respond, Mr Acting it probably is for all governments, to eventually get to a AAA
Chairman? | am happy to take up the issues— rating—
Mr Foley interjecting: Mr Foley interjecting:

The ACTING CHAIRMAN: Order! The Treasurer is The Hon. R.I. LUCAS: | think it would probably be
answering the question. easier for a government that is economically responsible to
TheHon. R.I. LUCAS: | am to take up the issues with do it, but it may well still be a goal for the opposition—there
the— are a lot of goals for oppositions. The goal remains a AAA
Mr Foley interjecting: credit rating. Certainly in my humble view, if you are being

The ACTING CHAIRMAN: The member for Hartis out rated as a business—and we are in the business of running
of order. government, we are being rated as a government—the

TheHon. R.I.LUCAS: | am happy to take up the issues essential determinant of your rating is how you have managed
with the federal government and the appropriate ministers, ifour own state finances in terms of your liabilities and your
there is a particular problem with the federal governmenpngoing expenditure both for the current year and for future
scheme. | am very happy to do that; and if we want to spengears.
the whole time of estimates today talking about a federal However, it is a difficult task for the states. One of the
government scheme, | am very happy to do that. | am happsurprises | had soon after becoming Treasurer, in terms of the
to take up the issues, although | cannot offer much more thadiscussions with the rating agencies, is that the rating
that at this stage. If Senator Buckland, or his office, isagencies made it pretty clear to us in our discussions that—
prepared to provide the details of this particular individualand if | can summarise their views—even if we had a perfect
who spent the money they got from the federal governmentecord in relation to that which, in the case of any other
for a first home on a poker machine rather than buying &usiness, would be worthy of a AAA credit rating, they make
home, then let us get the evidence of that, check the validitjudgments on issues such as their overall judgment about the
of the claim; that is, that the person did not buy a first homengoing strength of the state economy, for example. Of
(which appears to be the claim that is being made), and speoburse, | am sure that at various stages throughout the day we
the money on a poker machine. will get a chance to explore a number of issues, some of

If we can get the evidence—and | ask the member whethevhich are beyond the control of any government, such as, in
he can provide that information to us or Senator Buckland sparticular, the ageing demographic profile of South Australia:
that we can have that particular claim investigated—and, ifewer younger people and many more older people as part of
that is the case, then we will take up the issue urgently witlour demographics place special pressures on our state
the federal government. | cannot offer much more than thaeconomy.
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In terms of moving to a AAA credit rating, | think thatis 40 to 50-year plans, and we are on track with our 40-year
one of the dilemmas. As | said, we could have a perfecplan in terms of repayment.
record, 10 out of 10 in how we are performing interms ofthe  There is a schedule of repayments over the years from
business of managing our finances, our debts, our liabilitieehenever we started, 1994 or 1995, so 2034 is the estimated
such as unfunded super, WorkCover, and all those sorts afate. That may or may not go up or down, depending on
things, yet, in some cases, it still might not be enough for thelecisions that future governments take and on future actuarial
rating agencies to deliver a AAA for us. The only other pointjudgments about the performance of the funds that have been
I would make is that, given that the hard yards have beemvested in relation to superannuation. | do not intend to
taken by this government in relation to getting our debt undewaste time, but | could provide the committee, if members
control, the next big opportunity for the state government willwere interested, with the detail of the payments we have
come potentially in and around about the year 2006-07. Wenade in the past few years, to demonstrate how we are on
can certainly make some improvement between now anttack. As | said, | am forever keen to get more and more of
then, but, at that stage, subject to—and | am sure we willhese questions from the opposition, so | do not want to delay
discuss this later on—roll back and other issues, this state wilhordinately.
have the opportunity of significantly increased revenues from Mr MEIER: | thank the Treasurer for his answers to both
the current intergovernmental agreement in relation tdhose questions and compliment him and the government on
national tax reform and GST, and it will be for the Treasuretaving sought to reduce the debt to the level that he has. My
of the day in 2006-07 and the government of the day tdhird question relates to the use of corporate credit cards by
determine how they spend that money. One option—and afepartmental and other Treasury portfolio entities. How many
course there are many others—would be to accrue surplusefficers in the department and other Treasury portfolio
on an annual basis, as the federal government has doneéntities have been issued with corporate credit cards and for
recent years, to further reduce debt. what purpose?

Mr Foley interjecting: TheHon. R.I. LUCAS: This seems to be a matter of

TheHon. R.I. LUCAS: | think the history shows, much Some interest to estimates committees over the years. | am
as we get this chirping from the corner, that should there evekdvised that we have 45 credit cards issued and this time last
be a Labor administration we will end up with the same soryear we had 46, so itis broadly the same. Included amongst
of mess we inherited in 1993. Some of the chief culprits ar@ur credit cards are those issued to the Leader of the

still key leaders— Opposition’s office. Somehow they get included in our total
Mr Foley interjecting: as well, and | understand that there are two of those. The
The ACTING CHAIRMAN: Order! numbers have remained the same and the broad reasons

The Hon. R.I. LUCAS: We get a lot of chirping when- remain the same, again, as | have answered in previous years.

ever thatis mentioned, don'twe? They come in very qUiCkly’ove'\:kt)r?é %fotSr?trgr vgou\lgriboeug S()?‘ﬁcfgrrsﬂv]vei)tﬁiwggfi?)g (93119 ?hdeS
you just have to mention "1993 and they come in veryde artment Someyofficers have access to them for travel
quickly. Some of the key culprits are still there, we know who P : !

they are and the people of South Australia know who they argccommoda’uon and obtaining services, but the bulk of them
as well. are as purchase cards.

) . . . Mr FOLEY: Robert, | have to say—
Mr MEIER: Is the government intent on sticking to its The ACTING CHAIRMAN: Order!

40-year target for fully funding superannuation liabilities of . :
; Mr FOLEY: —you are a nice bloke—
the state? Why has the government adopted a new discount The ACTING CHAIRMAN: Order! The honourable

rate and what are the |mpI|cat|ons? ___member should refer to the minister as minister or Treasurer.
The Hon. R.I. LUCAS: The simple answer to the first Mr FOLEY: —but | had forgotten how much you bore
question is yes, the government is intent on sticking to its 4056 Fair dinkum. Anyway, it will be a long day, so we'll have
year funding of unfunded superannuation. Again if we want, get used to it. Robert ’the— '
to go back to the mess that this government inherited from o ACTING CHAI éMAN: Order! Member for Hart
some of those culprits who still remain, this government o spoken to you three times about referring to,the
inherited unfunded super of $4.3 billion. In this budget we,,inister as the minister or the Treasurer.
were able to report a reduction to about $3.3 billion in" " \1r EOLEY: Iam sorry, Mr Chairman. I thought that we
unfunded superannuation liabilities. The government is o}, ;1d try to make it a bit ihformal as it reduces the tension
track in terms of its 40-year strategy to repay unfunded— , it '
Mr Koutsantonis interjecting: The ACTING CHAIRMAN: It is informal, but | do
TheHon. R.I.LUCAS: Some other states, including pelieve that the minister is entitled to be called by his title.
those with Labor governments, have 50 year plans: they arghe rest is very informal.
Iong-term visions. All | can say is that the magnitude of the Mr FOLEY: The Treasurer seems sensitive and not
debts and liabilities left to us by Labor administrations haSprepared to answer questions about what would appear to be
meant that one could never hope to repay these things in legstremely slack guidelines for the administration of the first
than a generation or so. That is the size of the task thaiome owners grant, but he has in excess of 30 advisers here,
confronts us. including the state Commissioner for Taxation, and | will put
Members interjecting: the question again. | can understand the Treasurer’s political
TheHon. R.I. LUCAS: Mr Koutsantonis might still be embarrassment and sensitivity, but what are the guidelines for
here in 40 years’ time, but | suspect that most of the rest athe provision of $14 000 of taxpayers’ money to first home
us will not. The honourable member may be the only one t@wners?
survive to see the Liberal government plan to repay the Are they required to spend that money on a home and does
unfunded superannuation over this time come to fruition. ARRevenue SA have any form of follow-up, accountability or
| said, most of the states now have plans of varying lengthsny code of practice to ensure that the money is actually spent
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on the construction of a first home? Do such administrativéoe a relatively simple matter to check. If it can be demonstrat-
guidelines exist or do you simply give a cheque across andd that the person has the money, is not either purchasing or
do not care about how the money is spent? building a house and has spent the money on the poker
TheHon. R.I. LUCAS: | cannot do any more than repeat machines, as is claimed by the member for Hart, | am sure
that there are guidelines. It is a commonwealth program. Ithat all governments would be appalled at that prospect. We
there are particular problems, | have invited the honourableould take up the issue—
member, if the claims are correct, to provide details so that Mr Foley interjecting:
we can investigate them. If there is a problem, we are happy TheHon. R.I. LUCAS:; We are implementing the scheme
to take up the issue with the appropriate federal ministers angh behalf of the federal government.
agencies. But there are guidelines, and | am sure that the Mr Foley interjecting:
intention of the Prime Minister and the federal ministers TheHon. R.I.LUCAS: | am not saying it is not: | am just
when they brought down the scheme was to see a significasaying that the federal government outlines the details of this
boost in housing. program. Itis their money; we are implementing it for them.
Meetings that | have had in the past two days withif there is a problem, we will take up the issue urgently with
members of industry sectors whose workload would behe federal government. No-one is condoning it. We are
impacted on by growth in the housing sector have indicategqually appalled if it has occurred, but first let us demonstrate
to me that there is significant flow through of work comingthat it has occurred, and then we will follow through the
into their industry sectors as a result of the federaissues with the federal government.
government’s $7 000 and then $14 000 home owner grant Mr Foley interjecting:
schemes. So, it would appear that, overwhelmingly, the TheHon. R.I. LUCAS: | don’t know; we need to know.
intentions of the federal government are coming to fruition Mr FOLEY: | am sure the person built the home; that is
with a significant boost to the housing industry. If there is amot the issue here.
example of someone who has inappropriately spent the Membersinterjecting:
money on poker machines and has not purchased a house orThe ACTING CHAIRMAN: Order!
is not building a house, those issues will be taken up. Mr FOLEY: Hang on; can | ask—
Mr FOLEY: As | said, the Treasurer has 30 advisers with TheHon. R.I. LUCAS: That is the issue. At last we have
him. He has had up until now the Commissioner for Taxatiorflushed him out.
in South Australia sitting next to him, but he does not seem The ACTING CHAIRMAN: Order, Treasurer! The
comfortable with allowing him to answer a question. | canmember for Hart has the floor to ask his third question.
understand why the Treasurer is sensitive, because | have in TheHon. R.I. LUCAS: We've flushed him out.
front of me an update from Revenue SA, ‘The first home Mr FOLEY: Can | ask the question? Robert, you have
owners grant scheme’. Looking at it on the web site, | carflushed nothing out at all.
understand why the Treasurer is very sensitive about this, and TheHon. R.I. LUCAS: Yes, we have.
we have caught him out. The ACTING CHAIRMAN: Order! The member for
It actually says that an applicant can use the money foHart.
any legal purpose: there are no requirements as to how the Mr FOLEY: Can you contain yourself, Robert?
money is to be used, provided that you are eligible to receive The ACTING CHAIRMAN: Order!
it. These are the guidelines: no wonder the Treasurer would Mr FOLEY: That is not the point of the exercise. The
not tell us what is in the guidelines. The Treasurer’s guidepoint of the exercise is that this money can be spent in any
lines allow people in South Australia to take $14 000 ofway, shape or form. Why are we not requiring that, when a
taxpayers’ money, blow it on the pokies, take it down the$14 000 payment is made to a person, it go toward the
pub, take it to the race track or buy a new car: they do notonstruction of a house or a deposit for the financing and is
have to spend it on a first home. Treasurer, we have caughbt spent in any other way, shape or form? Surely you are not
you out; we have your guidelines. How can you sit here todagaying here that you support a scheme where, regardless of
and condone a system that can be so openly rorted by thoséether or not the house is built, the person can spend
in our community who will take advantage of taxpayers’$14 000 in any way, shape or form they like. Surely it is there
generosity? Surely you cannot sit back anymore and condorte go towards a deposit. It is there as a deposit to build a
such a misuse of taxpayers’ money. house, not to be spent in any other way, shape or form,
TheHon.R.I.LUCAS: The government has not surely.
condoned anybody spending federal government money for TheHon. R.I. LUCAS: | did not think it would take us
first home owners on poker machines. long to flush out the member for Hart, but he came in very
Mr Foley interjecting: quickly. That is why | kept goading him.
TheHon. R.I.LUCAS: It does not matter how many An honourable member interjecting:
times the member for Hart claims that the government is TheHon. R.I. LUCAS: No; the story that was being
condoning it: the government is not. | have said that it ispushed by the member for Hart this morning was that, instead
inappropriate, and | am sure the Prime Minister and federadf spending the money on building or purchasing a house,
government would be equally appalled if the claim is true thathis person had gone off and spent the money on poker
a person who has been given money to build or purchaseraachines. The member for Hart has confessed. He has
house has not built or purchased a house—and that is thessed up; at last we have him. He is not used to people
claim that is being made—but went and spent it on theoming back at him like this. He has ‘fessed up that this
pokies. There is a simple way of checking this, and that is foperson has either purchased or built a house, so they are
Senator Buckland or the member for Hart to provide the namgoing ahead with it. I do not know—
of the person who has allegedly done this so that we can Mr FOLEY: | do not know that.
check whether or not that person has bought or built a house TheHon. R.I. LUCAS: Now he says he doesn’t know.
or is in the process of building a house. That would seem tdwo minutes ago he said they did, and now he says he
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doesn’t know. What is the member for Hart saying to this Mr WILLIAMS: Hopefully, | will be able to get the
House? He does not know. Two minutes ago he said thesgommittee to start discussing the state’s budget. | spent all
were building the house or purchasing it. Now he says héhis morning travelling up from my electorate to discuss the
does not know. He comes into this House with a story. He istate’s budget, and | have been listening to a lot of nonsense
all excited; he thinks he has a story, even if it is a federathat has nothing to do with this committee. | refer to Budget
government scheme and not a state government scheme, daper 5, volume 1, page 3.22. In a table of Consolidated
this is the best he can deliver as the shadow treasurer. Weeccount items under the heading ‘Commonwealth grants and
have the whole of the Treasury budget; we have budgetpayments’, | notice that the competition grant this year is
superannuation and all the issues that could be taken up, aeglpected to be $55.3 million following on from $35 million
we have spent the first 45 minutes of the estimates committes 36 million last year in round figures. Where are we with
talking about a federal government scheme and a particul@ompetition payments? Will we continue to receive that sort
issue. of money for very much longer, or have we just about

Now, the member for Hart has changed his story thre@xhausted the competition payments?
times in 45 minutes—twice in the last two minutes. He might TheHon. R.I. LUCAS: | am advised that the understand-
be able to get away with this normally, but let me assure hining or expectation is that the competition payments will
that he will not get away with it in the estimates committee.continue. Next year (2001-02) they are estimated to be worth
He has to indicate whether his story of two minutes ago ig¢bout $55 million. Itis technically possible, | am told, that a
right and the person did build or purchase a house, or whethépmmonwealth government of any persuasion could decide
his claim of one minute ago—that he does not know—is théot to continue with competition payments. One of the issues
case. What is the member saying to the estimates committe®ere would be whether or not the commonwealth
What does he want me as a minister to take up with thgovernment, taking advice from the National Competition
federal minister and the federal government in relation to th&ouncil (NCC) might determine for some reason that it wants
details of this scheme? | am very happy to take it up. | would0 penalise a particular state government. | think we have
be equally appalled if this person did not build or purchasé&€en in recent years threats to Queensland and New South
a home with the money that the federal government wa¥vales over rice and water; water policy in one state and the
kindly providing to them as part of this new initiative. rice marketing policy in one of the other states being, in the

Mr Koutsantonis interjecting: view of the NCC, potentially anti-competitive. In some way

. there might potentially be a reduction in funds from the

TheHon. R.I. LUCAS: The member for Peake does not
have to help the member for Hart; he is in enough trouble agederal government to a state government f_or that.
itis. Let the member for Peake reét He does not need to hel We are working on the expectanon—certamly our budgets
out his colleague the member for Hart. He has got himsel&.e worked on the expectation—that competition payments
into hot water; let him get himself out of.it The member forWIII continue and that we \.N'" continue to meet Wha_tever
Peake can so;t out his own problems; let the member for Ha{gquw_ements _fo_r competition payments, but th(_ere IS that
get out of his own problems when he gets himself into %chnlcal provision that all state governments will need to

onitor.
mess. Mr WILLIAMS: | point out that this is not a question

The ACTING CHAIRMAN: Order! | think we canmove 416yt commonwealth policies. Economic expert, Chris
onto the next question. The member for MacKillop. Murphy, last week warned that if a federal Labor government

Mr FOLEY: I have not asked three questions. My third rolled back the GST there would be a requirement for some
question is this. | am quite surprised at how excited the4 billion worth of extra taxation or a commensurate deficit
Treasurer gets. As | said before, you have Henley Propertigf the federal budget; and also that it would be likely to cause
saying that you can you keep your $7 000. Whether or not that least a 1 per cent increase in interest rates across the nation.
house is built, the point is that you do not know what thewhat is the potential impact on the state’s finances of Labor's
money is being spent on. That is clearly my question. Yottoll-back policy as far as it has been stated in the media thus
said, ‘provided that the person buys a house with the monegy,
that has been provided.’ That is my point. The Treasurer's TheHon. R.I. LUCAS: This is a critical issue for the
answer then was, ‘provided they build a house with thgorward estimates and for state finances going into the future.
money provided.” My argument is that, as the Henley andas | said in either the budget speech or follow-up budget
Pioneer advertisements and your own guidelines demonstraifiterviews, anyone in states such as South Australia should
there is no requirement that the $14 000 must be spent on th@mediately interpret rollback as cuts in schools, hospitals
house or on the finance. This money can be spent on pokigsd police services in the states. It is a matter of grave
or anything else. | simply say that a scheme with no follow-concern for anyone who wants to run a state government
up, rigorous checking or control mechanisms to ensure thisudget that the federal Labor Party’s roll-back policy does
money is spent in that way is assisting those in oukhot come to fruition.
community who will take advantage of the generosity of Mr Foley interjecting:
taxpayers. TheHon. R.I. LUCAS: Chris Murphy, the economic

TheHon. R.I. LUCAS: | will not help out the member expert to whom the honourable member has referred, has
for Hart. He has got himself into some hot water and is nowhighlighted some macro issues in terms of impacts on interest
trying to get himself out of it. He has changed his story saates and budget deficits—and | do not want to get into that
many times that | do not know what he is saying to theparticular debate. Clearly, even though we have a much
committee. All I can say is that we will add up all the memberreduced state debt, an increase in interest rates of 1 per cent
for Hart’s stories and try to respond to each of the optionss not something that we would want to see because that
that he has put to the committee. | guess the truth might bieicreases state costs as well. The issue of the potential impact
somewhere between the three different versions that he has federal-state financial relations is critical. Whilst it is often
given. parroted that we need bipartisan policies in this state—and
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the Leader of the Opposition is fond of talking aboutfrom the Australian Bureau of Statistics on state private
bipartisan policies—we are urging the Leader of the Opposieapital expenditure, which would give us an indication of
tion and the shadow treasurer to join us in a bipartisan policwhether or not the private sector in South Australia had
of opposing federal Labor’s roll-back policy. We are hopingconfidence to invest in not only their own companies’ futures
to get, rather than the chirping that we occasionally get frontout also in the state’s future and comparing that with the other
the opposition benches, bipartisan support for our oppositiostates. It is interesting to note—and it has not yet received
to this roll-back policy. much publicity, which surprises me—that March quarter
The Labor leaders were taken to the cleaners, sadly, in tHegures last year indicate that private trend estimates for
discussions with the federal leader in Tasmania late last yearivate new capital expenditure were up 14 per cent. In Labor
The federal leader of the Labor Party said that the statestates, New South Wales was down 12 per cent; Queensland
would be compensated for rollback. When | put the questiolown 26 per cent; and Victoria down 9.9 per cent.
to the Labor treasurers at recent treasurers’ meetings, ‘Does That is a 14 per cent increase in South Australia in terms
that mean that the, if | might call it, blue sky, the growth in of confidence to invest in private new capital expenditure in
funds that is both predicted by federal Treasury and, moréhis state. In the Labor states during that 12-month period—it
importantly, not predicted by federal Treasury’—becausés 26 per cent, 12 per cent and 10 per cent. There is a lot more
some believe— very useful information in those Bureau of Statistics figures,
Mr Foley interjecting: but I will not waste the time of the committee. As | have said
TheHon. R.I. LUCAS: Well, you only need to talk to before, that is not my intention. | can refer honourable
people like those from Access Economics to realise that thejmembers who might be interested to that private capital
have a more bullish view of the amount of money the GSTexpenditure series to see how businesses invest in South
will generate in the national economy. One is not in a positiorAustralia. In conclusion, | guess those aggregate figures just
in the states to know who is right and who is wrong, but theflesh out the recent examples of BAE Systems, Arnotts,
experience of some other jurisdictions has been that whelectrolux, SAAB, as well as a number of companies that the
taxes such as the GST have been introduced, after a peri®demier announced earlier this week and demonstrate the—
of settling in they do generate more money than might have Mr Koutsantonis interjecting:
been initially estimated by the respective treasuries. Time will TheHon. R.I. LUCAS: The government assisted there
tell whether or not that is the case in relation to the GST. as well. As the member for Peake would know, the
When | put the question to the Labor treasurers, they werifon. Mr Sneath has asked a series of questions about that
white or red, or whatever colour you choose. They had noissue. To be fair to the federal government, both the federal
thought through the issue. A number of them said that thegnd state governments were active participants in trying to
had not had discussions but, rather, their leaders had—andtain at least a core of activity from the old Perry Engineer-
heaven help us, if the member for Ramsay was negotiatinigpg in South Australia. | know the Hon. Mr Sneath has been
the deal on behalf of South Australia; I think he signed thisvery appreciative of the actions of the state and federal
particular deal with the federal leader of the party, but heavegovernments.
help us if that is the case. The deal that has been signed Mr Koutsantonis interjecting:
between Labor leaders and the federal Labor leader—in the TheHon. R.I. LUCAS: The member for Peake is
unfortunate circumstance that we ever see a federal Labsuggesting that a potential Labor government will bail out
government and a state Labor government in Soutlidarris Scarfe. That can be a policy for the member for Peake
Australia—could potentially see a very significant pull-backand a potential Labor government. It is interesting that that
of any additional GST revenues that might have beeiis the sort of priority that the member for Peake, as a senior
available to the states. representative of the alternative government, is now indicat-
That is a matter of very significant concern, | think, to ing—that this government ought to be doing something about
anyone who is genuinely concerned about our ability to findHarris Scarfe. The obvious inference is that a potential Labor
extra money for hospitals, schools and police serviceggovernment will do something to bail out Harris Scarfe. Well,
Certainly, this government will not give up the fight, roll over that is a policy decision that the member for Peake, as a
meekly and have its tummy tickled as state Labor appears &enior member, has now indicated is on the agenda. We will
have done with the federal Leader of the Opposition. wait and see how they will fund their proposed bail-out of
Mr WILLIAMS: It has been interesting this morning that Harris Scarfe in South Australia. Certainly, Harris Scarfe is
the opposition in this state has been criticising the stateot a particular target that the state government has in mind
government for its fiscal policies for some years, yet in sixin terms of bailing out businesses in trouble. We are pleased
questions it has failed to ask one question of any relevande see that there are a significant number of potential buyers
to the state budget or state fiscal policy. Could the Treasuref the business. We will work with potential buyers in
inform the committee, in spite of the bleating that comes outelation to maximising (a) its own ongoing presence, and (b)
of the opposition, exactly what the level of business confiits ongoing employment in South Australia.
dence in South Australia is and how that is reflected by In conclusion, they are tangible signs, rather than people
private sector investment spending on buildings, machinergnaking rhetorical statements or clutching at slogans, of

and equipment? significant investment by companies in their businesses and
Mr Foley interjecting: in our state’s economy, even with the problems they are
The ACTING CHAIRMAN: Order! The member for currently encountering.

Hart is out of order. Mr WILLIAMS: You said at the beginning of the
TheHon. R.I. LUCAS: | have seen a Treasury briefing proceedings that there are no facilities for the tabling of

in the past week on the investment— documents. Can the Treasurer make that briefing to which he
Mr Foley interjecting: has referred available to members of the committee? | think

TheHon. R.I. LUCAS: We are very open about all the it would be particularly beneficial to members of the
questions. The briefing included the most recent estimatespposition.
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TheHon. R.I. LUCAS: | would be delighted. I will try me; | was thinking about federal budgets and poll results.

to organise that in the lunch break. When the member actually asked a question about the state
Mr FOLEY: You know, Robert, | was going to— budget after an hour and five minutes it threw me. | was just
The ACTING CHAIRMAN: Order! The member will not prepared for it.

address the minister by his title. Membersinterjecting:

Mr FOLEY: | am sorry, sir. He is a good bloke, Robert—  TheHon. R.I. LUCAS: No, we had to take time to dig
a bit boring but a nice bloke. | was going to try to get ontothis up—Budget Paper 3. The two measures that the
something of Treasury substance instead of having a bit of government has announced are two-year targets over 2001-02
political debate. | want to respond to your comment about roland 2002-03. The targets have not been broken down into
back. Facts escape me: have not John Howard and Petgzar by year; we have said, ‘Here is a two-year program for
Costello rolled back GST somewhere in the order ofagencies.’ So, over the two financial years 2001-02 and 2002-
$4 billion to $5 billion in the last 12 months, in the lead-up 03 (which are the two years referred to by the member for
to the federal election? | suspect there has been no reductibtart), agencies have this target of a 5 per cent reduction in
in health and education, so | am not quite sure why you honthe number of admin/exec positions and a 1 per cent efficien-
in on a Labor roll back when you are not prepared tocy measure across the non-salary costs, excluding
comment on a Liberal roll back. commonwealth-funded programs.

I want to refer to the two savings measures outlined in  Through the coming bilateral processes that start, | think,
your budget. | suppose | could ask the question, Tom: if theyn December this year, as they normally do for next year's
are doing such a good job with the economy how come thbudget, obviously, we will be monitoring progress of

polls have them on about 33 per cent? agencies towards the two-year target. We will be encouraging
The ACTING CHAIRMAN: Order! The member will them, because it is the Treasury view that it makes sense to
refer his question to the minister. achieve as much as can be achieved in the first year rather

Mr FOLEY: The two savings measures in the budget arehan leaving it all to the second year. Some agencies will
a 5 per cent reduction over two years in the number oprobably achieve the target in the first year and others may
administrative executive positions and a 1 per cent efficiencyvell spread it out over the two-year program. In relation to
measure across all non-salary costs. Treasurer, what contritiire question whether there is a sub target within the two-year
tion is expected from each of the individual initiatives in program, the answer is no. We will monitor that with the
2001-02 and 2002-037 If you want to get back to me with thaindividual agencies when we start the bilateral process in
information, that is fine with me. December this year.

TheHon. R.I. LUCAS: | think we have figures on those Mr FOLEY: | have a supplementary question. In relation
two years that we can pull out relatively quickly. | am notto the $20 million, is any contribution expected in the out
sure what it has to do with the estimates committee, but years of 2003 and 2004?
might refer the honourable member to last week’s edition of TheHon. R.I. LUCAS: | think we have had a 1 per cent
the Australian with the news poll results for earlier in the efficiency saving, or efficiency dividend, for the last three or
year. His recollections of poll results and what he has justour years; | cannot remember the exact number. We are now
indicated are again sadly astray. looking at this to help fund cost pressures and new initiatives

Mr Foley interjecting: within agencies. Each agency comes to the annual bilateral

TheHon. R.I. LUCAS: The opposition will quote the process with a significant number of cost pressures and new
Morgan polls and the government will refer again to the newsnitiatives. | think a good number of those were highlighted
polls. either late last year or earlier this year after the initial round

Members interjecting: of bilaterals when the green book was produced and sent out

TheHon. R.I. LUCAS: Anyway, it has nothing to do to all departments and agencies.
with the estimates committee. We have now spent an hour Mr Foley interjecting:
and five minutes on federal issues and now poll results. TheHon. R.I. LUCAS: | am delighted. As | said, we are

Members interjecting: an open and accountable government. We like sharing

TheHon. R.I. LUCAS: Yes, exactly. | think this will be  information.
the first time ever in the two hours prior to the lunch break  Mr Foley interjecting:
that we have spent most of the time on federal issues or on TheHon. R.l. LUCAS: Exactly.
poll results. Mr Foley interjecting:

Mr Koutsantonis interjecting: TheHon. R.I. LUCAS: No, we are an open and account-

TheHon. R.I. LUCAS: Here we go! The member for able government. | would have thought that much of what the
Peake now wants to call an election. So, the estimatesmember for Hart says he should not have said, but that is a

committees have been reduced to— decision for him: he has to regret it later on. As | said, when
Members interjecting: the government starts a process, it gets a significant bid from
The ACTING CHAIRMAN: Order! | ask the minister agencies in terms of either new initiatives or cost pressures.

to return to the substance of the question. We were amused, | guess, at the opposition’s response to the

TheHon. R.I. LUCAS: Mr Acting Chairman, | am being green book, that in some way that is what will be delivered
pummelled relentlessly by this fearless opposition and | anby a Labor government or a Labor Treasurer. Any Treasurer
just reeling. | am not used to this relentless pressure. It hagho rolls over the initial bids from agencies and says, ‘Okay,
been so tough that | cannot even remember the honouraltleis is what you need: this is what we are going to work
member’s question. | can remember his poll result. towards delivering in your particular area’ is not really the

Members interjecting: sort of person who ought to be in charge of the state’s

TheHon. R.I. LUCAS: Hallelujah, Mr Acting Chairman! finances. If you are going to get yourself into the position of
We have actually got a state budget question after an hotloeing Treasurer, you are going to have to be made of sterner
and five minutes. You beauty! That is what obviously threwmettle than that. The initial bids from agencies are aggregat-
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ed, added up and sent back to the agencies but, ultimately, eslicating that he is outlining, as a future potential treasurer,
we see in the budget, what comes out in the budget ithat he will not make any contingency provision—
significantly different from the initial bids in terms of cost ~ Mr Foley interjecting:
pressures and new spending bids from the individual TheHon.R.l.LUCAS: Oh, that's okay. The member for
agencies. Hart—we've flushed him out again.

Mr FOLEY: I must say, Robert (and do not be offended  Mr Foley interjecting:
by this), that you will not be a role model of mine, | can  The ACTING CHAIRMAN: Order!
assure you, even though you are a nice bloke. After fouryears 1he Hon. R.I. LUCAS: If the member for Hart would
and $7 billion of asset sales and substantial cuts, you are stjlly|, a5k the question and not respond to the replies by way
having difficulty balancing the budget. But, we know that you o¢ interjection, he might find himself not getting into trouble.
have a Premier who loves to spend, and | have some Symp@g has indicated that, should he ever be the Treasurer, he

thy with you: it is clearly difficult having as Premier John . similarly, make provision in terms of contingencies. We
Olsen, who is such a big spender, and having to rein him if, st do that.

all the time. | know the pressures. Mr FOLEY: You tell us how much it is this year and |
I want to correct the record, because there may have begfy ta|| you how much it is next year.

some people listening who might not know that | did not TheHon. R.I. LUCAS: The member for Hart will not be

book_ | eﬂ a position to do that. It is the arrogance of the member for
i S green book. 1 can assul, . hjch js putting off a lot of people in the community at
you that it did not come from the Treasurer or people in h'sthe moment

office or people close to him. In my eight years in opposition, : S

| have received a lot of cabinet documents. The cabinet leaks ?ﬂgan::r;b:emeg n(t:e(ryjr?f(i:ggg'ce the member for

like a sieve, and | could give the names of the people wh . .
have sent me documents that would rock you to the foundd-ake calls it. The member for Peake has a better word—it
tions. But, Robert Lucas has never been one of them, andJ conﬂdence—but (_)therg callitarrogance. He is a_bsolutely
’ ’ nvinced (and he is telling everybody) that he will be the

want that on the record. Robert Lucas has never leak . >
documents—that | am aware of, anyway. We get som reasurer, and is saying, ‘When | am the Treasurer next year,

anonymous stuff, but | am pretty certain that Robert has nofo! Wor't be getting away with this and you won't be getting
leaked documents to us. away with that.” )

The government has already announced increased costs Mr Foley interjecting: =
arising from the renegotiation of the government's electricity 1 "€Hon. R.I. LUCAS: We take a more humble position.
contract. What figure was factored into the forward estimate¥/e l€ave itup to the people of South Australia. The member
for increased electricity costs, or will this amount be drawnfor Hart—
from the $20 million new initiative contingency fund thatwe ~ Mr Foley interjecting:
have just mentioned? TheHon. R.I. LUCAS: Here we go again!

TheHon. R.I. LUCAS: The simple answer is that it will The ACTING CHAIRMAN: Order! The member for
not be drawn from the $20 million savings strategy, if | canPeake is out of order.
term it that, that we have just discussed in the previous TheHon. R.I. LUCAS: All the member for Peake can
guestion. The government, in terms of sensible and respotalk about is calling an election and the budget estimates for
sible planning, has a contingency line which it keeps, and ontine Treasury portfolio, but that is an issue for the member for
of the elements of that is a modest amount for increased cogtfart. If he wants arrogantly to go around telling people that
for the electricity contract which was still being negotiatedthis is what he will do and this is who he will fix up as the
at the time the budget was brought down. So, there is ndreasurer, he can do so. However, we take a much more
specific line for this particular issue. Each year we have &aumble approach in government. We know that the people
budget line which makes allowance for these sorts of issuesf South Australia will decide. We do not take anything for
and we have made modest provision for it. As has eventuatedranted. We know that it will be a difficult challenge for the
the government has announced the extent of the pricgovernment and for the opposition, but we are not going to
increase for government departments and agencies, and the arrogant about it, as the member for Hart and others are.
provisioning that the government has made covers the final Inrelation to the member’s question, | cannot offer much
result of the contract. more than that, other than again repeating something | said

Mr FOLEY: Can the Treasurer advise the committeelast year and, | think, the year before. For example, if we put
what is the allocation for the contingency line to which he haon the public record how much we are putting aside in a
just referred? budget which includes provisioning for wage and salary

TheHon. R.I. LUCAS: No, | am not prepared to do that. negotiations of a sensitive nature that we will have with the
The government, each year, has a modest amount whichpublic sector association and with other public sector unions,

keeps for contingencies in a number of areas and— how silly does the member for Hart believe the government
Mr Foley interjecting: ought to be that we would indicate the sort of provisioning
TheHon. R.I. LUCAS: Itis not a slush fund. that we have made for these sorts of sensitive negotiations?
Mr FOLEY: Well, tell us what the value of your As soon as a union negotiator found out how much the

contingency line is in Treasury. government had provisioned, they would go back to the
TheHon. R.I. LUCAS: Mr Acting Chairman— negotiations saying, ‘The member for Hart got from the
Mr FOLEY: The secret slush fund in the lead-up to theTreasurer in the estimates committees that you have $X

election—what is the value in your budget line for it? sitting in a contingency fund, part of which can be used to

TheHon. R.I. LUCAS: The government always main- fund the extra wage increases that we want.’ That might be
tains, as any responsible government should, a contingendie way that the member for Hart would like to run a treasury,
Again, it is not a good sign if the member for Hart is but good luck to the people of South Australia in terms of
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negotiations with public sector unions. If you are going to bebeen made by the Labor party that the government is
a soft touch like that with the unions, then— spending hundreds of millions of dollars a year on consultan-
Mr Foley interjecting: cies. In answer to the member for Colton’s question, in last
TheHon. R.I. LUCAS: Well, when your own leader year’s budget the government announced a significant
stood on the steps of Parliament House supporting a 16 perogram of slashing consultancy costs across the public
cent pay increase for nurses, | did not see much control froreector. We said, ‘We want to spend this money on schools,
the member for Hart in relation to that. hospitals and police services, and we want to reduce the
Mr Foley interjecting: public sector consultancy cost.’ The member for Colton will
TheHon. R.I. LUCAS: Your leader, the Leader of the be delighted to know that last year, 1999-2000, the estimated
Opposition, on the steps of Parliament House, together withublic sector consultancy costs were about $105 million. We
the shadow minister for health. There was not a whimpeare very pleased to be able to report that for this year, 2000-
from the member for Hart. There was not a bleat on thes@1—and we will wait for the results at the end of the year—it
issues from some of these culprits on the other side of thimoks like being a reduction to about $76 million, and that is
chamber. Itis sensible that one does not reveal the extent afreduction of almost $30 million in the year.
provisioning that one makes for wages. Instead of getting it down to $65 million, which was the
An honourable member interjecting: $40 million cut, because of the rigorous nature of what we
TheHon. R.I.LUCAS: That will depend on, for have done across the public sector, we now look as though
example, the success of wage negotiations with public sect@otentially we will get that public sector consultancy cost
unions. As | highlighted in last year’s budget speech—  down to under $50 million, and that is a reduction in costs of
Mr Foley interjecting: more than $55 million in two years. We believe that for next
TheHon. R.I. LUCAS: That s a silly response from the year the total public sector consultancy cost will be less than
member for Hart. Again, it does not give us much confidenc&50 million, and we will be driving that hard to make sure
about his knowledge of the Treasury portfolio if he says thathat we get it as low as possible. | will be aiming for some-
we have signed off on most of the negotiations. He does ndhing lower than the $50 million number, as will the ministers
realise that every two years or so enterprise agreements coraeund the table. We put the challenge to the member for
around to be renegotiated. | think he thinks they are lifetimeHart; he has until 10 o’clock tonight. At the beginning of
enterprise agreements with the government on which the Jamoceedings, he was given the opportunity to make a
McMahons and the John Gregorys of this world are happy tstatement—and we will be happy to make provision later in
sign off in perpetuity. They come up every two years or sothe day for him to do so again—as to where these claims that
member for Hart, and we have a number of those coming ughe Labor Party has been making can be demonstrated
within the next year or two, and that will therefore impact onanywhere in the budget papers.
next year's budget and the following year’s budget. We will  All the budget papers are on the table, and the challenge
not be the soft touch that the member for Hart sounds awe are putting to the member for Hart is: where can he justify
though he might be, and we can only warn the people ofhe statement that the Leader of the Opposition, the member
South Australia through this fearless media that will befor Ramsay, made on Channel 7 on 31 May, when he said
reporting the proceedings of the budget estimates today thttat hundreds of millions of dollars were being spent on
that might be the approach of a potential alternative Laboconsultancy? Even though the honourable member knew that

government. that statement clearly was not true, he continued to make the
Mr Foley interjecting: claim that the Labor Party would spend more money in
The ACTING CHAIRMAN: Order! The member for education and health by cutting into the hundreds of millions

Hart is out of order. of dollars this government was spending each year on

Mr CONDOUS: | refer to Budget Paper 3, page 4.4. consultancies. It certainly was not even hundreds of millions
There have been an enormous number of letters to the editof dollars in the first place, but we have this spending level
expressing concern about the level of consultancies and thlimwn to under $50 million. That is the target for next year,
money spent on them. | know that the Treasurer has listenezhd the challenge, should they choose to take it up—in the
to these concerns. The Treasurer, on behalf of thaords ofMission: Impossible—is for the member for Hart to
government, made a commitment last budget to reduce trdemonstrate, by using any of the budget papers, that what the
level of consultancies by $40 million over the next two yearsLeader of the Opposition is saying about consultancies is
Is this commitment on target? true, and he has until 10 o’clock tonight to do so. If we get to

TheHon. R.I.LUCAS: As | said, we will wait for the 10 o’clock tonight and he has not been able to do so, clearly
whole day today. The member for Hart, and | understand wéhat will be a concession by the opposition that what the
might be graced with the presence of the Leader of théeader of the Opposition has been saying for the past few

Opposition later through the day— weeks is not true and cannot be backed up by any factual
An honourable member interjecting: evidence from the budget papers.
TheHon.R.I.LUCAS: You don't think so; | am Finally, | can understand the Labor Party’s sensitivity on
disappointed. this issue, because the common trick of oppositions, in
Mr Foley interjecting: particular Labor oppositions, is to say, as the Leader of the

TheHon. R.I. LUCAS: We would welcome it. As I said Opposition has been saying, ‘We will spend more money on
at the outset when | made the statement, | want to give asducation and health by slashing into consultancies.

much time to the member for Hart who has— Hundreds of millions of dollars—
An honourable member interjecting: An honourable member interjecting:
TheHon. R.I. LUCAS: No! TheHon. R.I. LUCAS: That's right. The member for
The ACTING CHAIRMAN: Order! Peake just conceded it. It is on tHansard record. A senior

TheHon. R.I. LUCAS: The member for Hart has the member of the opposition, the member for Peake, has
opportunity to be able to explain this untrue claim that hasonceded that that is right. Their strategy is to run around
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saying, ‘We will spend more money on education and health TheHon. R.I. LUCAS: The member for Peake by way
by slashing into the hundreds of millions of dollars spent orof interjection asks whether we are cutting health and
consultancies.” The problem for the member for Peake andducation: next year’s budget has $440 million more for
for the Leader of the Opposition is that hundreds of millionshealth than 1997-98. | think the equivalent figure for
of dollars is not being spent each year on consultancies. Negtducation was $280 million (something like that). If that is
year, less than $50 million will be spent on consultancies. Sarrong, | will correct the record, but | think the similar figure
we have had the concession. | am delighted with the membéor next year is of the order of $280 million more than in
for Peake. | hope he will stay with us until 10 o’clock 1997-98.
tonight— Mr CONDOUS: My final question relates to Budget
Mr Koutsantonis interjecting: Paper 3, page 4.2. One only hopes that the low interest rates,
TheHon. R.I.LUCAS: Excellent! Itis invaluable to have which the community is enjoying at present, can continue, but
the member for Peake here. The challenge remains; | will nakhat are the interest rate assumptions in the budget and, even
say any more. We have met our targets and more. We araore importantly, would the Treasurer know in monetary
now waiting for the member for Hart to try to defend his own terms what the impact would be on the budget if interest rates
leader in some of the statements which we believe are just npdse by 1 per cent?
true, and the Leader of the Opposition knows that they are not TheHon. R.I. LUCAS: On the new much lower net debt
true. figure that we have for the non-commercial sector, | am told
Mr CONDOUS: | probably am speaking on behalf of all a 1 per cent increase would be worth about $23 million. It
members of parliament in relation to my question. | refer tadepends on how you define it, whether it is the general
Budget Paper 3, pages 4.4 to 4.5 and 9.7 to 9.8. With thgovernment sector, the non-commercial sector or the non-
budget always in danger with salary increases, what is thfnancial public sector; but, if | can give that caveat, for the
government provision for wage and salary increases whilsion-commercial sector it is worth about $23 million. That is
still keeping the budget in line? a significant increase. It is about a third of what we collect
TheHon. R.I.LUCAS: | can only repeat, in part, some from the community in the emergency services levy. | think
of the response to the member for Hart's question, but | camy budget statement highlighted that, if we maintained state
say, contrary to some of the interjections from the membenet debt at the levels that we inherited from Labor, obviously
for Hart, that the government has in the forward estimatea 1 per cent increase in interest rates would have been
period—and obviously we have brought down a budget fogatastrophic for a small budget such as our own. | have just
the next three or four years—a significant number of wagéad confirmed that the increase in education spending next
agreements which we will have to negotiate and which willyear compared with 1997-98 was indeed $280 million, which
impact on our forward estimates. We have Public Servicgs the figure | used earlier.
executives from 1 July this year; we have wages parity inthe The ACTING CHAIRMAN: In relation to the member
second half of next year; we have teachers in the second halfy peake’s query a while ago, members can preface their
of next year; we have medical officers from 1 January 2003guestions either with a comment about the previous answer
and then we have police and nurses again in 2004. As Wgyr by way of an introduction. We allow that, but it is at the
look at this forward estimates period of four years—we hadjiscretion of the chair.
to bring down a budget not just for next year, but a budget \r FOLEY: Treasurer, can you explain a paragraph in
which underpins the next four years—we have had to makgyqget Paper 3, page 2.9, which states:
§enSIb|¢ provision within those budgets for modest increases The government has allocated $100 million over seven years to
in salaries. ) _ fund the salinity program. This is the state’s contribution to the
As | indicated in our first budget of around about 1998, theNational Action Plan for Salinity and Water Quality which commits
government in its second term changed its approach to wagapenditure of $1.4 billion over seven years to addressing the
and salary provisioning. For at least the first three years, weoblems of salinity.
basically said that we would budget for zero wage increaseshis is the bit | would like you to clarify for me; | am having
and any wage increase had to be paid for by expenditura little difficulty in getting my mind around what you are
reductions within the agencies. For example, in those firssaying here. It continues:
three years within health or education there was no central gach year it is intended that the expenditure will be offset by
provisioning for wage and salary increases: they needed to beductions in payments for past superannuation liabilities. This
paid for through reductions either in teacher numbers or imeans there will be no net impact on annual budgets. _
numbers within the human services sector. In the end, that. The reductions in payments for past superannuation liabilities
was not a policy that could be sustained for any length oggrggfgﬂobftgj?:%%%Eéﬂaymems of proceeds from the sale of Ports
time. Towards the end of the first four years that policy was e . . .
changed, and, in the start of the second four-year term, wEhe difficulty I'am having is that, if we are allocating
have made modest provisioning for wage and salary increase400 million over seven years, in the wildest estimates of
for all these public sector groups in our forward estimates,21Yone’s valuation of the Ports Corporation | do not think
What | said in the budget speech—and | repeat today—i&'eY have put it anywhere near that figure. Can the Treasurer
that should there be wage and salary increases above thd@Plain to me how you—
modest levels of provisioning—and, for the reasons | outlined The Hon. RI. Lucas interjecting: _
earlier, | am not prepared to indicate what they are—then that Mr FOLEY: | may be missing something, but can the
would be a pressure on the budget which would have to b&reasurer reconcile that statement for me?
met out of the modest provisioning we have for contingen- TheHon. R.I. LUCAS: Sorry, the member went on to
cies, through expenditure reductions in particular agenciesay, ‘No-one in their wildest imagination believes the
or a whole of government expenditure reduction such as sonfeortsCorp will be worth’—what figure?
of those referred to earlier. Mr FOLEY: $100 million over seven years—
Mr Koutsantonis interjecting: TheHon. R.I. LUCAS: Yes.
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Mr FOLEY: The Treasurer is saying in this paragraph TheHon. R.I.LUCAS: No, you did. We did. In the

that it will be funded from the sale of the PortsCorp. debates and the discussion that we had with all interested
TheHon. R.I. LUCAS: Yes. parties at the time, we explained that this would be the
Mr FOLEY: What | said was— process. | know from discussions that | had to have with
TheHon. R.I. LUCAS: You don't think the PortsCorp some interested parties on the legislation that this complicated

is worth $100 million? process had to be explained over and again. The simple
Mr FOLEY: I don't know. Sorry, it is $100 million over reality is that the $100 million over seven years funds our

seven years. program. We get the proceeds of the Ports Corp and,
TheHon. R.I. LUCAS: Yes; itis not per annum. obviously, we hope that it will be more than that. But let us

Mr FOLEY: Sorry; that is my mistake. However, the say that we get $100 million exactly: that goes in as an up-
Treasurer is saying that the sale of the Ports Corporation wiffont payment, in essence, that puts us ahead of schedule in
more than compensate for the shifting of the superannuatiomrlation to the 40 year plan to repay unfunded super each year
liabilities. for the next seven years.

TheHon. R.I. LUCAS: ltis a difficult area, and | am not Mr Foley interjecting:
surprised tlhalt the .member fqr Hart is having difficulty  TheHon. R.I. LUCAS: Exactly. We would have had
wrestling with it, but if the confusion for the member for Hart ,qgeted a past service superannuation liability, which comes
was whether it was $100 million over seven years— out of each year's budget. There are a few complications in

Mr FOLEY: No, that was my mistake. = this at the edges, in terms of the earning rate of the fund and

TheHon. R.I.LUCAS: No, we are not talking about & ,nse sorts of things, but that only complicates it even further.
PortsCorp worth $700 million. _ Put simply, it means that each year we can reduce roughly by

Mr FOLEY: No, that is not what | said. However, the ¢4 million, or whatever the adjusted sum is, from our past
Treasurer is saying that the sale of the Ports Corporation Willeryice superannuation. For each budget in future years there

fully fund the government's salinity program. is this capacity to help us with the funding of the program,
TheHon. R.I.LUCAS: In terms of the best estimating— 54 it is a seven year program.

Mr FOLEY: The way you are working it through the . , .
AR . - Getting back to the honourable member’s explanation of
superannuation liabilities: that is what | am getting at. his origir?al question, | would have thoughtp that this

TheHon. R.I. LUCAS: The figure has been reached in 2 . . S
terms of the best estimating that the Minister for Governmen%100 m|II|on for clea}nlng up the Murray is a bipartisan
mmitment. Certainly, this Treasurer welcomed the

Et%teerr Er_'sfsnﬂ?“g'\f’eai\gstﬁ;sg:rﬂg etﬁlll((r'g%vtso J}rigasatjr%aq itiative from the Premier. | did not sit back over the VB at
; ! b ome dreading it: | thought what a terrific job the Premier

statement is really the product of legislation that went throug. had done. Here we were cleaning up the Murray. It is sad that

the parliament some months ago. It was actually included 'Y potential Treasurer in similar circumstances would go back
the Ports Corporation bill itself, was it not (and | am going% P 9

P o or another VB—not even a South Australian beer, which is
mem 27 ’
on memory)? This issue of the $100 million was wrapped u ery disappointing nd bemoan the fact that a Premier had

in that particular debate and discussion, and we publicly. R b )
announced that figure at that particular time. Certainly, t I%rr‘f:ya_?r'ggg:fraer;tsb#:g’sq ﬂgl\lgr%%Tgﬂgﬂ;?;gglsg?oﬁptagi
answer the honourable member's question, no-one e\%e VB and the television in their home and bemoaning what

knows until you reach afinal process, but so far we have hag ~. . . X L
no evidence to indicate that the provisioning originally eir potential leaders might do—marginally more vision than

outlined when we debated the PortsCorp bill in both house%hat' ] -
of parliament and what is now in this budget—that is, Mr FOLEY: Let us get back to electricity. Does the

$100 million over seven years—would help fund our salinitycontract fully cover the government's exposure and costs in
program. relation to electricity, or is the government carrying any

Mr FOLEY: | have not explained it very well. | very residual risk in relation to the contract, such as allowing

rarely have sympathy for the Treasurer, although sometimdgterruptability in power supplies at times of high demand?

I have more than he realises. On, I think it was, a Friday night-@" the Treasurer give us some details of the contract?

I was sitting at home after a long day. | had cracked a stubbie TheHon. R.I. LUCAS: | will need to take advice from

of VB, sat back to watch the 6 o’clock news, and there weMinister Rob Lawson, who managed the negotiations. |

had John Olsen. | saw the Premier step off that plane, as tderstand that all those significant risks are not taken by

often does. He doorstopped at Adelaide airport and he Saigpvernment agencies. As | said at the time when | announced

‘I've signed off for $100 million for a salinity program.” the contract on behalf of cabinet, we are actively engaged
The next question was: ‘How are you going to pay it?’ Hewith retailers in our own agencies, looking at how we might

said, ‘Well, I'll have to give the Treasurer a ring to work that be able to use embedded generation within government

one out. | thought that was very unfortunate for Robert, todepartments and agencies, demand site management, to try

have to receive that call on the weekend. Maybe the Treasurt® reduce electricity costs.

should not send the Premier off to these conferences without Going back on my history as Minister for Education, |

the Under Treasurer or himself in tow. Why is the Treasureknow that we did utility cost saving pilots in a number of our

revolving it through the superannuation loop? If we are goinggovernment schools, and they saved between 15, 20 and in

to get a lump sum from the sale of Ports Corp, why is that nosome cases 25 per cent in terms of their electricity costs

put aside for salinity? Why is the Treasurer bringing itthrough simple things like turning off lights and not leaving

through the superannuation loop? | am at a loss to understahéaters on. As to some of the options that were put by some

that. of the retailers for the contracts, which involved significant
TheHon. R.I.LUCAS: It is because the parliament pool price risk in certain circumstances for the government
required that of us. The legislation— departments and agencies, there is none of that in the

Mr Foley interjecting: government departments’ and agencies’ contracts.
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If the honourable member asks whether we have agreddansard if you like. He asked what the outcome on balanced
in certain circumstances to get a cheaper price by usingudgets would be if shadow spokespersons’ apparent
existing generators or something like that, | would need tgromises were carried out. It is a hypothetical question and
double check. I do not believe that would be widespread, ifie has no responsibility for it in this House.
it happens at all, but | would have to check with the minister. The ACTING CHAIRMAN: Will the member for

Mr FOLEY: I refer to Budget Paper 3, appendix E, table Goyder repeat the question?

E.2, which shows that the cost of the payroll tax training Mr MEIER: After the preliminaries, my question was:
rebate in 1999-2000 was $16.8 million and is budgeted to beshat capacity is there in this budget to maintain balanced
$12 million in 2000-01. Will the Treasurer advise the budgets and deliver all this additional expenditure?
committee (either today or subsequently) what figure has Mr Koutsantonis interjecting:

been allowed in the forward estimates for this rebate inthe The ACTING CHAIRMAN: Order! The Treasurer will
years 2001-02, 2002-03 and 2004-05? Supplementary to thafaswer the question, not the member for Peake.

whilst looking at rebates, there are two other rebates on which The Hon. R.I. LUCAS: The sensitivity of the Labor

I would like some information. Party, trying to gag debate in estimates! We have a senior

One is the export rebate, which in 1999-2000 wasmember of the Labor Party—
$3.7 million and which is budgeted to be $4 million in 2000-  Mempers interjecting:

01. Will the Treasurer provide the committee (today orata The ACTING CHAIRMAN: Order! The committee will
later stage) with those figures over the forward estimates ¢fome to order.

2001-02, 2002-03, 2003-04 and 2004-05? Finally, as a further The Hon. R.I. LUCAS: We have a senior member of the
supplementary question, will the Treasurer provide thg apor party trying to gag debate on the budget estimates. It
forward estimates for the farm transfer exemption? That is thg yery disappointing.

one where people can transfer the farm to their son, cousin, s/ Koutsantonis interjecting:

friend down the road or someone else whom they have known 1o ACTING CHAIRMAN: Order! The member for

for some tim%andknot pay stamp duty. I am happy for thos@ ke is out of order.

guestions to be taken on notice. . -

TheHon. R.I. LUCAS: In relation to the out years, | will fiveTrz?nﬂ?ens.Ell' LUCAS: Exactly. For the first hour and
need to take that on notice and bring back a reply. As the Mr Koutsantonis interjecting:

honourable member has acknowledged, the amounts for )
1999-2000 and 2000-01 are there, which will give a roug The ACTING CHAIRMAN: Order! The member for
eake will come to order.

order of magnitude, albeit acknowledging that the traine ) "
rebates, as a result of decisions that were taken in last year’s TheHon. R.I. LUCAS—the opposition concentrated on

budget, have seen a reduction in the total costs of that. Ti‘r deral issues and opinion polis, and the member for Peake

government had a look at the provisions that related to that'@/1€nged the government to hold an early election.
articular scheme and schemes and believed that it needed to

Ee tightened. As a result of that tightening, we have seen a | n€Hon. R.I.LUCAS: "Absolutely, he says.

significant reduction in the total cost of that scheme. The ACTING CHAIRMAN: Order!

In its original intention and continuing, it is a very  1heHon.R.I.LUCAS: Now he is complaining about not
worthwhile scheme, but we thought that it was beingaddressing issues in the state budget. _
broadened in some areas beyond what the original intention The ACTING CHAIRMAN: Order! The Treasurer will
might have been and should have been, and we took decisi@@SWer the question. _ _
action in last year's budget, and the benefit of that is seenin TheHon. R.I. LUCAS: Thank you, Mr Acting Chairman.
table E.2. | am happy to take all those other questions oFfven the member for Peake—
notice. Members interjecting:

Mr MEIER: The Treasurer would certainly remember ~ The ACTING CHAIRMAN: Order! There is far too
and most of us would remember that prior to the Liberaimuch noise in the committee. The members for Hart and
government taking over, the previous Labor government waBeake will refrain from interjecting. The Treasurer.
overspending its budget by about $300 million each year.1 TheHon. R.I. LUCAS: Even the member for Peake is
recall, particularly in the past two years (it might have beermildly embarrassed at his inconsistency during this question.
before that), most shadow ministers have supported signiflt is a very important question in relation to whether there is
cant additional expenditure in their portfolio, so it looks ascapacity to balance the budget, as governments and alterna-
if the thinking of budget blow-outs is still in their minds. tive governments are promising, and to engage in wild and
What capacity is there in this budget to maintain balancedininhibited spending, as shadow ministers and other members
budgets and deliver all this additional expenditure that th@f parliament are predicting. Without going through all the
opposition seems to want? There are various lines, whictletails—I do not want to take up the time of the committee
might take me a little while to point out. We could start with any more than | have to—Labor commitments in the latest
item 4.4 in Budget Paper 3 in relation to wages. AEU journal about lower class sizes from the shadow

Mr KOUTSANTONIS: On a point of order, sir: the minister for education and statements by the shadow minister
Treasurer has no responsibility to this estimates committefor health about additional spending in human services are
or this House for any statements made by oppositiofust two of very many commitments being given by the Labor

Mr Koutsantonis interjecting:

spokespeople. Party. | know the sensitivity of the member for Peake,
The ACTING CHAIRMAN: | took it as a preface to the because he knows—
question. Mr Koutsantonis interjecting:

Mr KOUTSANTONIS: His question was directly about ~ TheHon. R.I. LUCAS: There is a lot in the budget about
statements. He did not write it down; he just read it outbalancing the budget—
verbatim. | know what you said; you can read it from  Mr Koutsantonis interjecting:
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The ACTING CHAIRMAN: | warn the member for and he has embarrassed himself. It is for his colleagues to
Peake. If you want to try me on, the parliament will be heremeasure his performance this morning, but it has not been

again tomorrow. Say it again; try me. impressive. What it has to do with the budget is that page 4.5
Mr FOLEY: On a point of order, sir: what was that of Budget Paper 3 is an important part of the state budget. If
comment you made there? the shadow Treasurer does not think that trying to ensure
The ACTING CHAIRMAN: | warned the member for modest wage increases in the public sector over a period of

Peake. He was reflecting on the chair. time is an important issue, it will be very disappointing for
Mr FOLEY: Then what did you say? any future government to which the shadow treasurer might
The ACTING CHAIRMAN: It does not matter what | be a party. One of the challenges for any government is to try

said. to ensure modest public sector wage growth and that you do
Mr FOLEY: No; what did you say after that? not have a blow-out, in particular compared to private sector
The ACTING CHAIRMAN: Order! The member for wages over a period of time.

Hart will resume his seat. The Treasurer has the floor. This budget paper at page 4.5 and some other information
Mr FOLEY: What did you say after that? we have indicate that in the period between August 1994 and
The ACTING CHAIRMAN: | was speaking to the February 2001 the public sector average weekly ordinary time

member for Peake. The Treasurer will continue. earnings of full-time adult employees (that is an ABS

TheHon.R.I.LUCAS: | do not want to delay the measure) grew at an average of 4.7 per cent per annum. It was
proceedings of the committee, but all of this unruly behaviouthe most moderate wages growth of all the mainland
from the opposition just means that they do not have anyustralian states, below the national rate of 4.9 per cent. At
questions on the budget. | am disappointed that this is the begte same period Victoria had an increase of 5.3 per cent,
they can do. Itis a simple point. Without going through it all, Western Australia 5.4 per cent and New South Wales 5 per
because we have documented— cent. So, public sector wage increases have been modest in

Mr Foley interjecting: comparison with other public sector wage increases in other

The ACTING CHAIRMAN: Order! The member for states. Some similar figures which | do not have at my
Hart is out of order. The Treasurer will answer the questionfingertips but which | am happy to provide on notice show

Members interjecting: that it varies, but over a recent period of time the public
The ACTING CHAIRMAN: Order! The committee will  sector wage increases in South Australia have been modest
come back to order. compared with private sector wage increases. | will take that

TheHon. R.I. LUCAS: The government has documented on notice and bring back a reply.
all the promises and commitments in relation to these issues.

I will not delay the proceedings today by going through all [Sitting suspended from 1 to 2 p.m.]
of them. All | can say is that there is no way that we have the .
capacity in the budget to pay for all of these additional Membership:

expenditure items and still have a balanced budget. The only Mrs Geraghty substituted for Mr Koutsantonis.
way it can be done is through a significant blow-out of the
budget deficit. TheHon. R.I. LUCAS: | took on notice the member for
Mr MEIER: | notice that under the heading of ‘Wages’, Goyder's question in relation to public-private sector wage
Budget Paper 3 states that the largest single outlay fdncreases. Public sector wages growth in South Australia
government is wage and salary costs. It follows therefore thagince November 1997—so the second term of this
any significant unbudgeted movement in wage costs woulgovernment—has been 17.9 per cent, just below the compara-
adversely impact on the government— tive private sector wage growth figure of 18.9 per cent. The
Mr FOLEY: | take a point of order, sir. We have already point | was making before lunch—and | will not labour it—is
had this question; can they at least get their questions rightbat it is important to ensure that wages growth, to the extent

Members interjecting: it is possible, is kept at a modest level. One measure of that
The ACTING CHAIRMAN: Order! The committee will has been movement in other states of public sector wages (I
come to order. highlighted that before lunch) and this measure in the past
Mr FOLEY: He's already asked the question. 3% years is a measure of the comparison in South Australia
The ACTING CHAIRMAN: Order! with the comparative private sector wage growth figures.
Members interjecting: Mr FOLEY: | have a question | should have asked at the

The ACTING CHAIRMAN: Order! The member for outset. The minister can take this question on notice: could
Hart is out of order and the member for Goyder is out ofthe minister list all consultancies let during 2000-01,
order. indicating to whom the consultancies were awarded; whether

Members interjecting: tenders or expressions of interest were called for each

The ACTING CHAIRMAN: Order! The committee will  consultancy; if not, why not; and the terms of reference and
come to order. It is five minutes before the luncheon breakcost of each consultancy? Secondly, what are the amounts
| suggest the committee all take a deep breath and calm dowptovisioned for consultants in your portfolios for 2001-02,
little. The member will ask the question and the chair will2002-03, 2003-04 and 2004-05.
judge whether it has been asked before. I will make a brief comment on the banter which occurred

Mr MEIER: Without further explanation, my question prior to lunch about Labor governments in office and budget
is (listen carefully): how do South Australian public sectorpromises, and whatever. Obviously, the Treasurer is not able
wage increases compare with the private sector? to be in this place when we mention issues relating to

TheHon. R.I. LUCAS: There are significant amounts of budgetary matters. The Labor Party is committed to working
egg on the member for Hart's face. The member for Hartithin your budget parameters and forward estimates. The
made an unfair reflection on another member by indicatindg.abor Party will fund its initiatives at the next state election
that he was asking a question that had already been askdchm within existing resources. Labor will deliver your



21 June 2001 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 97

balanced budgets as you have outlined them for this yearand Mr FOLEY: What is SAFA's new debt to equity ratio
for the forward estimates period, as the starting point; and or@nd how does this compare with other financing authorities
would hope to improve on the balanced position of then New South Wales, Queensland and Victoria?
budgets, but certainly your balance becomes our balance and The Hon. R.I. LUCAS: | am advised that as at 30 June
your parameters become our parameters and we will not Hast year, which was when a lot of this work was done in
working outside those parameters. terms of comparing us with other equivalent organisations in
That should put to rest, once and for all, any suggestioother states, SAFAS equity as a percentage of total asset ratio
by you or others that Labor would do anything other tharwas 1.7. In Queensland it was 0.9; Victoria, 0.7; Western
that. The reality is that | have a confidence in my abilities, toAustralia, 0.5; Northern Territory Treasury Corporation, 1.5;
the extent that | think | can identify sufficient savings within New South Wales Treasury Corporation, 0.1; and Tasmania,
your parameters to fund any programs that Labor may choogg?2.
to announce during the course of the election campaign. lam Mr FOLEY: As at 30 June 20007
more than confident that there are adequate savings to be TheHon. R.I. LUCAS: Yes.
made from agencies within government, and | look forward Mr FOLEY: Can you provide estimated figures? |
with relish to the opportunity to start a review process—suppose we will have to wait for the annual report for this
should we be lucky at the next election and be successful—tgear.
strip away some of those areas of government expenditure TheHon. R.I. LUCAS: We will have to wait for the
that | am confident can be identified and would be betteannual reports of the other states. We do not have those
spent on Labor priorities. So, let us not have any nonsengeports, but we are not aware of significant movements. In
about Labor’s spending going into the next state election. relation to ours, the back-of-the-envelope estimate is that it
My question is about SAFA. SAFAs contribution to the might be marginally higher than 1.7 as at 30 June 2001, but
budget in 2001-02 is forecast to increase from $31.5 milliorwe do not know what the other states have done. But on that
in 2001 to $110 million in 2001-02. What are the componentgneasure, we were more than adequately provisioned.
of this contribution, that is, annual distribution and a one-off Mr WILLIAMS: In relation to the government’s
reduction in SAFA’s capital base? objectives in involving the private sector in development of
TheHon. R.I.LUCAS: | think that was the second infrastructure, can you indicate what public investment
question. | did not get a chance to answer the first questiofProjects have been nominated as public/private partnerships

Mr FOLEY: No; the first question was a preamble. and say what is the total value of these projects nominated in
TheHon. R.I. LUCAS: | did not get a chance to answer the 2001-02 budget? ) )
the first question. TheHon. R.I. LUCAS: | will be as brief as | can. One

Mr Foley interjecting: could speak at great length in relation to Partnerships SA. It
TheHon. Rl LUCAS’ Okay, so the question is in is essentially driven on the back of initiatives which the

relation to SAFA. | was concentrating on the member’s firs@overnment and _its _offi_ce_rs have seen in the United Kingdom
question (which was evidently a preamble) and not thémd some otherjurlsd!ctlons and which have been taken up
second. My Treasury officers, who believe they understood°"® recently in \f!ctorla and New Soyth Wales. Sor.ne.of the
the member's question, say that the answer is 38. If off'dePendent studies in the United Kingdom have indicated
checking theHansard record | believe we have not fairly 1at Projects that have been suitable for public/private
interpreted the honourable member’s question and there i rtnershlp:s have dedh;/e[edd.f.avmlgs in the ordter OIhl?j to
different answer, | will undertake to clarify that response. '?ﬁ;C%T/eigmgﬁ{iasoa;?]ougzg d?;ot%lérfﬂdenetmg eorss. |

Mr FOLEY: I identified what the annual distribution was. 9 get papers—

I wanted to know the components of the contribution, that issvgrgOtrzu;er‘gzljhtlc()*c]:oonns?csiéfllgc:lr(]ir? n:tThb:r gé@??sjéﬂegsv{ﬁe
annual distribution and a one-off reduction in SAFA's capital prep 9 Proj

Investigator Science and Technology Centre; the State
base. . . . Aguatic Centre; the Glenelg transport corridor, particularly
TheHon. R.I. LUCAS: The Treasury officers’ advice is ’ ’

that 38 of the contribution is the reduction in the capital base&fl | é;am:;;ir;gl -C;ﬁzaﬁev\\(/ov%hmzslsng]r?scc):ngn;;e\;/vgf al:e;rc())riséa
Mr FOLEY: Sorry, | was not listening properly. ' ;

- ; police stations in country and city areas. With the more recent

TheHon. R.I. LUCAS: As | said, | did not hear all the - gyamples in Victoria, particularly the Victorian court
explanation. If | need to clarify that in the fullness of time, ¢omplex, with partnerships UK/SA or Victoria, or wherever
having looked at the transcript, | will expand on the answef; hanpens to be, the original incarnations were seen as ways
within the normal time frame. o of delivering projects such as transport projects and others.

Mr FOLEY: You were thinking of a political reply tomy cearly, the fact that Victoria has managed to accomplish
preamble, weren't you? You should have been concentratingsme ‘private sector infrastructure involvement in projects
on my question. o such as the courts complex demonstrates that the method has

TheHon. R.I. LUCAS: No, I was thinking of whether | the capacity used across a broad number of portfolio areas.
was going to answer your question on consultancies. | havenat has certainly been the case in the United Kingdom under

the answers here. Prime Minister Blair. | think in the budget speech | used a
Mr FOLEY: Well, you can if you like but it would be figure of $A40 billion worth of projects that the UK
better to have them on notice. government has got up involving public/private partnerships.

TheHon. R.I. LUCAS: We would waste the time of the ~ We have established a small unit in Treasury and Finance.
committee, | think. The major carriage of the projects will rest with the agencies

Mr FOLEY: What is the estimated capital base of SAFAthat are involved. So, if it is a hospital it is obviously the
as at 30 June 2001? Department of Human Services that will have the major

TheHon. R.I. LUCAS: | am advised that as at 30 June carriage. In terms of the whole of government collective
2001 the capital base retained earnings is $240 million. advice and wisdom as to how best to structure these projects,
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each of the agencies will be required to work closely with meRevenue SA advise me as Treasurer, and they can be
as the Treasurer, as well as with Treasury and Finance arsignificant. Some of the corporate restructure benefits that
the people within the department to provide assistance. Wether state governments have provided do place pressure on
have brought out to South Australia one of the key UK peoplé&outh Australia because a company will come to us and say,
to spend some time with our Treasury people as well as somé/e are nationally restructuring. It impacts on every state,
of the agency officers who will be involved in this areato tryand New South Wales and Victoria have given us this
to learn the good and the bad of what they did in the UK. Asexemption. You are the only state in Australia that has yet to
with any new program, there have been wrinkles in thegive us the exemption or concession.’ In some cases, that
system that have had to be worked out, and we have valugdmains the case, and we are not able to do so. In other cases,
being able to talk to that person to learn a little about thathey fit within our broad guidelines and we have been able to
before we go too far down that path. provide the concession. So, yes, we continue to provide a

Mr WILLIAMS: | refer to Budget Paper 5, volume 1, complicated scheme of corporate reconstruction stamp duty
page 3.1 through to 3.35. What has the government dormncession.
through this budget to promote the viability of the rural sector Mr FOLEY: Again referring to SAFA, SAFA had loans
in South Australia? Quite a few figures are coming out as tao the government of $5.854 billion carrying value in the year
the importance of the rural sector not only to our economy2000. The net fair value of these loans was $6.063 billion,
generally but also particularly to our exports. What are wesome $200 million higher. What are the factors contributing
particularly doing to maintain the viability of that sector? to this variation?

TheHon. R.I. LUCAS: There is awhole series of things ~ TheHon. R.I. LUCAS: The $5.8 billion is on the basis
but, again, | will not go into them during the estimatesof the common public sector interest rate that we charge,
committee. Clearly, the whole regional statement—as thevhich is the historical rate. Was it the $5.8 billion figure that
member for MacKillop would know—outlines a whole seriesyou quoted?
of spending programs for departments and agencies. | know Mr FOLEY: | am happy for the officer to answer it.
that in my own portfolio of Industry and Trade with the ~ TheHon. R.I. LUCAS: | will take up the invitation. Mr
Regional Development Infrastructure Fund and a variety oKevin Cantley can explain the $6 billion figure.
other programs which exist that significant assistance is
provided in regional communities to try to get new industries Additional Departmental Adviser:
and businesses up and going. As the member for MacKillop Mr. Kevin Cantley, General Manager, South Australian
would know, some parts of regional South Australia are haré@sovernment Financing Authority
to recognise these days compared to what they were some
years ago. The revival in some of those communities has been Mr CANTLEY: The loan to the government is based on
terrific. the commonwealth public sector rate, which is the average

In relation to the Treasury and Finance portfolio, specifidhistorical borrowing cost of SAFAs borrowings from the
provisions have been introduced by the government over thexternal market. Those interest rates have fallen, so the
years, in particular, the refinancing of mortgages on thénarket value of those external liabilities is higher than their
closing of bank branches, the reinstatement of stamp dutyook value and that is correspondingly reflected in the loans
exemption for rural debt refinancing, as well as theto the government at CPSIR. So it is effectively a pass-
refinancing of the mortgage on the opening of bank branche#rough of the interest costs and a pass-through of the market
Rather than going through all the detail of these particulavalue differences.
briefings, | am happy to provide further detail for the member Mr FOLEY: On a similar theme, as of 30 June 2000,
for MacKillop as to how those individual programs have SAFA had investments on their books at a carrying value of
assisted and our best estimates as to the number of peofié.449 million. The net fair value of these assets was
who have been assisted in those areas. It may well be &1.476 million. Could you comment on that?
opportunity for the member for MacKillop as well as other Mr CANTLEY: Itis a similar response: it just represents
country members to share some of that information amongghovements in interest rates from the time the original assets
their constituents. were purchased, so the book value is what the historical cost

Mr WILLIAMS: You have mentioned stamp duty was and the net fair value is their current replacement cost
rebates or waivers under certain circumstances for the rurathich would represent changes in interest rates since the time
community. What stamp duty assistance does the governmeifiie original asset was purchased.
provide to business in general, such as businesses that areMr FOLEY: Can | ask a question on SAAMC, the bad
restructuring to increase their efficiency? bank?

TheHon. R.I. LUCAS: Again, a significant amount. TheHon. R.I. LUCAS: Yes.

Under corporate restructuring, this government provides a Mr FOLEY: As at 30 June 2000 the bad bank, as | call
significant amount, as do all states to varying degrees. We aitt had a retained surplus available for distribution of
currently looking at our guidelines in relation to that matter.$296.9 million. What is the estimated retained surplus of
Some states legislate their guidelines for stamp duty conceSAAMC (the bad bank) as at 30 June 2001? What assump-
sions for corporate restructuring and others work off guidetions have been made regarding future operating surpluses
lines. At this stage, our intention is probably to work off and have these been factored into forward estimates?
guidelines; we have had active discussion with interested TheHon. R.I.LUCAS. | am told that the retained
parties about those guidelines, and we are moving rapidlgarnings at 30 June 2001 are about $334 million; for 2000-01
down that path. It is a difficult and complex area. Havingwe factored in $58 million; and for 2001-02, $194 million.
been the Treasurer for just over three years, | know there are Mr CONDOUS: My questions all relate to Super SA.
many arguments why one company qualifies for assistand&/hy has there been an increase in the annual administration
for corporate restructure and others do not. They are compldres to be charged to members of the Triple S scheme in
guidelines and, ultimately, complex decisions on whichrecent years?
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TheHon. R.I. LUCAS: | am advised that the administra- some time, and that is the operations of the office of the
tion fees for the Triple S scheme are determined by the SRublic Trustee. | appreciate that that comes under the
Superannuation Board. Since October 1996 the board hgertfolio of your colleague the Attorney-General. What
embarked on a significant program of updating administratiotvothers me with the Public Trustee is that we have under
and member services to meet the needs of members to try tmanagement in the Public Trustee, | understand, somewhere
provide a level of service equivalent to that in the superanin the order of half a billion dollars of assets.
nuation industry generally. Further enhancements are planned | 3m advised, and from discussions and investigations |
by the board to ensure that the administration fees charged (e made, that, in effect, the Public Trustee runs its own
members are sufficient to cover the costs of administratiofnds; it picks its own stocks, it chooses its own allocation of
services provided, and the board recommended an increaggset classes on behalf of, obviously, the people whose assets
in the administration fees to be charged to members. The fegge tied up with the Public Trustee. It does that under statute
that apply for this year are $50 for a member who has hadng it has done this for many years under statute, under
active membership during the year and $40 for preservegovernments of both persuasions. From my point of view,
accounts. All accounts are subject to a minimum fee of $10hat worries me because | think that, particularly given the
I'am further advised that the administration fees compargyperiences of the 1980s with the bank and SGIC and
more than favourably with the fees set by comparable majofnatever else, having such a large amount of money—which
Australian superannuation schemes. ultimately the Public Trustee would argue is not the

Mr CONDOUS: Relating to Budget Paper 3, page 7.13,government’s money but ultimately it provides a guarantee
what is the increase in the superannuation guarantee frogy, therefore, it is the government's money—there is an
8 per cent to 9per cent of salaries going to cost thgyerwhelming case for governments to look at consolidating

government in July 20027 _ _ those funds, logically under Funds SA or some other
TheHon. R.I. LUCAS: The simple answer is that the mechanism.

estimated cost to the government of that increase in the
guarantee from 8 per cent to 9 per cent of salary is abo

$22 million per annum. That has been included in our budge%
for forward estimates.

Have you given this issue any consideration? As | said,
is is not a trick question or a criticism at all but it is just
omething that | think governments should have a very close
Mr CONDOUS: My final question again relates to look at, because | fear that it is less than satisfactory to have

- ; ; an operation where a particular arm of government is able to
Budget Paper 3, page 7.13. What s the increase in the levgi. o ey run its own fund in such a manner. | think that the
of employer support from 9 per cent to 10 per cent for

contributory members aoing to cost the government from isks involved are unacceptable, notwithstanding that this
July 20029y going 9 peration has performed very well to date.

TheHon. R.I. LUCAS: | am advised that the cost is _ _TheHon.R.l. LUCAS: My recollection is that we had
$5 million but that that is a component of the $22 million cost Prief discussion about this either during last year's estimates

referred to in the answer to the member’s previous questior®' the estimates before. Certainly, without talking about the
Public Trustee—there are a number of other bodies or

Additional Departmental Adviser: agencies—the government has contemplated policy options.
Mr R. Harper, Chief Executive Officer, Funds SA. As | understand it, it is not possible under the current Funds
SA legislation for this to occur. There would need to be a
Mr FOLEY: | have just a couple of questions of the change in policy, first, and then a change in legislation. The
Treasurer. First, could you provide for the commit-member is right: part of this question obviously needs to be
tee—obviously not today—a list of all fund managers thatdirected towards the minister in charge of public trustee, the
your funds are placed with; if you could just provide aAttorney-General. We have had some discussions. | hasten
breakdown on who manages what in terms of our portfolido say that | have not had any evidence presented to me which
of funds? would indicate that there were major financial concerns about
TheHon. R.I. LUCAS: | am happy to do that but it is public trustee. | know the honourable member is not suggest-
actually in Funds SAs annual report. We are happy to— ing that; | say that just in case people read Hensard.
Mr FOLEY: We do not have this year's annual report soNevertheless, governments of whatever persuasion will need
there may have been changes. That was the import of ni consider further that genuine policy question.
question. We have been through the discussion and the argument,
TheHon. R.I. LUCAS: We can certainly provide anew and there is certainly an argument about the types of moneys
list. I will check whether some fund managers have gone. that public trustee has to deal with as opposed to the types of
understand that there have been five new fund managersioneys that Funds SA has to deal with in managing estates
including Rainier Investment Management, Credit Suisseand a variety of things like that. Of course, various models
Asset Management, Business Equity Fund, Equity Partnefsiay or may not get across that issue, and all those models can
2 Trust and Technology Venture Partners No. 3 Fund. | anbe part of a potential policy option for either this or a future
advised that these are the five new managers, the last thrgevernment. At this stage we have not progressed beyond a
being very small. continuation of the existing arrangements—I hasten to say in
Mr FOLEY: | hope that is a small exposure. relation not just to public trustee but some others that the
TheHon. R.I. LUCAS: Not much exposure at all. We government is considering as to what its alternative might be,
will check whether or not any managers are not on the lisif any. Ultimately, as | understand it in virtually all of them
now that were in the previous annual report. there would have to be parliamentary debate on it. Clearly,
Mr FOLEY: With some indulgence, Treasurer, | wantto some people might be concerned about any changes to
put something on the record. This is not any criticism ofexisting arrangements. They may be quite comfortable with
yourself—because this was also the case under Labdhne existing arrangements in relation to some of these other
governments—but it is something that has bothered me faigencies and organisations.
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Mr FOLEY: That was a good answer, Treasurer. | didnot TheHon. R.I. LUCAS: | am told that in September 1996
realise that | raised the matter last year. It must be a bugbedhe government had a report prepared by the Monash
I must go back and read myansard before | start each of University Accident Research Centre which demonstrated a
these estimates so that | can remember what | said. Treasurelear link between increased enforcement, increased mass
you obviously have a better memory than I. As the Treasuramedia advertising and a reduction of the road toll in Victoria
says, it is no reflection at all on the current performers. Theuring the period 1989-1993. The government adopted a
performances have been very good to date, and it is noumber of recommendations from that report. Further
reflection at all on the administration. | am sure that theresearch has been conducted since 1998. It is now being
public trustee will read thiddansard, and that | will get conducted by the University of South Australia to further
another letter from her as a result of my raising it in anotheassess the link between mass media advertising levels and the
forum just recently, when it was pointed out to me that it wasspeed at which motorists travel. | will not go into all the
against the law to be talking about this. | would suggest thadletails of what they are looking at. However, we are told that
is why, Treasurer, you and | are in this place—to make the¢he results of that further research by the University of South
law. | take the Treasurer’s point that it is a couple of otherAustralia should be available within the next few months.
areas of government that could be brought into that discusMAC will release the details of the program at an
sion; it is a discussion worth having. international speed conference in Adelaide in August this

Funds SA was to provide $18 million to the 2000-01year.
budget, and in the end it provided $22 million. For 2001-02, Mr MEIER: | refer to Budget Paper 3 (page 8.13). What
it is to provide nothing. Can the Treasurer explain thechanges are proposed for the Motor Accident Commission?
somewhat erratic patterns of dividends from Funds SA? TheHon. R.I. LUCAS: Members will recall that at the

TheHon. R.I. LUCAS: There is a simple answer as to start of 1998 the government indicated that scoping studies
why it is not next year. This relates to the wrap-up of thewould be undertaken on a range of government agencies and
casino deal which we discussed in last year estimatesodies as to whether or not they would be privatised. In the
committee. That explains why it is not in next year’s budgetend, we indicated that different decisions would be taken for
or the budget of the year after. | will take on notice that pardifferent assets. The government announced earlier this year
of the question dealing with what, if any, difference there waghat the Motor Accident Commission (MAC) would not be
in last year's estimate and what occurred, and give aprivatised and would remain the sole provider of compulsory
explanation to the member as to why there might have beethird party insurance in South Australia. A whole series of

a difference, if any. reports was done over a number of years, all with slightly
Mr FOLEY: | have no further questions on Funds SA, varying conclusions and suggestions. Ultimately, the
which is a well managed function of government. government made the decision on that earlier this year.
| would say the fact that we do not have exposure to the
Additional Departmental Adviser: private market, in particular to HIH in terms of CTP,
Mr G. Vogt, Chief Executive Officer, Motor Accident obviously has been an issue of some benefit to South
Commission. Australian taxpayers as opposed to some other states.

However, as a result of that decision, minor changes will be
The ACTING CHAIRMAN: Minister, do you wish to  made to the operation of the CTP scheme based on some of
make any opening remarks? the review recommendations. It is intended that the legisla-
TheHon. R.I. LUCAS: No, sir. tion will be amended to confirm that MAC will be run as a
Mr MEIER: | refer to Budget Paper 3 (page 8.12). Will social fund (to use a working title rather than perhaps what
the Treasurer outline what activities the Motor Accidentmight be in the legislation), as opposed to its being a
Commission plans to implement as part of its ongoingcommercial business activity for competitive neutrality or
campaign to combat fraudulent claims? national competition policy purposes. One of the other
TheHon. R.I.LUCAS: Just briefly, in terms of the changes is that it may well be that Transport SA will take
guantum of the problem that we confront, it is estimated byover the function of providing a secretariat for the Third Party
the insurance industry that approximately 5 per cent of claimPremiums Committee, which is an independent body which
payments are paid in fraudulent claims. This represents a castivises the government on the level of compulsory third party
to the CTP fund in the vicinity of $10 million per annum. premiums in South Australia.
Obviously, the more we can do to reduce the extent of Mr FOLEY: | suspect, Treasurer, you are probably
fraudulent claims, the more we can do to reduce the size dfreathing a sigh of relief that you did not pursue your
any future CTP premium increases. privatisation plans with the Motor Accident Commission.
In 1995-97 and 2000, MAC and SGIC had successfulmagine where we would have been had HIH been a player
advertising campaigns that generated a significant number of the market here in any substantial way. | suspect that
calls from the public. Itis estimated savings to the CTP funcheither you nor | will be receiving a visit from the Insurance
will be at least $2 million. It is expected that more savingsCouncil of Australia for a while trying to convince us of the
may accrue as a humber of matters are still being followedherits of privatising our CTP funds. Following the
through by the courts. The 2000 anti-fraud campaigrgovernment’s dividend from the Motor Accident Commission
cost $115 000. In 2000, we were advised that 287 calls weris year and the coming year, what does the Treasurer expect
made as a result of the campaign, and that was much hightite accrued MAC surplus to be for 2001-027?
than it was in previous years. TheHon. R.I. LUCAS: If the question is, ‘What is the
Mr MEIER: In prefacing my question, | note that the profit or otherwise on total MAC operations for 2001-02
minister has identified some of the savings. What savingbkely to be?’, we are told that it is likely to be about break-
have been achieved by the increase in road safety mass medizen. We will know, of course, within a few days.
advertising by the Motor Accident Commission? Does the Mr FOLEY: Atthe end of June. Can the Treasurer make
minister think that is an appropriate utilisation of its funds?some comment on the issue of premiums? Obviously, there



21 June 2001 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE A 101

is ongoing pressure. What is the current thinking within  TheHon. R.I. LUCAS: We continue to have discussions
government as to the need for any further premium increassith the commonwealth and other state jurisdictions about
to sustain the financial position of the Motor Accidentwhat various governments are doing. Builders’ warranty
Commission? insurance is the one which has been raised most frequently

TheHon. R.I. LUCAS: | cannot remember exacﬂy when in relation to South Australia. ObViOUSly, a number of the
I announced it, but | think two weeks ago | announced &Pther states have had significant exposures either to workers’
4.7 per cent increase in CTP premiums. The governmer@ompensation or compulsory third party, and, in both those
takes advice from the independent Third Party Premium§ases, we either have none or virtually no exposure. The
Committee, which recommended a more significant increadeuilders’ warranty insurance is more broadly based in terms
of the order of 13 per cent. It said that the minimum breakOf the issues that are raised for some people in all the states
even premium increase that was required was 4.7 per cerd territories. As of the most recent discussions—and | just
and that is the level of increase to which the governmengonfirmed that then—the only two state jurisdictions which
agreed. | think when parliament reconvenes, if it has not beefave come up with a proposal for assisting in this particular
done already, the Minister for Transport has to table thérea are New South Wales and Victoria.
recommendation from the independent Third Party Premiums South Australia, Western Australia, Tasmania and the
Committee. As | said, on behalf of the government, | publiclyACT have not made any announcements in relation to what,
announced the government’s decision. if any, assistance they will provide. Queensland does not have

In terms of the government's feeling on third party the problem or the issue because there is.no state government
premiums, clearly from the government's viewpoint, we dooperated sc_heme;. and thg Northern Territory does not either
not want to see third party premiums increasing any mor@ecau_se builders’ |nd_emn|ty insurance is not compulsory and
than they have to. So, there is an increasing task for Mr Vodf!H did not underwrite any policies: so those two get ruled
and the board to continue to perform as well as they havBut- Atthis stage, the only two states that are providing us—
been in recent times to take as much pressure as possible off Mr Foley interjecting:
the level of the premium increase. The reality is that some of TheHon. R.I. LUCAS: Sorry, Queensland has a state
the liabilities and some of the cases that all similar funds angovernment operated scheme but it has no exposure—my
companies are facing nationally means that there is enormoapologies for that. The Northern Territory is the one that does
pressure on funds and fund activities, and the Third Partyot have it mandated. Those two states do not have an issue.
Premiums Committee has its job to do and continues to do iTwo states have announced assistance—New South Wales

It will continue to advise governments about moreand Victoria—and the other four jurisdictions, including
significant increases than the break-even level in terms dgfouth Australia, have not made any announcement. That does
increasing the solvency level of MAC. Ultimately, of course, N0t mean that nothing is happening. We are continuing to
the government and the taxpayers of South Australia are tHeéave discussions. | have said publicly, on behalf of the
people who stand behind the Motor Accident Commissiongovernment, that we start from the position that we do not
and governments will have to be ever vigilant in terms of thabelieve the taxpayers of South Australia should have to bail
balance between an appropriate level of premium increase @it privately owned corporations and businesses, which,
ensure that MAC can continue to meet its commitments, bugadly, go bang in a big way—and this looks like being a very
equally, as governments always will, with one eye on thdig one.
level of those premiums on taxpayers and car owners. One If, ultimately, there is some sort of national package where
way of doing that will be to try to see how our level of all the commonwealth, state and territory governments have
premiums measures up to other states. | do not know whethagreed to something, we would further consider our position.
we have any figures, but certainly in recent years—anywayVe are looking at what we might do if those circumstances
when | last saw them—uwe did not compare too badly with thecome about—the details—and what the cost might be for
majority of the other states. South Australian taxpayers. As | said, at least we start from

| am told that we are around about the middle of the rangéhe position that we do not believe that the taxpayers of South
for a standard car in the metropolitan area; and in the countrfustralia should have to be involved, but we see what is
we are around about the middle of the range. SO, we are an:CUrnng in the Othel’.states. Whilst none Of the Oth.er states
the highest, we are not the lowest, but we are somewhere [}s announced anything, we are led to believe at officer level
the middle. that something might be coming.

Mr FOLEY: | must have been hoeing into you on  That, of course, depends on the attitude of the govern-
electricity the day you released that and that one went throu@emsj in those jurisdictions. Both New South Wales and
to the keeper. | did not realise you had announced that/ictoria have raised money to help the bail-out through a tax
Treasurer, given that we are operating in a spirit of cooper©' & levy. In Victoria, building permits have increased, and
ation this afternoon—as | said, it is surprising what happend! Néw South Wales an insurance protection levy on
when the cameras are not around—can you indulge me? | diiSurance companies is to raise $69 million per annum to
not get the opportunity to ask you about HIH in general, andgoVver all relief, not just builders’ warranty insurance.
whilst this is not an issue relating to the Motor Accident Both those states have implemented imposts in some way
Commission, clearly you have been asked questions by tH#h part of the community to help fund (while not completely
opposition and we have asked the Premier. We have bedwnding) the cost of the bail-out that they have proceeded
waiting for some more definite response from yourWith. Itis awork in progress, if | could summarise it. We will
government as to how you are dealing with the HIH issue irfontinue to talk with the other states and territories and the
South Australia. Given that | and many of my colleagues aréommonwealth. If everyone else agrees on something, we
receiving a number of inquiries from victims, particularly in would reconsider our initial position.
the building area, is the Treasurer able to advise parliament Mr FOLEY: Are New South Wales and Victoria offering
as to where the government is at with its position? total coverage or part coverage?
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TheHon. R.I.LUCAS. We do not know the exact Mr WILLIAMS: Does the Motor Accident Commission
details, although we can try to get some information. Ouponsell any of its risk? Is that possible under the legislation?
information at this stage is that it is total cover. TheHon. R.I. LUCAS: It reinsures very significantly,

Mr FOLEY: Does the Treasurer have any indication ofyes. | am advised that all insurance companies should. We
the quantity of likely exposure here in South Australia?  cannot speak for them all, obviously, but the MAC does.

TheHon. R.I. LUCAS: Some very early work hasbeen ~ Mr WILLIAMS: | refer to Budget Paper 3, page 8.13,
done and we have asked for further work to be done to try t@nd to the paragraph about quarter of the way down the page
quantify it. Obviously, we are mindful that, if in the end we that states that, during the three years from July 1995 to June
have to be part of some sort of national package, we want d998 the solvency of the CTP fund increased from approxi-
good an estimate as we can get on what the exposure mightately 8.2 to 11.8 per cent but fell to 5.6 per cent in 1999,
be. At this stage | am not confident enough to share publiclprincipally as a result of actuarial adjustment incorporating
the early work that has been done, but it is at a modest levéhe impact of the new tax system on the outstanding claims
compared to that of other states, should we have to beost. Can the Treasurer expand on that statement and explain
involved in some sort of scheme. the impact of the new tax system on the solvency status of the

Mr FOLEY: As the Treasurer (or his officers) no doubt CTP fund?
has, | have had discussions in recent times with one insurance TheHon. R.I. LUCAS: Because of the income tax cuts
company in particular in this area of insurance. It seems téhat came into operation on 1 July last year, there was a
me that, given the collapse of HIH and the wider questiorhigher liability because after-tax claims costs went up.
about writing business in the home warranty area, only on€learly, it was a good decision for the commonwealth to cut
or two players are left in the marketplace who are, | underincome tax, but it meant that, in terms of compensating
stand, significantly increasing premiums. Does the Treasurgieople who had to have their income compensated, the claims
have any concerns that a by-product of this may well be thahat the fund had to carry were bigger, because people were
the private insurance sector will not be sufficiently cateringdoing to have more money in their pocket if they were
for the writing of appropriate insurance in this area? Thavorkers.
feeling that | was left with by this company is that this If your income is being compensated, you have to have
company itself may even reconsider whether or not it is aigger compensation so, suddenly, with a stroke of a national
area of business it wants to be involved in, and that there i&x reform package, there were increased costs for the fund.
a looming problem for governments down the track beingrhere were both pluses and minuses in the package for the
forced into some form of involvement. MAC, but that is the issue referred to there. That obviously

TheHon. R.I. LUCAS: My understanding is that there had some impact on its solvency. In terms of where we are
are two prominent companies still writing business in thisheading now, at a bit of a tangent to this debate, it was part
area. In my recent discussion with the bigger of the two, thef the discussion we had earlier about the ongoing future of
said that industry rumours were that one other insurer migh/AC. The APRA target as a minimum solvency level for a
be looking at entering the field; maybe two, but they thoughprivate sector insurance company is 15 per cent. | think the
it more likely to be one insurer that was actively contemplatnumbers we are talking are of the order of 8 and 9 per cent
ing moving into the field. | cannot offer anything more thanso, in terms of a private sector company, you are aiming at
industry gossip and discussion. | have no informed oA5 per cent and some of the private sector companies have
independent assessment other than information passed ord@ and 30 per cent solvency rates. This is a government run
me by one of the players, and their assessment was that it wagheme, so we are not aiming for the private sector level
a difficult market. solvency rates, but clearly the third party premiums commit-

The industry view was that, clearly, one of the reasond€€ has been recommending that the premiums go up to try
why HIH got into problems was that their level of premium © g€t closer to that 15 per cent. o
income was not meeting the liabilities they were incurring I the light of this legislation and the changes I highlighted
and, whilst there was concern about the level of price increagg@rlier, in our own operations we are looking at potential
that other companies were charging, these companies wefganges in what a sensible target solvency level might be,
actively convincing governments and government officergvhich would be lower than 15 per cent. We are currently
that their level of increases had been factored in and taken kgoking at what that level of solvency might be, but obviously
board level prior to the HIH collapse in February or Marchit would be closer to where we are now. Obviously, to our
this year; that they had realised that the level of premium foPest extent, the better the performance of the board and

this business had to increase relatively significantly to ensur@anagement, the less pressure there will be on both the
that they had a viable book. premiums and solvency. They are all interlinked in some

Mr Hill advises me—and it is worth placing on the W& and clearly the board’s potential success or othemise
record—that, as with all insurance and all business, if thdS [argely dependent on some national and international
level of price you are paying (that is, the premium income) actors in how the |nve§tment climate is operating. o
goes up, you may well attract another player into the market Mr WILLIAMS: | will ask a supplementary question if
because the hard yards might have been done and the leVénay. In the new tax package there was no complementary
of premium may well justify a big operator coming in and Compensation for that effect on the solvency rate?
starting to write business in this area. At the previous levels TheHon. R.I. LUCAS: The simple answer to that is no.
of competition, if someone is undercutting the market and Mr WILLIAMS: | expected that. Further down on the
steadily going broke in doing so, they will take a lot of same page, the budget paper refers to the rate of return on
business. Those who believe that premiums had to be highgwestments remaining relatively stable at 8.4 per cent in 1995
will obviously not attract the business in that sort of marketand 8.9 per cent in 2000, despite the long-term interest rates
Whilst obviously other issues are at play in relation to thisfalling from approximately 9 per cent to 5 per cent over that
corporate collapse, that was one of the significant issues. period. What sort of investment portfolio must the MAC have
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to maintain that rate of return on investment while interessame side of the argument on this issue, and not necessarily
rates have come back? on the same side as our leaders or a number of our other

TheHon. R.I. LUCAS: It extends across the traditional colleagues. Nevertheless, | will take up the invitation from
assets that a company such as MAC would invest inthe honourable member, given that perspective.

Australian equities, international equities, listed property, Certainly, | know from the debate in the Legislative
direct property, indexed bonds, fixed interest and cash. Fixegouncﬂ that a number of members pub“c]y expressed the
interest is the biggest one, which is 63.6 per cent, and the nexfew that they saw concerns with an extended cap, although
biggest one is Australian equities, at 15 per cent. Fixegye already had the one year cap and now it has been extended
interest is very high. We have finished with Funds SA, buffor another two years—it depends on how long an extension
if you look at the Funds SA book you will see that it is we are talking about. Certainly, those members indicated that
obviously completely different. Again, it is different sort of transferability, new developments and so on are the sorts of
business; itis ‘long tail’ insurance in terms of someone at aggssues that might be able to be swept under the carpet for a
20 getting injured and we are paying compensation for 40 oghorter period of time, but eventually someone has to address
50 years, or longer if they live longer. There is a differentthem. At least some of those members indicated that they
shape and nature of liabilities, so the asset allocation to matehere prepared to support a short-term cap for the next two
that will be different between MAC and, say, Funds SA.years but were not prepared to indicate that in two years they
Certainly, fixed interest is overwhelmingly the highest. Thewould continue their support for a cap. Ultimately that will
next highest was Australian equities at 15 per cent. | havglepend on whether those members are still there and what
recently approved some slight changes in the asset allocatioill be the flavour of the new members who are elected after

so there are slight increases in Australian and internationglext March in both the House of Assembly and the
equities from 15 per centand 4.2 per cent and a reduction ipegjislative Council.

fixed interest, as yqu wou_ld expect. . . In relation to the potential impacts, clearly, there will be
_ MrWILLIAMS: Obviously, the non-fixed interest someimpact not just on the freeze but also on the other issues
investments have been performing very well over the pasha; are already in the bill that was passed and those that will

few years. _ be canvassed by the Independent Gambling Authority when
_ TheHon. R.I.LUCAS: The board would agree thatitfelt j; s proclaimed. | do not think it is called that yet; it is still
!t could §I!ghtly reduce fixed interest and.vent'ure alittle morgpne GSA. To be frank, with nothing other than the best guess
into equities, and that would be based significantly on rece_gossible, we have factored in some reduction in the forward
performance but, more importantly (there is not much use iR stimates for the current level of growth of poker machine
Iooklng_ at the past), on t.helr.dlscussmns with managers aboﬁ%venue, in particular, but again, whether or not that is
where it might be heading in the future. adequate or accurate will depend on, ultimately, some of the
. decisions the new independent authority brings down. Issues
. Mem.bershlp. such as speed of playing and those sorts of things, even the
Mr Koutsantonis substituted for Mrs Geraghty. advertising codes of conduct, all those issues may or may not
have impacts on the flow of revenue into the state from poker
machines. | do not think anyone is in a position to be able to
say, ‘It will be exactly this level.’
We have factored in a modest reduction but not knowing
ultimately whether or not that will be accurate. We might get
a feel for it at the end of this financial year, 2001-02. If the
jndependent authority takes six or nine months to consider
ssues and then to recommend changes and parliament does
it, they might not come in until 2002-03, so we might not see
The ACTING CHAIRMAN: Does the member for Hart Until 2003-04 what sort of traction there is in the community
wish to make any opening statements on gaming? in terms of any pos;ible reduction on the use of poker
Mr FOLEY: The Treasurer and | are probably the only Machines and gambling. Of course, by then—which comes
two who are on the same wavelength on gaming: I think wd® the import of the member’s question—members will be
have been deserted by our colleagues on either side regardi\“@fs'[“ng with whether or not they will extend the sunset
gaming. It must be something to do with the fact that theFlause for the freeze.
Treasurer is No. 1 on his ticket and my margin is such that | Allied with all that, currently about 1 100 machines have
am not quite as concerned about pokies as a political issuéeen approved; 800 have been approved but have not yet
With the cap in place, is the Treasurer able to offer som&een installed and 300 have met the guidelines in terms of
comment? Clearly, revenue is still growing in the budget@pplications but are still being considered—so another 1 100
forecast, but what advice can he give this committee as to tH@achines are coming through. It is anyone’s guess where it
length of this cap and when it would start to cause problemglight head in terms of the impact of any additional revenue,
both from the point of view of revenue and also the propePecause at the same time you have got the changes that are
operation of a market? If this freeze stays on for three, foutn the current bill and then any changes that the independent
or five years, issues such as the trading of licences will com@ambling authority implements. Then you have the other
on the agenda. This cap has serious ramifications right acroggmplication of the supposed internet gambling ban that the
the board, as far as | see, and | wonder whether the Treasurfégleral government is endeavouring to implement. Again, we
might be able to share some of his wisdom on this issue. do not know the impact, if any, that that ever moving piece
TheHon. R.I. LUCAS: As the member implied, this was Of legislation might have on the total revenues for the state.
an issue of conscience for members. Whilst in different Mr FOLEY: There was a good article in ti&nancial
houses, the member for Hart and | found ourselves on thBeview yesterday about that piece of legislation and what it
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willdo when it is finally passed in the House. If you have notl am told the actual state average is currently about
read it, | recommend it to you. 88.3 per cent. | think some in the casino are up to 98 per cent,
What is your view on the issue of the trading of licencesut it may be in a range of up to 93 or 94 per cent and down
What is your advice as to what would happen if governmentas low as 85 or 86 percent. The average is about
of the day were forced into a position where they had to allow38.3 per cent.
a tradeable licence to try to deal with the cap in terms of Obviously, we do not represent the Lotteries Commission
moving machines around? | personally am horrified at théiere but Mr Hill’'s recollection is that the return to player
thought of creating a value on those licences but clearly thstatutory requirement is 60 per cent. | am told that is a
hotels will push strongly for it. Have you had any advice onreasonable comparison to this, so you are actually getting
what would be likely to happen if we were to head down thaback more money. | am told that X-Lotto is 60 per cent.
road? People might take this the wrong way, but, obviously, the
TheHon. R.I. LUCAS: | can only agree it would be an return to the player from poker machines is higher than from
extraordinarily complicated procedure. Even if you wantedhe X-Lotto ticket at the local newsagency. | do not know
todoit, it would be complicated. Clearly, the committee thatwhether the member for Goyder would want to advertise that
looked at this from the industry point of view and welfare to his constituents.
groups, together with the member for Bragg and the Hon. Mr MEIER: | have had an amazing record of total loss
Angus Redford, put this into the basket of issues that woulgyith both of them so it does not make much difference.
be considered further down the track. Clearly, some are TpeHon, R.I. LUCAS: On X-Lotto or poker machines?

strongly pushing the view (as you know) on transferability. ;. \E|ER: | have not bought a lottery ticket for quite
| guess some of the rest of us come from the position that i ome years, but it never did any good, anyway

the end we do not support a cap; therefore, if you do no ; . .
: ; . - The ACTING CHAIRMAN: We will now deal with
supporta cap, and ultimately if that is the position, you do nO%Iectricity reform until the dinner break at 6 p.m. Does the

have to worry too much about these sorts of issues.
Over the coming two years, whoever is in government hamueen;fi’grr]sf,?r Hart have any comments to make before

to work through some of these issues with the independe . . . .
9 P Mr FOLEY: | just said prior to your arrival, Treasurer,

authority. The complexity which the member for Hart has . A ; o
indicated will become more evident to more people and thaf’2t ! am getting sick of talking about electricity, as | suspect
ou are. But for our sins we are destined to talk about it for

may or may not concentrate people’s minds when we com¥ o2 X
to the vote in two years' time about whether or not we havedn hour or two. First, in relation to the contestable date o_f
a cap. | cannot give a government position because there 43‘31"’}[””;53(’)5%0? for househol%sbthe governm?]nt hatd co?wmlt-
no government position on it yet, other than that we werd€d to ut, as you would be aware, on nis return from

referring these issues and others to the independent authority. AG tlae other day,_ tge Prﬁr:ier inlc_iicatelthhat he v;g%golt
We will await its considered view on it and, ultimately, the Prepared to recommit South Australia to 1 January '

parliament or a government will have to consider what jfassume that you stand by that statement and, if so, can you
wants to do. explain this policy shift?
Mr FOLEY: Did the new Pier Hotel at Glenelg, which TheHon. R.I. LUCAS: Treasurers always stand loyally

is part of the Holdfast Shores development of BaulderstonB€hind their leaders, wherever they go.
Hornibrook-Kinsmen-Urban Construction, get approval prior ~ Mr Koutsantonis interjecting:
to the cap? TheHon. R.I. LUCAS: Absolutely; wherever my leader

TheHon. R.I. LUCAS: | think the wisest course is to takes me | follow, sort of blindfolded and loyally. In relation
take this question on notice. | have spoken to Mr Pryor; theréo full retail contestability (FRC), | noted the Premier's
are some issues in relation to the matter raised by the membegmments in response to questioning on Tuesday, | think it
for Hart, and | think it would be wise for me to be quite was, of this week where he indicated that there had not been
precise in what | say in the House. | will undertake to takea change of policy other than that he was looking at a range
that wise counsel, including legal advice if | need to, andof options. That was one of the options that he clearly flagged
provide an answer to the member for Hart within thel think in a press statement he issued, together with the
designated period. interviews that he conducted on his return from COAG.

Mr FOLEY: On the matter of the designated period, |  Together with the rest of government, | will explore
received an answer about three weeks ago from you iwhatever options the Premier decides we need to follow. We
relation to last year’s estimates. | assume you mean the ninvell explore those issues over the period that we have to. |

day or nine week period that normally applies. think the Premier, in his answers (or somewhere else),
TheHon. R.I. LUCAS: It was a good answer. indicated there are a number of factors that the government
Mr FOLEY: It was out of date, unfortunately, so | could would want to take into consideration. That obviously relates

not use it. to an impact on 1 January next year when Victoria and New

Mr MEIER: Referring to Budget Paper 3, page 5.10,South Wales go into full retail contestability on the household
what is the actual return to player percentage of gamingnarket. | think he also indicated that he would want to take
machines in South Australia; hand in glove with that, can thénto consideration the impact of additional generating
Treasurer also indicate what percentage return equivalenapacity, which 1 am sure we will discuss over the next
occurs for people who buy lottery tickets? | have oftencouple of hours, to come on-stream, we hope, by Christmas
wondered whether it is a better risk to buy a lottery ticketthis year; and also what impact any additional interconnection
rather than to play a gaming machine. Does the minister hawend capacity might have in both South Australia and Victoria
the second lot of figures available, as well as the first?  pre the following summer. There are obviously other issues

TheHon. R.I. LUCAS: Inthe legislation we just passed, that one would need to take into consideration if one was to
for existing machines the return to player is 85 per cent anthke up the option of changing position on the time and the
for new machinesiitis 87.5 per cent minimum rate of returndate of full retail contestability.
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Mr FOLEY: That answer is very loyal to your Premier. simple as one particular area of responsibility for delays in
He was a little more specific about it and simply said that hehe final decision: | think it can be a shared responsibility.
would not recommit which, | would have thOUght in anyone’s That, C|ear|y, in terms of NEM processes, is common
language, means that he is seriously considering a shiftin thfround. Interconnectors generally, rebidding and the rebid-
date. What are the implications, hypothetically, if the Premieging practices of some generators, and the decision in relation
succeeds and decides to push that date back? Have you hadvOLL are issues that are on the agenda. There are a
legal advice as to whether the state has any issue of sovereigimber of issues that relate to various reviews that
risk in terms of people purchasing assets? NEMMCO and NECA have engaged in for a period. NEM

TheHon. R.I.LUCAS: | am not the best person to get ministers want to encourage particular deadlines to be metin
into hypotheticals—it is not my favourite pastime—but | am terms of concluding those reviews, and a number of jurisdic-
happy to try to make informed judgments where we hav&ions are very passionate about one or two of the reviews
enough evidence to make those informed judgments. It iBeing finally determined one way or another—again, in terms
difficult to try to predict two years ahead in this national of what action, if any, either NEMMCO or NECA might take
electricity market. You only have to go back two years tojn relation to those reviews.
look at the projections and predictions that were made by There are a number of other issues. When | saw a draft of
many people in terms of what would be happening this yeaje agenda—it had not been concluded—on Tuesday this
to kno_w that. this market is an immature market. and isvveek, it was almost a page long. There were still some
changing rapidly. In the space of two years lots of things caiyiscssions at office level going on between the jurisdictions

happen. | think that is why the Premier, in estimates oRy, (v (o finalise an agenda, but they are some of the issues
Tuesday, was understandably cautious in terms of the use @5t il be taken up at the NEM ministers meeting.

words that he placed on the public record. . . . L
- ; ; There is also the issue of a new National Ministerial
As | said, the government, whilst loyally following the &(l)uncil on Energy, which COAG has agreed on, and |

Premier wherever he chooses to lead us, has obvious . . . : <
worked actively since COAG in terms of exploring thenlﬁ agine that the interrelationship between the NEM ministers

various options, and in and amongst that we have taken so %ﬁi@hﬁgﬁég?nnee\;vs ':ﬁgogsga/g?'S;?g?rllgoisgggsogg\zghgg
initial legal advice from, obviously, our own officers within 9 Y ' Y,

the Department of Treasury and Finance, and others Witﬁ accordance with the name) also will be an issue that | think

whom we would consult. So, we have taken advice from e NEM. m!nlgters forum will haye tolwork through. So', n
Some jurisdictions, the NEM minister in charge of electricity

number of areas. Obviously, if we were to move seriously” . ; C
down one particular option or path—and there are a numbép'ght also be the energy minister but in some jurisdictions—

of options that clearly a government might choose to g a?nc:gt% Rglm(_‘l?ci:r?éiﬁhoenmE_n (tahre Nrﬁmigg's.ﬁ;mfgg?ﬂhzim?
down—once we have determined a particular option, fina gy )

concluded legal advice and other advice would need to b%lt% r;n\a/\llgtri]oﬁslr?it \c/’vfmT]g]\'/Setf(;'EL ?/\(/)(;Jrrllgtljst’h?(;ﬁ tﬁ?nt tse?rrwgsogf
taken before we could sign off on a particular policy option P g

. - ‘how the ministerial council will operate and how the NEM
We are working through that process at this stage and | a'ﬁwinisters’ forum will operate, because the ministerial council

notin a position to indicate the initial advice that Crown Law . . e . .
has given us. is t_he one_tha_t is pr_owdlng oversight for the |_ndependent
Mr FOLEY: The NEM ministers, from what you said review, WhIC.h is _obvpusly another of the other issues.
yesterday, are meeting next week. What is the agenda for next Mr Foley interjecting:
week’s meeting? Are you able to advise the committee what TheHon. R.I. LUCAS: No, the National Ministerial
issues will be discussed among NEM ministers next week€ouncil on Energy will be the oversight body for the
TheHon. R.I.LUCAS: Itis a very long list. | willwork  independent review of NEM, and general energy issues. The
through the major issues from memory but, clearly, as it is &1dependent review, evidently, is still being worked through
new forum, establishing the guidelines and the operations df terms of who will be on the panel—itis a panel of three—
the forum will be one issue. Some of the key issues for NEMBN the precise terms of reference. There is a clear push from
ministers will involve matters such as interconnection. Theréhe commonwealth government, in particular, that it will not
appears to be—at least on the surface—a coming togetherbﬁt look at the electricity market: it will also look at broader
most jurisdictions in terms of wanting to support greaterisSsues—and, obviously, the interrelationship between gas and
interconnection. When we come down to particular projectsglectricity is a critical issue for all of us. We have debated the
of course, there might be slightly different views betweerissues of gas and electricity in South Australia and we know
jurisdictions in terms of how that might be achieved, but Ithat more competition in the gas industry in South Australia
think that the common ground about the existing nationals a critical underpinning of further competition in electricity
electricity market (NEM) processes, in terms of making afor us in South Australia, and the commonwealth government
decision—whether it is yes or no, frankly—in relation to has the same view at the national level in terms of the gas
interconnection is that the process has to be improved_ market and its interrelationship with the electricily market.
As the member for Hart will know—although | did not  Clearly, some of the major utilities that are operating now
speak at extended length on it, we can further explore iare developing into multi-utilities, and companies are
today—in relation to SNI (one of the two Riverland operating in both the gas market and the electricity market
interconnectors that we have discussed occasionally over théth trade-offs in common servicing and a range of things
last few years), although some criticism can be directed at tHéke that. So, clearly, the commonwealth government is taking
NEM processes, | think, equally, some criticism can bea very strong view—as many others have—that the gas
directed at the proponents (TransGrid, which is the Newndustry market and the electricity industry market will come
South Wales government electricity company) in terms of itcloser together. That is why the ministerial council is being
willingness or preparedness to get on with working its wayformed, and the independent panel will be looking at that
through the NEM processes. So, | do not think it is all agange of issues in gas and electricity.
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Mr FOLEY: | would like to ask a supplementary question some mechanisms to move things reasonably quickly. Even
if | may. The thought of the future of our electricity industry if the answer is no, the answer should be given fairly quickly.
in the hands of Wayne Matthew has me a little worried butPutting aside the politics of what we have debated about
| am sure that you will be sufficiently involved in the process.Riverlink, | am concerned to hear a couple of other reports
Far be it from the opposition benches in South Australia tdrom unregulated, or private investor interconnectors, who
have a view on these things, but | assume that the review wamve themselves had some problems. Does the Treasurer have
reporting to NEM ministers. The issue that does concern mthis concern? Is this something that NEM ministers are also
is that ministers of state governments have never needexncerned about? | think that it is time to do something
much of a reason to get together but, for some reason, atbout NEMMCO. | am saying not that it should be radically
electricity it has been all too hard. Importantly, is there a rolealtered but that it should have some form of political over-
for the Commonwealth, given that this was policy driven bysight, because at the end of the day NEMMCO is a body of
the Commonwealth, as you often remind us? Is a federdhe states. It needs to act more efficiently and help to move
minister, such as Senator Minchin, part of the NEMthe market reasonably quickly into a more mature state.
ministers’ council? TheHon. R.I. LUCAS: | think that NEMMCO itself, its

TheHon. R.I. LUCAS: He will be attending, together board and its management would acknowledge that the task
with the Tasmanian minister but they will not be attendingof getting a national electricity market up and going was an
formally, as ministers. The Tasmanian minister, who | thinkextraordinarily complicated one. As the member for Hart will
is David Crean, will be attending as well but that is as aknow, there were all sorts of dire warnings that the whole
prelude to Tasmania’s becoming a formal member of thehing would blow up in a metaphorical sense very early on.
National Electricity Market. David Crean, if he is the It was a very complicated task to get it up and going, and it
continuing representative for the Tasmanian government, wilk to the credit of NEMMCO, its board and its management
become a full voting member of the NEM ministers’ forum. that we made the transfer from the old arrangements in
| am advised that the commonwealth government will beDecember 1998 to the new ones. NEMMCO itself would
attending, as it should, but it is not formally part of the NEM acknowledge that some of its processes need improvement.
ministers’ forum. Certainly, from the South Australian government’s view-

Mr FOLEY: Will the Treasurer have a role in chairing point—and I think it is shared by all the other jurisdictions;
the forum? Surely, there is a whole need for thethey too, would agree to varying levels as to where they
commonwealth to take at least some degree of interest wwould point the finger—there needs to be improvement in the
what is happening? | would have thought that, notwithstandNEM processes. There are two issues there. The NEMMCO
ing our own differences and everything—getting the stateboard would argue strongly and passionately that it is there
to agree at any given time is a miracle—a more significanand it was given original riding instructions: there was not a
federal role would have been appropriate, but that is just AIEM ministers’ forum or any other body that substituted for
personal view. it; and it believes it has assiduously set about its task in terms

TheHon.R.I.LUCAS: It is encouraging that the of the original instructions.
commonwealth government, through Senator Minchin, is The jurisdictional liaison group (JLG), which was made
taking an active role in terms of the NEM ministers’ forum. up of representatives of each of the states and territories or
We will have to see how that evolves. However, thethe jurisdictions, endeavoured to make sure that each of the
commonwealth is not formally part of the national market agyovernments through their senior officers maintained as
a jurisdiction so there is that restriction; it is under theactive an involvement as possible in terms of where things
jurisdiction of the states and territories, which formed thewere heading and for consultation, as well. The common
national electricity market. So, from that viewpoint, there isground of all the jurisdictions is that the processes within
a legal restriction on the commonwealth. From Southwhich NEMMCO, NECA and the ACCC and others have
Australia’s viewpoint—and | understand that it is the sameoperated have to be quickly reviewed and changed where
with the other states—we have a similar view to your ownrequired. It might be that in that situation NEMMCO might
that is, that it is important in something as critical to have to change some of its own actions as well: | do not think
Australia’s future as the national electricity market, whichthere is any disagreement with that. | am someone who has
will ultimately control everything other than Western seen the matter from both sides of the fence, and it is always
Australia and the Northern Territory in terms of electricity, easy to point the finger at the central coordinating body or
that the federal government and its lead minister should takagency. It happens in political parties where branches blame
a prominent role. | suspect that it will become more and mor¢he central office all the time, and central offices in the state
active as the process evolves. blame the federal secretariat all the time.

Mr FOLEY: On NEMMCO, and the Treasurer and | have = Mr FOLEY: And everyone blames the Treasurer!
debated to death the issue of SNI, | have had a discussion TheHon. R.I. LUCAS: That could well be the case in
(and obviously, one has to be careful what one says abotgrms of the political arm of the organisations, as well. To be
private discussions)—and | suspect that MurrayLink andairto NEMMCO, jurisdictions have to more quickly resolve
others also have their war stories in terms of dealing witta number of issues regarding the processes of the national
NEMMCO—concerning the frustrating process of gettingmarket. This whole recent discussion and debate at COAG
various approvals, whatever those approvals may be, even fand elsewhere has productively now plotted a course for
an unregulated interconnector. Anecdotally, it would appeasome of these changes to occur. Then, if there are still these
to me that NEMMCO is causing some difficulties. | do not criticisms of NEMMCO in a hopefully reviewed and refined
want to be too unfair to it because there might be quitgprocess and environment—if there are still these criticisms
legitimate barriers put in place for some projects. of either NEMMCO or its individual managers and others—

However, if we are going to take this market from anclearly the common theme and the criticism will have been
immature market and try to get some maturity and som¢he way NEMMCO operates. | accept that there can be
development into this market, we are going to have to haveriticism of all involved in the process. NEMMCO has to
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accept some of the criticism and responsibility. Howeverjf Murraylink was a committed project, it was likely that SNI

equally, to be fair, jurisdictions have to accept responsibilitywould fail the regulatory test.

for a number of other whole of nation or whole of market Again in February of this year, they then significantly
issues in terms of the NEM processes. revised the scope of works for SNI to include additional

All these issues are already being discussed, and in myorks in the Snowy-Victoria region. In terms of evaluation,
discussions with NEMMCO and with NECA they have beenwhat occurred in February was a further change of the scope
more than prepared to engage in that debate and discussiarfi.works which originally had been put up, put on suspen-
There might have been some initial reluctance, and that hason, came back in again, and then it was changed again in
been commented on. However, there is now acknowledgmefebruary of this year. In the discussions | have had with
from the national bodies that clearly some of the originaANEMMCO—and, as | said, it has to accept part of the
objectives of the market that were obviously shared bycriticism; | am not absolving it completely—it is saying in its
everyone involved in establishing the market are not beinglefence that if it relied on the only economic evaluation of
achieved, and we need to look seriously at what has to biis project, which was the one the proponents put, given that
changed to try to get closer to those original objectives. the Murraylink people are saying and have demonstrated to

Mr FOLEY: Have there been similar thoughts NEMMCO that they have a bill of lading (which they have
about NECA and its evolving role in all this? shown NEMMCO), that the cables are on a boat on the way

TheHon. R.I. LUCAS: The answer is yes. A number of over here to be laid, they have started the concrete pours and
papers have been written recently about the possible overlal those other sorts of things, obviously they are convincing
between NECA and the ACCC. A number of commentatordNEMMCO that they are dead serious about their recently
have been making suggestions as to where the division oévised date of April next year.
responsibility with the ACCC, NECA and ultimate- The only economic evaluation up until the recent work
ly NEMMCO ought to be. There has been some debate thabat has been done by the IRPC (which is the doing the
that needs to be refined. Clearly, there has been discussienonomic evaluation), says, ‘If Murraylink is there, then this
and debate about that. In one area, NECA and the ACC@Gne will not pass the benefit test.” Our latest estimate is that
issued a paper about network pricing, and | have not seentie final decision (we hope) will come out of the IRPC
yet—although | did see a press release. In part, that waSEMMCO stable around about August, but obviously we are
looking at who would have powers in particular areas. So ot in a position to be able to give the member anything other
lot of discussion is going on in relation to that, as well. than what we are being told in relation to the time frame.

In relation to the criticisms that have been made Mr FOLEY: The question | have and perhaps the Under
of NEMMCO, | highlight that, whilst NEMMCO has to Treasurer might be able to help the Treasurer is: at the time
accept some responsibility in terms of the processes of thef the national market, my recollection—and | think | am
SNI project, any fair examination in retrospect of the SNIright—is that the then Prime Minister, Paul Keating (and one
project will have to conclude that some of the delays havef the principles of the national market was an acknowledg-
been caused by the proponent. Ultimately, it was unsuccessfuient that it needed to be properly interconnected) put
with its first bid for regulated asset status in June 1998. W&100 million on the table to assist states in interconnection.
will then see the regulatory test in terms of the original tests the Treasurer aware of that or has there been any discus-
against which SNI was judged in 1998, involving the custorrsion about any commonwealth money? | am certain that, in
benefit test. There was, therefore, that review. That was ithe mid 1990s, Keating put some money on the table, or
June 1998. It was not until late October 1998 that TransGrichdicated that the commonwealth was proposed to put some
then wrote to NEMMCO proposing SANI and request-money up.
ing NEMMCO and the IRPC to review the technical and TheHon. R.I.LUCAS: As | have highlighted, as the
economic effects of the proposed works. On 3 August 199%enior adviser to Premier Lynn Arnold when it was signed off
TransGrid then requested that the IRPC suspend the evalin- June 1993, the member might be aware of something of
ation process. Through the early part of 1999 we did notvhich we were not. | am certainly not aware of anything that
know what was going on with SNI—or Riverlink as it was Prime Minister Keating offered in terms of that. Maybe there
then known. It had gone very cold on it; there were nowere discussions at the time. The member might have greater
discussions. knowledge of that, but—

Then in August 1999, TransGrid formally requested Mr FOLEY: Very fuzzy now, but | have a recollection
that NEMMCO or the IRPC, which was part of that stable,that there was some discussion about the commonwealth
suspend the evaluation process. It was then another sevputting some money up to encourage states to—
months, March 2000, before TransGrid then requested that TheHon. R.I. LUCAS: We can double check, but | have
NEMMCO and the IRPC recommence evaluation of thechecked with officers here and—
interconnector. First, there was a four month gap; then there The Hon. M.K. Brindal interjecting:
was another seven month gap when it formally requested Mr FOLEY: Now, Mark, we are having a good discus-
suspension of the consideration. So it was activated again gion here; nick off if you are going to be provocative.

March. It was not until November of last year, whichisagain TheHon. R.I. LUCAS: As | said, | have no recollection.
another six months, that it completed its economic evaluatiori.do not know whether we can trawl the files, but we will
Some of us had the view that if it was seriously pushing thisheck the memory banks of those who were actively involved
forward in the shortest possible time frame, when it reactivatin 1993 and 1994. When did Keating leave?

ed the evaluation process in March 2000 either it would have Mr FOLEY: It might help you in your discussions with
been ready then with its economic evaluation or very soodohn Howard, not that | think the commonwealth would
after that it would have been ready with its economichonour any commitment that Keating may have made.
evaluation. As | said, that was delayed until November 2000However, | just had a recollection that there was—
Basically, as | highlighted I think in a press conference after TheHon. R.I. LUCAS: When did Keating leave?

the conference yesterday, its own consultant, IES, said that, Mr FOLEY: In 1996.
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TheHon. R.I.LUCAS:. We can certainly check the TheHon. R.I. LUCAS: We ought to clarify that, because
record. I know that when | have spoken publicly | have always talked

Mr FOLEY: My recollection is that there was an about 80 megawatts at Ladbroke Grove. | am told that for part
acknowledgment that there had to be further interconnectioaf the last summer it had problems with one of the
between the states, and one way to do it might have been fd0 megawatt units, so it was not included in some of the
the commonwealth to put up some capital to try to encouragealculations. Its second 40 megawatt unit at Ladbroke Grove
the states to do it. That is my recollection, and a figure ofwill be on board and operational, whereas evidently for a
$100 million is in my mind, but I may be way off beam and good chunk of last summer the second unit was not. So, itis
totally out of line. 100 megawatts of new inner city and ensuring that the

I now refer to the issue of the peaking plants. In relatiord0 megawatts with which it had problems last summer is
to the expected peaking plants for this summer, we have—eperational.

The Hon. M.K. Brindal interjecting: The third one is Australian National Power. Its public

Mr FOLEY: | was campaigning in your electorate last statements so far have been around about 105 megawatts:
night, Mark, too. 40 megawatts at Mintaro, 25 megawatts at Snuggery, and

The Hon. M.K. Brindal interjecting: potentially 40 megawatts somewhere else. It has even looked

Mr FOLEY: | was in the Leicester Hotel. Anyway, in at another city location, or the alternative was at Mintaro in
relation to the peaking plants, we have National Power, AGlthe Mid North. The fourth company (which | indicated
and Origin. Can the Treasurer confirm the size of thosgesterday and which has not outed itself yet) has advised us—
peaking plants and the expected dates when each of thoaad a different company from one of the existing power
plants will be providing us with peaking power? generators—that it is looking at a small peaking plant in

TheHon. R.I.LUCAS: At this stage, obviously in South Australia to be installed before Christmas. We again
relation to those peaking plants, and indeed some others, viiave offered it fast-tracking assistance should it continue with
are significantly reliant on the estimates of the individualit.
companies concerned, and | will work through them. Not As | said to the conference yesterday, there are three that
only has AGL announced 150 megawatts in Victoria (whichwe know publicly and one that has not publicly announced
as | said yesterday at the conference, is critical to us becaugself. No-one can guarantee that all four of those will be
we are a combined market of South Australia) but also it hadelivered. If they were, you would be looking at potentially
announced its intention for 250 megawatts of peaking plan400 to 500 megawatts of capacity. | indicated yesterday that,
capacity over the next year or so in time for both this summeas a conservative estimate, 250 or 300 megawatts of capacity
and next summer. It is aiming for 100 megawatts for thismight be available in South Australia prior to summer, which
summer and the remaining 150 megawatts for the followings obviously significant. In Victoria, there are the AGL plant
summer. Its location is Hallett. and the Edison Mission plant, which is 330 megawatts, so

The state government is actively assisting with planninghere are 480 megawatts of additional capacity in Victoria,
and development, fast-tracking, and recently, in terms ofogether with a small one at Bairnsdale, | noted in the
some issues in relation to emissions in country areas, theinancial Review.
government has worked very actively with AGLtotrytoget  Mr Foley interjecting:
it over any hurdles that it might have in terms of tryingtoget TheHon. R.I. LUCAS: Forty megawatts, yes. One of the
its 100 megawatts of capacity out at Hallett as quickly agproblems we have, as | highlighted yesterday, is that there has
possible. Some of the issues through which we have had feeen a lack of additional generation in Victoria. Whilst we
work have been the number of alternative sites. Originally ihave added 30 per cent in-state generation in just three years,
was looking in the metropolitan area. It eventually took theVictoria has done precious little, which is why we are
advice that we thought it was much more likely that we couldstruggling with power coming across the interconnector in
fast-track and get things going at Hallett as opposed—  peak periods. We welcome the activity of the government in

Mr Foley interjecting: Victoria with the very small plant at Bairnsdale and, we hope,

TheHon.R.I.LUCAS: We could not offer it that the othertwo, AGL and Edison Mission. | know more about
because that is under the control of another company. | wake AGL one: they assure me that they are on track with
desperately looking for something in the electorate of Hartgetting theirs up and going.
but I could not find it. It took the advice that, whilstitwasa | know very little about the Edison Mission plant, which
preference for it to be in the metropolitan area, if we wanteds critical, because that is 330 megawatts, but both of those
to get this peaking plant to the market in time for thisare planned to come on board at various stages through this
summer, we had a much greater chance of achieving that@oming summer. If Victoria can deliver its side of the
we went to a more isolated country location, and Hallett wagquation and we deliver 250, then in the combined markets
a good location. Hallett has a number of significant advantawe might see 700 to 800 megawatts of additional capacity.
ges, including the gas and transmission lines and the planti§Victoria does not get all of its up, we might see 400 or 500
being about 1% to 2 kilometres from the nearest farmer omegawatts of additional capacity in the combined markets for
something. All the evidence that we have from AGL is thatthis coming summer.
itis full bore. Itis in its company’s interest to have itand it Mr FOLEY: On the issue of the gas pipeline and the
is also in the state’s interest that we have it before summeprocess with Origin Energy and Australian National Power,
The second one is Origin Energy and— that is, primarily with the SAMAG project but also allowing

Mr Foley interjecting: National Power to expand its operation at Pelican Point

TheHon. R.I. LUCAS: And | am sure you welcome it, potentially for a further 800 megawatts, should it so choose,
member for Hart. It is still 140 megawatts: 100 megawatts at cannot help but think that it could be problematic if we
Torrens Island Quarantine Station and 40 megawatts &imply see Pelican Point get larger. Would it not be a better
Ladbroke Grove in the South-East. outcome for the state if we had a fourth or new entrant into

Mr Foley interjecting: the state?
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TheHon. R.I. LUCAS: The government supports more ~ Mr FOLEY: Is the Treasurer providing any financial
competition in generation, and clearly, if the government hadéhcentive for the gas pipeline proposal?
a choice, equal numbers of competing generators spreading TheHon. R.I. LUCAS. No. The arrangements with
the total load if you are drawing the landscape afresh woul&eagas, as they are calling themselves now, which is
be potentially a good way to go. From our viewpoint, in termsSAMAG, Australian National Power and Origin, is that they
of encouraging competition, not only are we talking aboutbelieve that as a consortium, with or without others (and |
additional supply, which is important for us, but we are tryingknow there are some potential discussions) they can build it
to encourage a spread of generators. As | said yesterday, jugithout a taxpayer funded investment. Our involvement was
three or four years ago we had one monopoly generator im the early stages. There was some discussion in the early
South Australia and we now have NRG, TXU and Australianstages and some willingness from the government to have a
National Power. look at incentives, if that was the only thing that would

Added to that, if Origin Energy has 80 in the South-Eastdeliver an alternative gas pipeline to South Australia.
and 100 in Adelaide, it will be up to a couple of hundred Our passionate view, driven by me as Treasurer and
megawatts; AGL, with potentially 250 megawatts is a fifth Treasury, was that we wanted to do this and thought we could
competitor; and, as | said, there is a sixth company lookingl0 it without having to put taxpayer incentives into it. The
at a very small plant prior to Christmas. We are doing all wedroups have come back to us at the moment and said ‘Yes,
can to spread and encourage further competition. There ay¢e can,’ and we are now providing facilitation assistance. In
others that are not major generators in South Australia th&lanning, development, native title, any other sort of assist-
are in the very early stages of having a look at our marketnce that might be required, the government is actively
The government is certainly prepared to actively encourag@volved. There is a small cost, | presume, in terms of officer
further competition. time in relation to that, but we are prepare_d to continue that

The critical issue for a new generator is that, unless ort of assistance to try to deliver that project by the end of

government decides that it wants to be the big new base logd?©3: Which is when we would like to see it. .
competitor (and that is obviously open to any government to . M WILLIAMS: Can the Treasurer tell the committee
decide to do that), if you are asking a private sector group t hether his department has made an assessment of the risk
put their hands into their pockets to put up $400 million for'© supply in SOUth. .Austraha, Fea"s'”g. tha_t over an

a 500 megawatt plant, as Australian National Power havilit€rconnector electricity can flow in both directions? If we
done, they look at our electricity load and if, on average, it'2Ve & limited generated supply in South Australia and there
is 1 600 megawatts and for a few days in the year goes %a shortage of power interstate—and | understand that this

2400 or 2 800 megawatts, or whatever the updated pe s happened at least once, 12 months ago, when power
number might be, they have to make a decision as to ho wed across the interconnector into Victoria—it means that

they get a return on their investment we have blackouts here in South Australia. Has any assess-
As base load generators you hav.e NRG. which has 50 ent been done on the risk involved to the security of power

megawatts plus just under 200 at Playford, which is peakinqzapsazﬁ;h, Australia by having a greater interconnector
| suppose; you have Torrens Island, which is base, peaking '

dint diate at 1 200 fe: h Peli Poi TheHon. R.I. LUCAS: In our assessments about future
and intermediate a megawaits, you have Pelican Polgt e ation and future interconnection, that obviously is one
at 500; and you have Osborne running all the time at jus

der 200.. Th h int " f the critical issues we have to consider. The South
unaer - Nén you have your INerconnector Ofa,stralian government has taken the view that there is a
interconnectors coming in. If you are a shareholder of

that A 10 10 i £ $400 million i roup of what | call the ‘interconnector groupies’ who believe
company that says. ‘Are we going to Inves MITION IN¢h 4t the sole solution to South Australia’s power problems is
a major new base load plant?’ you have some serio

guestions to ask. We would be delighted to see a big new onghtg;er i?aﬂer:c};ﬁdln:;;zg;nc?ﬁtltc;]r:am?lkll'%%lngozltjfzsill:/stsra:lri];ﬁ
~ We know that in the past some of the big industrial usergjovernment's view has been that, yes, we support additional
in the mid north and far north have talked to various peoplejnterconnection, but in terms of security and other issues we
they commissioned someone to do a study. That might be aieed a significant boost in the in-state generation as well. The
opportunity should they proceed with it, but there does notwo higgest problems we have had over the past two years in
appear to be too much sign of activity there. We know thaterms of load shedding were in relation to the two examples
the SAMAG people are looking at a 250 to 300 megawat{n November and February (which years that occurred
plant, a good chunk of which they would be able to sell backescapes me now), when the Victorian power unions pulled the
to the market for considerable periods of time. We know thap|ug on the Victorian interconnector.
they have had discussions with some of the b|g industrial The second one was on a November evening when it was
users in the north. That is another opportunity, but they havgot very hot; it was about 8 o'clock and | was at one of my
signed a tentative sort of arrangement with Australiarchijldren’s school function and ended up having to take about
National Power as well. 30 phone calls in about 45 minutes. Without even advising
In the ideal world, yes, if we can encourage bigger andheir central union officials, the power unions in the La Trobe
independent generators into our market, we will actively dovalley pulled the plug with 20 minutes’ notice. | am guessing
so. We have no desire to encourage only existing people ithat at that stage we probably needed about 1 500 megawatts
the market, we are trying to encourage more, and if some aff power at 8 o’clock on a November night. At that time we
them come into our market and feel comfortable with whathad installed capacity of about 3 000 megawatts. So, we had
they have invested in (albeit that it might only be a couple ofplenty of power but someone pulled the plug and all of a
hundred megawatts), that sort of company may well besudden the lights went out in a number of suburbs on a
encouraged to look at a bigger punt, in terms of base loatbtational basis for an hour or so, and we had major media
capacity, when the next increment is required in Souttstories and concern from those suburbs and towns that were
Australia. affected. If people had behaved sensibly and given us advice
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on that we could have ensured the cranking up of generatorsame route, you would have to bear in mind that there might
we would have been operating and we would not have needéx other activity in relation to the existing interconnector.
load shedding. That is the sort of the example where, if yorhere have been various proposals from ATCO and a number
are reliant solely on interconnection, you are in essencef others about potentially upgrading the size of the Victoria-
captive to union leaders or problems that might occur in otheBouth Australia interconnector. So far no-one has actively
states. pursued it, but they are options that might come further down
Inevitably in the national market if you are to have thethe track. We will take advice on that.
advantages of being interconnected and trying therefore not The other issue concerning the route has been where it
to have all of us overbuild, as occurred in a number of statesomes across the border. | am not sure whether it is in the
over the past 20 or 30 years, and if that is the advantage member’s electorate or that of the member for Gordon but,
terms of being able to share power around, there will alwayas you know, some of the significant gas users in the South-
be this risk that someone will pull the plug on an Easthave been lobbying the prospective pipeliners as to what
interconnector, and the state at the end of the line—whickhe route might be so that it might wander close by some of
inevitably seems to be us—wiill be the one that suffers. In théhe big plants and some potential new industrial plant in the
risk analysis and assessments that we do, we have to take tisgiuth-East. Again, my understanding on that is that most of
into account and, without repeating it, that is why we havehe companies are looking at the shortest route possible, and
been very active in terms of increasing interstate generatioiit. would appear at this stage that that might not be likely. It
If most of the changes | flagged in response to the membenight involve laterals having to be built from the main trunk
for Hart’s earlier question come to fruition, it will mean close through to some of these big gas users, and | am not sure
to a 40 per cent increase in South Australia’s in-statavhether the cost of that makes it feasible. Clearly, from the
generation in just under 3%z years. Victoria’s record is nothingsouth-East’s development point of view, getting the gas
like that. The problems in California were as a result of veryacross will be a huge boost, the route will be an issue and
little additional capacity being built in that state whenthen there will be the issue of the cost of the laterals that
demand was going through the roof. That was a long answemight have to go into some of the towns, locations or
but it is critical in terms of our assessments. particular industries. We are happy to take further advice on
Mr WILLIAMS: My second question to the Treasurerthe member’s question and bring back a better informed
concerns the proposal to build a gas pipeline from theeply.
Victorian gas fields into South Australia. Earlier thisweek |  The only other point | would make is in response to the
noted with interest that the local television station in themember’s preamble. The preferred consortium is obviously
South-East reported that there has been another major gasking at a pipeline. Two other companies are involved—
strike off Port Campbell in the Victorian Otway Basin gas Duke and one other. | am not sure whether the other one has
field. It looks as if that could be a major gas finding; in fact, publicly announced itself. | do not think the third company
people are saying that the size of the gas find could rival Badsas announced itself, but there is a third, very big
Strait gas field as a supplier to the eastern seaboard. | canrioternational company that certainly | am aware is still saying
remember the name of the gas well that was being drilled, buit is looking at it. Some people in the market are putting a
it was just off the coast at Port Campbell. | am aware that ngboint of view to me that ultimately the preferred consortium
only is the government’s preferred construction consortiunmight get together with one of the pipeliners and come up
working away to secure completion of a pipeline but also thatvith a joint proposal. It has been put to me that if that was to
at least one other company is still diligently working awayoccur we might get a bigger pipe and therefore much more
hoping to build a pipeline too. The pipeline will come largely long-term capacity to cater for the future gas needs of the
through my electorate; the majority of its length will be South-East, Adelaide and the state’s development. | think that
within my electorate, and that has caused some concernsyibuld be a great result if we could deliver a bigger pipe
has been suggested to me that the pipeline should sensililyrough the preferred consortium getting together with one
follow the Victorian interconnect power line, be built along of the pipeliners, still at no cost to the taxpayer, and the risk
the same route and share the same easement. Is that feasiltdlethg taken by the private sector group or groups if they
TheHon. R.I.LUCAS: We might need to take some come together.
advice; we do not have any pipeline experts here. It is Mr FOLEY: | have been advised by one potential
suggested that there might be some safety issues concernicgmpany which is looking at building a gas pipeline, namely,
both electricity and gas. | am trying to recall the last discusEpic, that there is now a significant problem developing
sion | had—and you might be in a better position—Dbut | think(which | assume would apply to the Origin gas pipeline as
the current discussions are that they would not follow thatvell) to do with the commonwealth government’s view on
route but would follow a different route. depreciation allowances for gas infrastructure. Can you
Mr WILLIAMS: | understand that the government’s comment on exactly what that problem is and, secondly, what
preferred consortium is planning a different route, but it hasmpact that may have on the potential for the pipeline actually
been suggested to me by at least one other company and sog@ng ahead?
other people in the South-East that it would be sensible to TheHon. R.I.LUCAS. The simple answer to the
follow the power line. guestion is yes, there is a significant issue for Epic and some
TheHon. R.I. LUCAS: We will certainly take advice on other pipeliners. The bottom line is the amount of money they
it. An initial response is that some safety issues might needan earn. We can give you a detailed description of the tax
to be considered, but my recollection is that the preferregrovisions and those sorts of things, but the bottom line in
consortium is talking about a different route from the existingthat, in terms of a huge investment for companies such as
interconnector. | am not sure whether this impacts on it at allEpic, it is how much money they will make and in what time
but some of the proposals for further interconnection willframe to offset the investment. The bottom line is that the
obviously require work on the existing potential route for thenew proposals mean that they would be paying more tax and
interconnector as well. In talking about a gas pipeline on thagarning significantly less from their investment. So, from the
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shareholders’ viewpoint, it raises a question about the timing Mr FOLEY: When | say, ‘| was briefed by a gas
and viability of the investment. company about this issue,’ | must say that in fact some people

| am sure that the honourable member has had briefingassed me in the corridor and mentioned something to me in
as have many other members, from the Timor Sea interestd0 seconds. | did not fully get the significance of it. You are
While the member for MacKillop has highlighted two or saying that it is the flow-on from Ralph’s trading off
three people looking at the Victoria-South Australia option,accelerated depreciation over the economic life. It would be
as the Minister for Minerals and Energy in South Australiahard to see the federal government giving a special case to the
(Wayne Matthew) will remind me, there are a number ofgas industry, given the flow-on effects it would have to other
interests in relation to the Timor Sea gas coming down tectors of the economy. | am a little surprised it has taken the
South Australia as well. Ultimately, it is a commercial gas industry this long to realise there is a problem with it. |
decision. would have thought they would realise that when they started

In my judgment it is inevitable, based on my advice, thatPutting together their bids or proposals. How serious is this
we will see Timor Sea gas coming into Australia; and it isin terms of putting a question mark over Origin Energy’s
probably inevitable that we will see it coming to South Proposal? Are you aware of whether it is rethinking or
Australia ultimately. My personal view is that both a revisiting its proposal? _ _
Victorian and a Timor Sea one will arrive at the same time, TheHon. R.I. LUCAS: Nothing has been provided to
which is the current publicly announced timetables of botHn€- | am happy to take it on notice to see whether we have
interests, that is, that the end of 2003 and the start of 2004 [§ad any advice. I take it that the member is talking about the
commercially highly unlikely. We have so much gas demangVictorian seagas proposal. It has not been an issue that has
in South Australia and, no matter which growth projection webeen raised with me. I am not saying that itis an issue that is
look at for the next three years, it is hard to envisage ther@PPlying to the consortium’s mind; whether they are in any
being enough for both in the same time frame. A number offlifferent position from the Epic people with Timor, | am not
people from those companies argue to the contrary. It is theRUr'€. ) .
business rather than mine as Treasurer. They certainly argue Mr FOLEY: You are obviously reforming the current
that they still believe that Timor will go ahead if Victoria gets Electricity Reform and Sales Unit (ERSU). Can you advise
up first. I think it is a question of timing in terms of what will theSCSTm'ttee of what will be the replacement body for
occur. ’

Mr FOLEY: | assume that the Australian Taxation Office 1 h€Hon. R.I. LUCAS: The new unit within Treasury is
has made that ruling. Is that correct? now called Microeconomic Reform and Infrastructure. As the

. ) .. hame suggests, it will take on a broader role than just
car-rl;gi)ﬂtogf. tE.elz.lé_aLIJ;?h/_\r:/iE\;ve ATO; and | am told that it electricity. That is the name of the new unit comprising about

) . . 13 people in Microeconomic Reform and Infrastructure.
Mr FOLEY: What is the ability of your government or ;. FOL EY: Is it your government's intention to maintain
other governments to have any change in this? electricity within Treasury?
TheHon. R.I. LUCAS: The Under Treasureris anexpert  TheHon. R.I. LUCAS: | said in response to an earlier

on Ralph committee issues. | do not know whether he woulgjyestion that | loyally follow my leader, wherever he takes
like to offer a perspective on the particular tax. We will take e

it on notice, but there may be something that the Under pMr FOLEY: This was not a leading question; it was not
Treasurer might like to offer in terms of the particular natureg trick question.
of these tax changes. | will respond after he has indicated TheHon. R.I. LUCAS: But that is the only answer. As
what the political options might be. the shadow treasurer well knows, together with me—I think
Mr WRIGHT: As you know, they are moving away from he lost it more quickly than I—
accelerated depreciation and moving back to a situation Mr FOLEY: Gaming.
where assets are written off over their economic life. One of TheHon. R.I. LUCAS.—in relation to gambling, leaders
the options for the individual pipeliner is to make a case onake decisions in relation to portfolio allocations for a variety
the economic life. The number quoted is 50 years. If they canaf reasons. There have been some within the department,
demonstrate that the economic life will not be 50 years, themcluding some support from the Labor Party, | understand,
they can write it off over a shorter period. That was thewho—
general mindset which led to that recommendation. Astothe Mr FOLEY: Who feared to be sacked at least three times.
likelihood of its being pursued if there is strong resistance TheHon. R.I. LUCAS: Exactly. There is immense
from the mining industry, that is more of a political question. pressure on the Premier to remove me from this portfolio and
TheHon. R.I. LUCAS: On the political front, the federal to give it to someone else.
government has indicated in a number of areas the capacity Mr FOLEY: You will not believe me, but that is not what
to listen to people and change. Whether that definition will was meaning by my question. In terms of the bureaucracy,
extend to the gas or mining lobby in relation to this issue, lyou obviously have a unit in Treasury. Is any consideration
am not sure. | have not yet seen a sign of any significartbeing given to having a unit outside Treasury but still under
public lobby in relation to this issue. It may be internally your control?
significant at the national level. Clearly, those interests that TheHon. R.I. LUCAS: It would raise an interesting
have spoken to the shadow treasurer and to the governmemuestion, | suppose, for a government or an alternative
are mightily concerned about the particular changes—anddovernment, ultimately, if the decision were to be that the
know a number of other groups are as well. | am sure ther@&reasurer of the day did not have responsibility for the
will be significant pressure placed on the federal governmerglectricity market. On the surface, in a number of other
in the lead-up to its campaign at the end of the year as to whatrisdictions it is the electricity minister. At the conference
impact it might have on infrastructure development that soméo be held next week, for Queensland and Tasmania it will be
of us need. the Treasurer and for Victoria and New South Wales it will
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be the energy minister. For the ACT it will be Brendanfor the whole state. As part of what we do in the national
Smyth— market, one of the clear deficiencies we identified, looking
An honourable member interjecting: at what has occurred in some of the other states, was that we
TheHon. R.I. LUCAS: | won't say that. It is Brendan needed a body charged with that responsibility to go ahead.
Smyth—I am not too sure what his other portfolio responsi-So, put those two bodies to the side.
bilities are, but it is certainly not Treasury: the leader is The electricity ombudsman is again separate and inde-
Treasurer. It is sort of split—in some cases you havependent; itis an industry based scheme and may or may not
Treasury. The point | am making is that among the NEMbe extended, as Victoria has done with some other industries
ministers there is a mix of pure energy ministers andiodies as well. In relation to government, what can validly
treasurers who will be attending. | think the issue for variouse said is that there is an Office of Energy Policy (OEP) that
governments, or alternative governments, in my humble vienanswers to Minister Matthew, and there is now the micro-
is that the collective wisdom is that electricity in the public economic reform and infrastructure unit within Treasury.
sector infrastructure currently resides in Treasury. They are what | might call the bureaucracy of the public
We are delighted to welcome back John Robinson, theector and the intellectual capital that we have. In relation to
new head of micro-economic reform and infrastructure. | amhe Office of Energy Policy, it had a role that it has tackled
not sure if we can formally describe it as being part of theassiduously for a number of years. If it was to be given other
‘Bring them back home’ scheme. roles or responsibilities, such as NEM, it would certainly
Mr Koutsantonis interjecting: require significant change in both its structure and personnel,
TheHon. R.I. LUCAS: Even at the end of the day, the in my humble judgment. It does its job; there is no criticism
member for Peake is as aggressive as ever. | think that is afi OEP or its officers. It has a task to do and that is its task.
issue in terms of where they are located. Some governmeniis relation to the national market, a body of expertise similar
have removed the units from Treasury responsibility ando what exists within the micro-economic reform and
placed them within the energy minister’s portfolio. The wayinfrastructure group will be needed.
we have structured our electricity capacity, in terms of Mr FOLEY: | do not disagree with that. | do not know
intellectual capacity and micro-economic reform andwhat other comments | might have made that | have just
infrastructure, means that some people are working on issuesntradicted but it would not be the first time and | suspect
other than electricity and might find themselves in otheiit will not be the last.
agencies. More particularly, | think Treasury would wantto The ACTING CHAIRMAN: If there are no further
hold on to those officers because of their capacity in otheguestions, | declare that examination completed.
areas and, therefore, the energy minister would have to find
new people. Issues such as electricity’s location within the
public sector bureaucracy would have to be resolved.
Mr FOLEY: How does that relate to the Electricity
Industry Planning Council? You now have your task forceas  Department of Industry and Trade, $186 295 000

well as the unitin Treasury. | note that Mr Morgan is present. Administered Items for Department of
TheHon.R.I.LUCAS: | have noted some of the Industry and Trade, $2 400 000

comments from the Leader of the Opposition and the shadow

treasurer on this issue. With due respect, | think you are Departmental Advisers:

confusing what could be genuine questions of differencesin Mr J. Cambridge, Chief Executive, Department of
policy between governments and alternative governments. limdustry and Trade.
this particular area, in my humble judgment, the sorts of Mr J. Hallion, Deputy Chief Executive.
things that the opposition is flagging do not make too much Mr D. Swincer, Executive Director, the Business Centre.
sense. The Supply Planning Council is a sort of semi- Ms E. Bensted, Director, Corporate Services.
independent body providing advice to both the independent Mr M. Krasowski, Manager, Business and Financial
regulator and me as the NEM minister. Services.

Mr FOLEY: But that was wrong.

TheHon. R.I. LUCAS: I think if you look at some of the The ACTING CHAIRMAN: Treasurer, do you wish to
appropriation speeches, what was flagged was that there areke an opening statement?
too many of these bodies and there is a need to amalgamate The Hon. R.I. LUCAS: Absolutely not.

or collapse some of these bodies. MsTHOMPSON: | refer to Portfolio Statements, Budget
Mr FOLEY: | do not think that; | think we were just Paper 5, volume 1, page 4.8, Infrastructure Development. In
critical of your task force. the highlights for 2000-01 a number of successes are

TheHon. R.I. LUCAS: Well, the task force is a one-off; mentioned—the industrial park at Salisbury, activities related
it completes its task by 30 June, or whenever, and that willo the Arc of Opportunity and a number of regional develop-
be the end of the task force. Let us put that aside—that is ment initiatives, particularly the Coorong region, etc.
short-term, one-off task. With respect to ongoing bodies, wélowever, there is no mention of anything in the south. Can
have the SEB, the independent regulator, which is clearlyou give specific strategies for manufacturing industry
independent and will continue; we have the Supply andlevelopment in the south and other industry developmentin
Planning Council, which is semi-independent in that itthe south besides the wine industry? We know how the wine
provides advice to the independent regulator and to thadustry development fits into the general package. If you are
government—in this case, through me—about the futurgoing to tell me that you will give lots of money for wine
planning needs for electricity for South Australia. Each staténdustry roads in the south, | will be very pleased, but
has to have a body like that. If you get rid of the planningbasically | want to know the government’s intentions for
council, something else will have to replace it to providesupporting industry development in the south.
essential long and medium term planning for electricity needs Mr Koutsantonis interjecting:
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TheHon. R.I. LUCAS: The member for Peake is being in the south—for a variety of reasons, and sometimes, for
helpful, as always. Clearly, two of the biggest issues that theeasons with which we might agree and other times for
government has been wrestling with for the last couple ofeasons with which we may not agree, they choose to go to
years are significant industrial developments in the south. Thether parts of either central Adelaide or suburban Adelaide.
future of Mitsubishi for workers and their families in the  So, the government is aware of the willingness of the
south is a critical issue for not only the south but for theOnkaparinga council and others in the south to ensure future
whole of the state. | am not going to waste the time of thedevelopment but, with the significant assistance that we are
committee this afternoon by going through all of that, unlesgroviding to Mitsubishi and Mobil, then | think everyone
the member particularly wants me to go through it. Moreshould acknowledge that the government is serious about
recently, there has been a public announcement that teying to maintain employment in the south, and grow it, and
decision is still expected towards the end of the year. Therkoking at some of these other areas to see whether or not we
is now some debate whether it is August, September aran attract future employment in the south as well.
December, but at about that time we should get a decision Ms THOMPSON: | thank the Treasurer for his answers
from the new owners and operators of Mitsubishi. The otheso far. However, that is more about maintaining employment
big area of interest—which, again, the member for Reynelin the south, and the emphasis on development was very
will be aware of—is the significant assistance that thesmall. We do have very high unemployment rates in the
government is trying to provide to Mobil to try to ensure— centre of the south, while the average for the City of

Ms Thompson interjecting: Onkaparinga is the same as for the ASD. There are areas of

TheHon. R.I. LUCAS: The government is trying very extremely high unemployment and there are also areas of
hard. extremely low work force participation rates. So, the call

MsTHOMPSON: It has taken two years so far. centre is really about getting some IT infrastructure there as

TheHon. R.I. LUCAS: It has taken me a bit over a year. much as the call centre itself. We know that call centres are
It has certainly taken the government two to three years: ihot a long-term answer to anything, but we do have a problem

acknowledge that. with IT infrastructure. Can the Treasurer tell me what is being
Mr Koutsantonis interjecting: done to assist the development of IT infrastructure in the
The ACTING CHAIRMAN: Order! south and also to commit to the long-term viability of the

TheHon. R.I. LUCAS: | think the member for Peake is regional export extension service that the City of
approaching hyperactivity this late in the afternoon. He need®nkaparinga is running?
a coke infusion, or something. He has woken up. In relation TheHon. R.I. LUCAS: | have asked for advice on the
to Mobil, the Premier was not the minister with responsibility regional export extension service that you are talking about
prior to me: | think Mr Evans had that responsibility. He andfrom my officers if we have that advice here. The other issue
| have been trying to reach some sort of accommodation botiat | have not addressed is that there have been some active
with the Onkaparinga council and with Mobil. There is discussions in relation to the gas pipeline issue. | am not sure
significant assistance from the government to try to resolvé the member is aware of that. | know there have been
that issue to ensure that Mobil can continue to be a significamtiscussions with the Onkaparinga council and some of the
industrial employer in the southern suburbs. | am advised—major industrial employers to see whether or not some of the
and, again, the member for Reynell will know—that thepeople proposing to build the gas pipeline from Victoria to
southern access BEC is funded to the tune of about $77 O®outh Australia might look at routes which might further
and we are about to fund for the next financial year a nevassist industry in the south. | will not bore you with the detail,
BEC at the top end of the southern end, about which | guedsut industrial employers in the south have been hot to trot on

you are talking, at Marion-Holdfast Bay. this particular issue for some time.
MsTHOMPSON: | am talking about Morphett Vale and MsTHOMPSON: That is so in the south and in the
surrounds. north.

TheHon. R.I.LUCAS: Those of us in the centre of TheHon. R.I. LUCAS: The member for Reynell is aware
Adelaide talk about the south starting in the deep south andf the dilemmas that employers are facing in the south, and
extending through to the top south. But, anyway, we will fundl acknowledge that. Discussions have taken place and are
another BEC in relation to that. In discussions that we haveontinuing with the various pipeliners as to what the options
had with the Onkaparinga council on Mobil, one of the issuesire. Ultimately, for the consortium that builds the gas
they have raised, as the member for Reynell will know, igipeline, the issue will be cost. Industry and Trade has been
whether or not call centre opportunities might be madectively involved in those sorts of considerations, both in the
available in the south. Officers of the Department of Industrysouth and also through the hills, because similar arguments
and Trade have taken that on board. They have had discusave been put to officers of Industry and Trade for many
sions with the Onkaparinga council and | know that, in theyears—certainly predating my one year or so in the portfolio.
discussions they have with various companies, the willingt know that the issues have been raised by local members and
ness of Onkaparinga council to assist in attracting employersthers through the hills as well.
such as a call centre operation in the south is noted. We have an opportunity. | do not know whether the

Ultimately—as | have mentioned in correspondence to thenember was here before, but ultimately there will be
mayor and/or chief executive of Onkaparinga council—commercial judgments, because the state government is not
clearly, the final decisions on location are for the privateputting money into the pipeline: it is being built by a private
sector companies. We can encourage them to move w&ector consortium. What we are trying to do is aggregate and
particular locations such as the south, and we are happy to dalk to industries; we are looking at the sort of demand that
so, but in the end it is a judgment that the private sectomight be available in the hills and in the south and providing
company and its board ultimately makes. There are a numbénat information to the people who might build the pipeline
of examples where we have tried to encourage a particulan an attempt to say to them, ‘Okay, if you do wander down
employer to go to one location—I am not necessarily sayinghis particular way it might cost this, but this is the sort of
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custom that you might be able to pick up interms ofdemand TheHon. R.I. LUCAS: | will have to take the detail of
for gas in these areas.’ The issue will be, of course, how ththat on notice. The honourable member will acknowledge that
gas pipeline, if it does come through the south, wanders it& terms of social disadvantage it is not just the south.

way up through the western suburbs to in and about Port Ms Thompson interjecting:

Adelaide. That is clearly an issue on which local members TheHon. RI. LUCAS: | accept that, but as the minister

and local residents through that particular area might have @, 1y \yorried about all areas of social disadvantage in South
view. | am not sure whether there will be unanimity of view  siralia, including the south. | am sure that the member will
amongst local members—the member for Peake and othy,nowledge that it is not just the south. We have significant
ers—about those sorts of issues, but | guess that is a matiglaas of social disadvantage in the north. In the upper Spencer
not only for the Labor caucus but also for the Liberal gyt and a number of other regions of South Australia there
parliamentary party room as well. A gas pipeline wandering, e areas of significant social disadvantage. We are happy to
through the western suburbs does raise some issues Wh&}ke it on notice and get some detail in terms of the research
WI||'0bVI('JUS|)'/ neeo! to be addressed from a community angnq what the various options might be for the future. | am not
re_3|dent|_al viewpoint, as well as frorr_1 the beneﬂ_ts that_ iSure of the figures the honourable member has quoted on
might bring to the southern suburbs in terms of industrialyaricipation rates. | am unsure whether she has updated with
development and cheaper gas. the most recent participation rates which have shown a

| am told that this department is not handling this issuegrowth in the last two months from the 59 per cent figure to,
The Minister for Government Enterprises is handling ahappily, back over 60 per cent again. To my recollection, the
telecommunications RFP at the moment. He has made &5 per cent she used might be a month or two out of date. |
number of ministerial statements, | believe, and has answerethn only going by memory.

questions in the House on that issue. The telcos in that are \jsTHOMPSON: They might be a month or two out of
looking at accelerating investment in IT infrastructure. | amgate put no more. | got them last Wednesday morning.

not privy to those discussions because they are confidential. TheHon. R.I. LUCAS: A month or two can sometimes

I know that those negotiations are not yet finalised. | am noFe important, let me assure the member for Reynell, particu-

sure what capacity, if any, the telcos have for additiona arly if you end up wanting to be a minister. We will take it

infrastructure in the south. | would be surprised if it was not notice, and will be happy to come back within the time

a significant part of the discussions th_at are currently takingrame with some detail on the sort of information requested
place. If the member has not already informally or formallyby the member

raised the issue with Minister for Government Enterpns.es— M's THOM PSON: With regard to the capital investment
MsTHOMPSON: Through the Southern Partnership.  giatement, | refer to page 14. | am not suggesting that you
TheHon. R.I. LUCAS: —through the Southern Partner- move the industrial park at Salisbury to Lonsdale. It is all
ship—then he is the minister responsible for that telecomright; | recognise the importance of development for the
munications RFP. | am advised that that export service igvhole state and the advantages it brings to the whole state.
partly a commonwealth program that has been funded. WitlThe cost of the project is $12 million this year and the
regard to the negotiations over Mobil that we are undertakingstimated total cost is $35 million. Did this project at one
with the Onkaparinga council, we are offering additionalstage involve the relocation of Clipsal? Is there still a
support for the south in terms of additional staffing to try toproposal for the government to support the relocation of
assist in economic development in the south. That is one @lipsal to Salisbury?
the very few examples where we have offered that sort of TheHon. R.I.LUCAS: Certainly in my time as Minister
additional support (except perhaps for the Playford exampleyy |ndustry and Trade there has never been a proposition for
to assist the council. As the honourable member would knowgjipsal to go to the automotive precinct of Supplier Park. |
the council is active in trying to develop industry in the south.gm advised that Industry and Trade are not aware of that
As part of our total package we have made an offer to try tgyroposition. In the very early stages, there was discussion
assist through outsourcing of staff for a period of three yeargpout Clipsal, or parts of Clipsal moving to other locations,
Those staff will be under the control and direction of thepyt not to this Supplier Park issue. In relation to the first more
council. The council can use those staff, together with itsypstantive point, | was delighted to see the television
own, in a new thrust for industrial development in the southyoyerage of the Premier and industry leaders on Tuesday
assisted, in part, by this package the government is puttingight. However, in and amongst that, in a number of televi-
together. sion stories | saw John Camillo being widely quoted as
MsTHOMPSON: As the minister would know, we do saying, ‘People need to realise that this will not only be an
not see the package as being anything like equal to the losglvantage for Holden’s but Mitsubishi as well.’ It was
of the Mobil rates. In the targets for 2001-02 (page 4.6), akeartening to see that. Also one of the industry leaders—it
a new initiative the minister has ‘research the integration ofnight have been Bruce Griffiths—also made the point on one
economic and social policies to address impediments tof the television bulletins that, whilst this investment,
employment and build community capacity in those areas ddignificant as it is, is located in the north, given the size and
high disadvantage’. We have just talked about the fact thahe economies of scale we are talking about and the import-
some areas in the south are areas of high disadvantage. | wamice of automotive manufacturing in the state, there will be
to put it in the context that of all the states South Australigflow-on benefit for Mitsubishi as well as for Holden’s. Both
has had a decrease in work force participation of 3.5 per cemtdustry and union leaders are acknowledging that and
over the last 10 years. That indicates a high area of need amelcognising it. | welcome that, because it is a sign that a
a challenge in terms of integrating those people into fulfthem versus us’ or a ‘north versus south’ attitude has not
economic and community life. | recognise that this is a newbeen adopted. It will be good for Adelaide and South
initiative and it says ‘research’, and presumably there was Australia and for both manufacturers in terms of what will be
project brief for this project. What are the intentions here? done.
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MsTHOMPSON: | was aware of the benefits for packing operations and a variety of others. The chief
Mitsubishi. The other part of my point relates to governmenexecutive reminds me that we had a significant investment in
support for the relocation of Clipsal. Is any relocationthe abattoir operations, which | might say was very success-
intended? That was not clear. | know that it was on the cardsul, too.

It was signalled to the Public Works Committee as a forth- |n relation to the Murray Bridge project, which we
coming project. However, it has now fallen off the forward recently visited with the community cabinet, | know they
project timetable. What has happened to that project?  quoted a very impressive figure in terms of the number of

TheHon. R.I.LUCAS: | am advised that Clipsal had people currently employed—over 500 is the first estimate.
expressed some interest in moving part of its operations to gob numbers have now recovered at T&R Pastoral at Murray
location in the north, although not the one we have beeBridge, and it is almost 800 now compared with a previous
talking about. It has advised the department that it hagverage of 390. In relation to Teys Bros at Naracoorte, whom
changed its thinking, and it does not appear that it wants te assisted, it will be possible to build employee numbers to
proceed with that previously foreshadowed intention. It is350 by 2003, 2005. There have been some significant
now having some other discussions about potential moveavestments by the Department for Industry and Trade and
elsewhere. | am not aware of the detail of any of thosahe government in targeted regional development invest-
discussions. Clearly, they have not got to the stage where-ments, and credit to John Cambridge and senior officers in

An honourable member interjecting: the department who, by and large, have been very successful
TheHon. R.I. LUCAS: Speak to whom? in terms of job creation.
Mr KOUTSANTONIS: Jim Bonner. | know from the community cabinet meetings that the

TheHon. R.I.LUCAS: The member for Peake, as \injster for Employment and | are delighted at the types of
always, is about a month or two behind. That is why | wasproblems we are running into at Murray Bridge community
warning the member for Reynell. cabinets, Upper South-East community cabinets and Mid

Mr Koutsantonis interjecting: North community cabinets such as the issue of finding

TheHon. R.I.LUCAS: The member for Peake has nhoysing for workers and, in some cases, finding workers for
woken up. Thank you. | will not be diverted by the memberthe jobs that are available, and those sorts of pressures on
for Peake. Itis ultimately a business decision for the managgnfrastructure in our regional communities. As the Premier
ment of Cllpsal, and it ObVlOUSIy. ne.eds to make its (:)Wnis happy to say on many OCCaSionS’ heis happy to have those
judgments. Should at any stage it wish to proceed with &orts of pressure points on government as opposed to the ones
request for any_possmle assistance, it will be treated age were seeing five or 10 years ago when people were
everybody else is treated. It will have to be done on thgjeeing regional communities and moving to the city to find
merits. If it has to go through the various parliamentaryjops,

processes, whether that includes IDC, the Public Works Mr FOLEY: We have a leaked document from the Chief
Committee or whatever, members of the opposition will have:,ec\tive Officer of the Department of Premier and Cabi-
an opportunity to express a view one way or the other, agq;_

well. . S
Mr MEIER: Will the Treasurer give us a run-down on The Hon. M'_K' Brindal interjecting:
how Industry and Trade is helping in the rural areas, and MT FOLEY: Yes, another one.
perhaps identify some of the key rural projects that have been The Hon. M.K. Brindal interjecting:
undertaken in the past 12 months or are proposed for the Mr FOLEY: We want to go home not too late tonight,
coming 12 months? Mark, so do us a favour. We have a leaked document from
TheHon. R.I. LUCAS: There are a number of areas. the Chief Executive Officer of the Department of Premier and
Clearly, as | indicated earlier in response to questions in theabinet, Mr McCann, showing a new strategic policy
Treasury portfolio, in the regional statement the governmergdivision within the Department of Premier and Cabinet which
has summarised all investment from government departmengi¢als with a number of issues that are being or should also be
in rural and regional South Australia. | will not take the time dealt with by their agencies such as employment policy,
of the committee this afternoon in going through all that, butstatement of economic directions, strategic industries,
I can certainly make reference to the programs there. ~ automotive industry, Productivity Commission and
In relation to the Regional Development Infrastructureinformation economy. Can the minister advise what this
Fund, the government has a commitment of aboustrategic policy division within the Department of Premier
$5.5 million a year now for infrastructure development inand Cabinet can do that DIT cannot do, is not or should not
regional areas. | am told that, to date, about 36 projectglready be doing?
involving a total of almost $6 million have been approved.| TheHon. R.I. LUCAS: | have said it twice today; | will
am advised that the level of assistance has generated say it the third time: where the Premier goes, | loyally follow,
retained a bit over 2 000 full-time and part-time jobs, and and on this occasion | do so again. The Premier very
further 14 or so projects are currently being evaluated bycomprehensively outlined the reasons for the establishment
firstly, the panel, and then, ultimately, a cabinet committeef this division not only in relation to industry and trade but
of which | am a member— | think he was talking more broadly about some strategic
TheHon. M.K. Brindal interjecting: policy issues across government. Without repeating all the
TheHon. R.I.LUCAS: | am sure you are. Also, the detail of what the Premier said, what he was highlighting was
department, through a number of its other funds which it hathat one of the great advantages of being in a small state is
managed on behalf of either the federal government or otherf)at you can have a Premier who is hands-on and active; and,
has made a number of significant investments in aquacultusghen industries have problems with any of us within the
related projects: Amcor in the Lower Mid North, the agencies, the Premier is available to have a meeting very
movement of Adelaide Mushrooms from the southernquickly. He wants to be in a position to be able to—bang
suburbs to a location near Murray Bridge, a number oheads together is too impolite a way to put it—show leader-
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ship on behalf of all of us within the agencies who want toforward estimates in terms of the total appropriation for the
loyally follow him to resolve the issue. fund.

As he highlighted, one of the projects involved five or six | have noted some comments in relation to the increased
departments and agencies who all had a genuine interest dppropriations for my Department of Industry and Trade for
a particular issue. | think he talked about the Baross2001-02. In part, that is driven by the size of the Industry
infrastructure project and a number of others. SAMAG is anvestment Attraction Fund, and the forward estimates for
perfect example of where you have two, three, four, five anthdustry and Trade see a significant reduction from the figure
sometimes six agencies all having an active interest. In thosgat is quoted for next year in terms of the forward estimates.
cases, you can have a little turf warfare. It does not alwaysam happy to take the detail of the question on notice and
happen, but occasionally you can have that break-out andfiring back a response, but that is generally the flavour of the
is then that leadership needs to be shown. We are lucky t@sponse.
have in the Premier someone who now believes that—along mr EFOLEY: Itis fairly obvious what the government is

with the advice he receives from Warren McCann andjoing: it is spending as much money as it can in this year in
others—he will be able to take that |eaderShIp role in brlng|nghe |ead_up to an election, then |eaving the next government
agencies together by crashing through any particular proljthe Treasurer's government re-elected or a new Labor
lems that we might be having in the agencies and bringingovernment) with some tighter budgetary constraints in that
them to an eal’|y conclusion. | think that is his th|nk|ng, andarea_ But that is what you get when you are in government:
as his loyal ministers we are delighted to follow him on thatyoy can do things like that.
particular path. The Market South Australia program is a $4.5 million
Mr Koutsantonis interjecting: program next year, up from $3.4 million this year. Given that
TheHon. R.I. LUCAS: | thank the member for Peake for {his'is an election year, it is more than ever vital to ensure that
that interjection. _taxpayers’ money is not once again misused for partisan
Mr FOLEY: | know, Treasurer, that you are a good friend | jhera| party electioneering. Can the Treasurer provide a
of the Premier but, please, you do not have to lay it on quitgyreakdown of all spending under this $4.5 million program
so thick. The same leaked document— worth more than $5 000 per year for 2001-02?
mrr ﬁ%ﬁﬁ?ﬂg'gﬁ;ﬁ'&%ses out TheHon. R.I. LUCAS: We are happy to take that on
y Y ’ notice and bring back a response.

The ACTING CHAIRMAN: Order! ) - .
Mr FOLEY: The same document we have states thatth? M.r FOLEY: Does the $4.5 m|II|on program include
unding for the government sponsorBirections program

major projects division of DPC will work on a range of ) i
projects such as shipbreaking—heaven help us; | thought th3f! Channel 97 If so, what is the annual cost oflfitections

one had died a death—SAMAG, the Adelaide to DarwinprOgram? ; .
railway and other activities. The Treasurer has partly _1heHon.R.I.LUCAS! Itcosts $15 000 per episode, so
answered it, but | find it extraordinary that those activities!t 18 $195 000, plus $65000 for advertising and repeat

could not be sufficiently undertaken under the existingScreenings, which makes a total cost of about $250 000 or
structure of DIT, but clearly the Premier does not have$260 000. | am told that the recent series had a total audience

confidence in DIT being able to deliver those projects. We2f 860 000 viewers, and two specials on food and bioscience
know what the Premier is like: he likes to do everything. jattracted about 250 000 viewers. Over 250 companies have

think he needs to learn to delegate a bit. Anyway, th:;bee”, featur_ed. Programs promoted the impo_rtance of the
Treasurer has answered that question really. The investmesfte’s key industry sectors, such as automotive, food and

attraction— wine, information technology, defence, health and electron-
Members interjecting: ICS. .
The ACTING CHAIRMAN: Order! Some research—commissioned by Channel 9, | under-

Mr FOLEY: | refer to the investment attraction and Stand—has been done with the companies that have been
enterprise improvement outputs, pages 3.1 and 3.2, BudgéWolved, and it showed strong support for the program
Paper 5, page 4.11. For 2001-02, nearly $45 million has begimongst featured companies: 100 per cent said they would
allocated for investment attraction and $37.5 million forParticipate irDirectionsagain if given the opportunity; 93.7
enterprise development. Again, you can take these questioRg" cent rated the program as good, very good or excellent;
on notice, Treasurer. What are the amounts budgeted f@nd 75 per cent said that participatindlirectionswas good -
these items in the forward estimates for the years 2002-09F very good for their business. | am advised by the chief
2003-04 and 2004-05? What amounts are already committe@kecutive that the government, through the department, does
for expenditure from these programs in 2001-02 eithepOt have editorial control over the final content that goes to
because work has commenced or because contracts have b@én! do not, because | have never had any involvement with
signed? Are any projects to be commenced in 2001-02 théat all, and | am sure that previous ministers have not.
will carry over into the following years? What is the value of ~ Having spoken to a number of companies that have been
assistance already committed for the years 2002-03, 2003-@avolved in the program, | know that they have been delight-
and 2004-05? ed at the impact on their business. The important thing, which

TheHon.R.I.LUCAS: | will make some general |am sure even opposition members would agree, is that those
comments but take the detail on notice and provide as mugtpmpanies, the workers who work for them and the families
of a response as | feel we are able to. | certainly can answa&vho rely on them for income, will all be delighted that the
a good number of the questions that the member has raiseghmpanies are doing well as a result of being involved in this
| indicate that broadly, in terms of the forward estimatesjoint initiative.
certainly for the near future, there are very significant Mr FOLEY: | can understand an argument from the
commitments against the IIAF (Industry Investment Attrac-tourism minister that there might be some value in hosting
tion Fund), and that there is a significant reduction in thePostcards andDiscover—
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TheHon. R.I.LUCAS: That's not what you said TheHon. R.I. LUCAS: | have not seen a copy of the
Tuesday. You were a bit tough on it. report, so at least let me read it first. As | indicated, it is the
Mr FOLEY: No. | said on Tuesday that there may befirst part of an ongoing review. | have not seen it; | will need
some argument that is sustainable Rustcards and Dis-  to take that on notice. It would make sense to me that the
cover, although | am not yet convinced, but perhaps there iseviewer ought to complete the review before we start doing
a debatable point with tourism, given the need for people iiit in parts and shovelling it out. It might be unfair on the
South Australia to be touring in their own state. But | haveorganisations being reviewed if a partial review were to be
to say—and | mean no disrespect to the people involved—distributed before we had had an opportunity to complete the
that for the life of me | cannot see what benefit we get out ofotal review.
Directions, particularly given that they are great South Mr FOLEY: So, you are not able to make any further
Australian companies, no doubt, but they are not in the maicomment on the findings on the draft report?
producing consumer goods for domestic consumption. TheHon. R.I. LUCAS: No.
The program is on at about 10.30 at night: you really have Mr FOLEY: | refer to the capital investment statement
to be hard up for some television to watch the full hour of it.in Budget Paper 6, page 14, where the capital works table 4.5
Maybe | am missing something, but | just cannot see it. Noaind the capital works program for industry and trade shows
that | am advocating this because it would be too expensivey, budgeted capital works in 2001-02 of only $1 million.
but if you were running it in Sydney or Melbourne, where Budget Paper 3 states that the data in table 4.5 is sourced
you are showcasing South Australia, then maybe, burom the capital investment statement—
showing it to ourselves | do not see what we get out of it. TheHon. R.I. LUCAS: Which document are you in?
TheHon. R.I. LUCAS: | understand that this program Mr FOLEY: | am in Budget Paper 3, table 4.5, page 4.8.
has been going in one form or another since about 1996. THavant to reconcile it with the capital investment statement in
original initiative would have been an initiative of the now Budget Paper 6, page 14. Capital works table 4.5 and the
Premier and then Minister for Economic Development, orcapital works program for industry and trade show budgeted
whatever the title was at the time. | am advised also that theapital works for 2001-02 of $1 million. Budget Paper 3
department, in terms of its push into other states, promotiorstates that the data in table 4.5 is sourced from the capital
and those sorts of things, uses a number of the clips that wavestment statement. The capital investment statement in
get from this program. If we were not involved in this Budget Paper 6 for Industry and Trade, however, shows
program, we would need to incur costs in terms of eitheexpected capital works in Industry and Trade of $37 million.
promotional work or activities that we undertake on behaliwhich of these two figures is correct, and where does the
of the state in other states. additional $36 million of extra capital funding for DIT appear
Looking at advertising, we are doing in-flight advertisingin table 4.5?
on Qantas and Ansett, highlighting the wonderful attractions TheHon. R.I. LUCAS: | am struggling to keep up with
of doing business in South Australia. We also use some ddll these tables. Is table 4.5 on page 4.8?
these clips in our overseas offices in promoting South Mr FOLEY: Yes. Industry and Trade has $1 million. If
Australia. It is an easy target: | accept that; but if we in DITyou go to the capital investment you see $12 million for the
did not have the program we would need to be separatelypdustrial park and $25 million for the railway line.
employing similar production groups to put together clipsand TheHon. R.I. LUCAS: We might need to take this on
packages for us to promote South Australia overseas antbtice. | am told that the $1 million refers to internal capital
interstate. So, we need to look at those sorts of issues.  infrastructure such as computers within Industry and Trade.
Mr FOLEY: In relation to Budget Paper 5, Output 3.3, As to where, if at all, the $12 million (which | can assure you
page 4.12, Industry Support, has the government commisvill be spent) appears in table 4.5—
sioned a review of the effectiveness of its funding for Mr FOLEY: Itis not an earth-shattering question.
Business Vision 2010 and, in particular, its activities TheHon. R.I.LUCAS: | will take that on notice. | am
designed to promote industry clusters; if so, at what cost? not sure whether it appears in one of the others. | cannot
TheHon. R.I. LUCAS: We have started to collect some imagine why it would be in one of the other portfolios, so it
information in relation to the effectiveness of Business Visiormay well be that that table does not take into account some
2010. We have an agreement with Business Vision 2010 thatapital works. Why that would be the case | am not sure. |
we will conclude that review over the next 12 months, sowill take that on notice and bring back a reply.
before either we or some new government takes a decision Mr FOLEY: Following on from that, you have allocated
about ongoing funding, that government and that ministe$35 million for infrastructure at the industrial park at
will be armed with quite a comprehensive review, because 8alisbury. That is separate from any moneys spent on
range of programs is undertaken, as the honourable membiedustry assistance?
will know, so it is not like looking at just one program and  TheHon. R.I. LUCAS: Yes. In the end, having expended
reviewing it. We have to look at the range of programs thathe money on infrastructure, the government is looking for
they are involved in. They are also going through a sort ofevenue from land sales from the companies that go there, so
reassessment in regard to their relationship with Business S#jere is a connection. So, part of attracting companies to go
and we will need to see how that settles. That is currentlyhere is that they will pay for land costs and whatever else

occurring. there may be so that a revenue stream comes back to the
Mr FOLEY: Who conducted the review and when did government from that part of the development at DSTO.
DIT receive a copy of the consultant’s draft report? Mr FOLEY: | move on to Mitsubishi’s announcement

TheHon. R.I. LUCAS: We will take that on notice. We today that it has put back until December its decision as to
think it might be a Tasmanian consultant after a registrationvhether or not it keeps its plant open. It may be that it is
of interest, but we will take it on notice, find the name of theawaiting the outcome of the federal election to see whether
person and provide the information. a federal Labor government reconsiders some of the issues

Mr FOLEY: When did you receive a copy of the report? the company has put before the federal government. Are you
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able to comment? Have you had discussions with Mitsubishpushing on, trying to get the 30 000 units they are required

in the light of that announcement, and can you provide anyo get and the other performance requirements that they have

further advice? Obviously there might be some confidentiabeen told they must achieve this financial year. They were

stuff which you would rather not discuss. What are we doing®ptimistic about that as you would have seen, not only from

Are we just waiting or keeping in contact with them regular-Tom Phillips’s statements but also from the some of the

ly? union leaders, who have also made some statements in the
TheHon. R.I. LUCAS: We have not had recent discus- past couple of days.

sions, but the advice | have had is that the decision would be Mr FOLEY: | am done. After eight years of these

taken towards the end of the year. | know that variousestimates | do not have the strength to go through until 10

sections of the media have reported various dates rangiraclock.

from August-September through to the end of the year. One The ACTING CHAIRMAN: There being no further

of the other issues from Tom Phillips and others is that as thguestions, | declare the examination of the Department of

minister | am very cautious about taking as gospel what | reathdustry and Trade and Department Industry and Trade,

in the newspapers until we have a chance to confirm someékdministered Iltems, vote completed.

thing with Mitsubishi. | was in a meeting yesterday where

there was a representative of Mitsubishi—certainly not at the ADJOURNMENT

highest level. Their viewpoint, and the message Tom Phillips

was giving the senior executives, was that this was consistent At 6.09 p.m. the committee adjourned until Tuesday

with their understanding in terms of timing and that it was26 June at 11 a.m.



