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TheHon. K.O. FOLEY: | am disappointed that the
HOUSE OF ASSEMBLY Hon. Rob Lucas is upset because | have not spoken to him,

but, if that upsets the Hon. Mr Lucas, | am deeply troubled.

The opposition is free to ask whatever questions the opposi-
tion wishes to ask and | as minister will choose to answer
what questions | choose to answer. We will be sticking to the
timetable as agreed. The opposition liaised with the Hon.

Tuesday 17 June 2003
ESTIMATESCOMMITTEE B

Chairman:

Dean Brown as the leader of opposition business, and if
The Hon. R.B. Such within the Liberal Party the dries do not talk to the wets, then
Members: that is not my problem. We have negotiated with the Hon.
The Hon. I.F. Evans Dean Brown and we have agreed to a timetable. Surprise,
Mr R.M. Goldsworthy surprise, but it is my understanding—and correct me if | am
Mrs J. Hall wrong—that it is what we agreed to last year and it is what
Mr T. Koutsantonis you gave me in opposition.
Mr M.E. O’'Brien As someone who has sat for eight years in opposition and
Mr J.R. Rau who has been belted around the ears by every Liberal
treasurer and leader for eight long solid years, | know a little
The Committee met at 11 a.m. about opposition estimates, and the way in which | was

treated in opposition compared to the way in which we are
treating the opposition is chalk and cheese. As | said, ask all
the questions you wish, but | will be sticking to the timetable,
as published, which is more than enough time to cover the
Department of Treasury and Finance, $38 639 000 ground that you want to cover. Unlike the Hon. Rob Lucas,
Administered Items for Department of Treasury and ~ Who gave 20, 25 minute answers, | will keep my answers

Finance, $954 498 000. very brief. You can ask as many questions as you like
because, unlike the Hon. Rob Lucas, | am not afraid to
Witness: answer questions. With those few opening shots, | am happy

The Hon. K.O. Foley, Deputy Premier, Treasurer, Ministerto receive the onslaught from the opposition. _
Assisting the Premier in Economic Development, Minister The CHAIRMAN: Changes to committee membership

for Police, Minister for Federal/State Relations. will be notified as they occur. Members should ensure that

the chair is provided with a completed request to be dis-

Departmental Advisers: charged form. If the minister undertakes to supply informa-

Mr J. Wright, Under Treasurer, Department of Treasurytion at a later date, it must be submitted to the committee

and Finance. secretary by no later than Friday 25 July. | propose to allow
Mr P. Grimes, Deputy Under Treasurer. both the minister and the lead speaker to make an opening

Mr B. Rowse, Deputy Under Treasurer. statement if they wish. There will be a flexible approach to

Mr D. Imber, General Manager, Finance. giving the call for asking questions based on approximately
Mr M. Priadico, General Manager, Government Account-three questions per member, alternating each side. Supple-
ing and Reporting. mentary questions will be the exception rather than the rule.

Mrs K. Moore, Director, Revenue. A member who is not part of the committee may, at the
Mr R. Schwarz, Assistant Under Treasurer, Economicsdiscretion of the chair, ask a question. Questions must be
Mr R. Emery, Director, Financial Services. based on lines of expenditure in the budget papers and should
Mr C. Moore, Manager, Communication Services. be identifiable or referenced. Just on that, to save time, unless

someone is asking something which is pretty obtuse, | will

The CHAIRMAN: The estimates committees are anot ask members to specify exactly which line because it
relatively informal procedure and there is no need to stand ttakes up a lot of time of the committee but, if it gets out of
ask or to answer questions. The committee will determine ahand, we might have to revert to that approach.
approximate time for consideration of proposed payments to Members unable to complete their questions during the
facilitate changeover of departmental advisers. | ask thproceedings may submit them as questions on notice for
minister and the lead speaker for the opposition to indicatenclusion in the assemblyotice Paper. There is no formal
whether there is an agreed timetable for today’s proceedingtacility for the tabling of documents before the committee.

TheHon. K.O. FOLEY: Yes, we have. The opposition However, documents can be supplied to the chair for
had a complaint but I think it has been resolved. distribution to the committee. The incorporation of material

TheHon. |.F. EVANS: My understanding is that no-one in Hansard is permitted on the same basis as applies in the
from the government has spoken to the Hon. Rob Lucas.house, that is, it is purely statistical and limited to one page
know that no-one has spoken to me. We would prefer to sin length. All questions are to be directed to the minister, not
past 6 p.m.. We may seek to ask a few questions in relatiothe minister’'s advisers. The minister may refer questions to
to SAICORP, Super SA, SAFA and SAAMC and have aadvisers for a response and, in that case, | would ask the
longer time for either DTF or those groups afterwards. Inadviser to indicate their position for the sakeHtdnsard. |
other words, Funds SA, MAC and the Office for Economicdeclare the proposed payments open for examination and
Development may be brought forward because we might havefer members to appendix D, page two in the budget
a few questions in the SAICORP, Super SA, SAFA andstatement, and part 3, Volume 1 of the Portfolio Statements.
SAAMC area. My understanding is that there has been n@he minister can make a statement if he wishes.
communication between the Treasurer’s office and the Hon. TheHon. K.O. FOLEY: From memory, the Hon. Rob
Rob Lucas’s office. Lucas—and | stand to be corrected—would give a 15, 20,
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25 minute opening introduction. | do not intend to make an Mr KOUTSANTONIS: Treasuretr, | refer to your budget
opening statement. statement (pages 7.6 and 7.7). What is the current status of
TheHon. |.F. EVANS: Prior to this year’s budget there negotiation between the government and the US power giant
were a series of pre-budget leaks claiming significant cuts iNRG Energy Inc.?
expenditure by the Premier and the Treasurer in their TheHon. K.O. FOLEY: With regard to the opposition’s
departments so that millions of dollars could be transferreduestion, some of the staff increases are in support services
to the hospitals. For example, an article in fuvertiser of  to parliamentarians. It comes under my ‘administered items’
10 April this year states: line.
The Premier Mike Rann has ordered a cut of nearly $4 million T heHon. I.F. EVANS: Even if we only get one extra
in his department’s budget. The money will be directed to the state’staff member each, it is still only 69 out of 125.

hospitals. This amounts to an 11 per cent cut in the department's TheHon. K.O. FOLEY: | am just making an observa-
budget of $34.2 million for this financial year. It comes on topy;

of $2.3 million cuts which were put in place also for this year by i . .
Treasurer Kevin Foley. The Hon. |.F. Evansinterjecting:

. . . . The CHAIRMAN: Order! It is time member m
Senior Treasury sources at the time advised the Liberal Par ec Order! Itis time members came to

that these claims by the Treasurer and the Premier were . ; ; :
simply not true. Budget Paper 4, Volume 1 (page 316) show. a;:}g%';r?{]'a}ét'uoél:;OLEY' I am putting quite a few into
the DTF budget total expenses for 2003-04 are some $67 mil- M emberé interj ecting'

lion, whereas the total expenses for 2002-03, estimated, were The CHAIRMAN: Crderl All members need to calm
some $64 million. In other words, there has been a $3 mi”ior?jown and get on WitH the joB.

increase and not a cut, as put out to the press. Does the TheHon. K.O. FOLEY: As members may recall from

Bast statements of mine in parliament, at 5 p.m. on 10 Dec-

ember 2002 | attended a meeting at which | was informed that

one of the companies involved in the Liberals’ failed
ivatisation of South Australia’s electricity assets, Flinders

spending in DTF and, therefore, no transfer of millions
from DTF spending to hospital spending?
TheHon. K.O. FOLEY: The substantial savings from the

revolution in the amount of information provided now by g,ch a move had the potential to trigger a liability which |
governments on budgets. We now detail all the cuts. They aigag aqvised at the time was projected to be in the order of
there for everyone to see, and you can answer your oW1 40 million in present value terms to the taxpayers of South
question by reading the budget papers. _ Australia under guarantee arrangements negotiated by the

TheHon. I.F.EVANS: | follow that answer with @ former government and the former treasurer, the Hon. Rob
supplementary question. Is it not true that in actual fact therg c55.
has been no cut to Treasury in money transferred to hospi- Fo|lowing receipt of this advice, the government immedi-
tals? The Premier is out there saying there will be an 11 pegtely pegan high level discussions with NRG Energy Inc. and
cent cut to your agency to go to hospitals. Is it not true thajis advisers, as well as the controlling banking syndicate. It
that has not happened? _ _ _ haslargely been as a result of these proactive efforts of this

TheHon. K.O. FOLEY: As | said, the cuts in savings in government that the temporary continuation of funding from
the Department of Premier and Cabinet and the Treasufylinders Osborne Trading has been secured. This has delayed
department are substantial, real and in the budget papers.the immediate call on the government's guarantee thereby at

TheHon. I.F. EVANS: How does $3 million in expendi-  this point saving the taxpayers of the state from a loss in
ture from last year equate to an 11 per cent cut? excess of some $140 million. The government has continued

TheHon. K.O. FOLEY: The cuts to the Department of to monitor the situation throughout the initial organisational
Premier and Cabinet and the Department of Treasury an@structure of the US parent, NRG Inc. to ensure that the state
Finance are substantial and real, and are detailed extensivelyadequately represented in any proceedings commenced in
line by-line in the budget papers. the United States.

TheHon.|.F. EVANS: | refer to Budget Paper4 As members may be aware, on 14 May 2003 it was
(page 3.2). During the election campaign, the Treasurer wagported publicly that NRG Inc. had filed voluntary petitions
very critical of what he called the excessive growth of thefor reorganisation under chapter 11 of the US bankruptcy
number of fat cats in total employment in DTF. In his Laborcode. Chapter 11 provides a process for rehabilitating a
costing documents, the Treasurer attacked the fact that totabmpany’s faltering business under the supervision of the
employment within DTF was set to rise to some 710 full-timeUS bankruptcy court. This process sometimes results in
equivalents, and he promised to reduce the numbers. It tompanies successfully working out a plan of reorganisation
interesting to note that the Treasurer is now preparing teith the US bankruptcy court, creditors and stockholders to
increase the total full-time equivalents from some 721 inreturn to profitability. However, at other times it does lead to
2001-02 to 846 next year—an increase of some 125 full-tim¢he company’s liquidation. At this stage, the government is
equivalents. How does the Treasurer justify asking otheuncertain of the outcome. Since the events of late last year,
ministers to reduce full-time equivalents while his departmenthe government has worked cooperatively with representa-
is allowing this massive growth? tives of NRG, its subsidiaries and its financiers. Arrange-

TheHon. K.O. FOLEY: You will not let go of that ments have been negotiated which will greatly relieve the
election that you lost. | know Rob Lucas sits in his office— government’s exposure to the Osborne arrangements in the
and he is probably doing it right now—lamenting the fact thatshort to medium term.
he is no longer the treasurer of this state. That is an interest- | am able to confirm today that formal documentation
ing observation. You have quoted from the budget papersmplementing the advised arrangements between
You have answered your own question. NRG Flinders and its financiers has recently been executed.
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The government has now been advised that the voluntaithis customer. There are approximately 20 000 such custom-
petitions for reorganisation under chapter 11 of the USers, notall of which are farmers or country properties. These
bankruptcy code filed by NRG will not affect the implemen- properties cannot be amalgamated under a single assessment.
tation of these arrangements. Furthermore, NRG has advis&ch property served is regarded as a separate customer. For
the government that the indemnity provided by NRG to thesupply by measure accounts, only one meter is permitted per
government in respect of the government’s guarantee will bassessment. So, supply by measure customers will pay a rate
preserved and will not be directly prejudiced by the chap-of $30 per meter, not $135 per assessment. We think that is
ter 11 process, subject to final court approval. a fair and equitable way to approach the levy. | thank the
This is a very good result for the people of this state.opposition for its support, and the bipartisan approach it has
Based on our latest advice it would appear that this goverrdemonstrated on the application of the Save the Murray water
ment’s tough stance in the face of enormous pressure frofavy.
the international power giant NRG has paid dividends and Mr KOUTSANTONIS: My last question is in relation
saved taxpayers a bill in the order of $140 million. Howeverito Budget Paper 3. What was the accrual budget outlook
the government and its advisers will be closely monitoringwhen this government came to office, and what improve-
the chapter 11 process and stand ready to take the appropriatents are expected over the next four years as a result of the
action, which the company and its advisers are well aware cf003-04 budget?
and which is within our power, to ensure that the indemnity TheHon. K.O. FOLEY: I will pass around a document,
provided by NRG and the government and the implementawhich shows the general government accrual net lending and
tion of the arrangements are not directly prejudiced by theash surpluses; and the performance of the state since
chapter 11 process. 1998-99 through to the expected performance in 2006-07. It
Mr KOUTSANTONIS: In relation to Budget Paper 3, is an interesting picture. | thought members might like to
what is the method of application of the Save the Murrayreflect on that document because it is a good picture. It shows
River levy to country SA Water customers? that the accrual budget outlook across the forward estimates
TheHon. K.O. FOLEY: Mr Chairman, | seek clarifica- has improved significantly since this government came to
tion. Given that this is a bill before the house, is it appropriateoffice. An accrual surplus is expected in 2002-03, and in the
for me to canvass the methods by which we will be applyindorward years, notwithstanding a small deficit in 2003-04, we

that, or would you prefer me not to? will be seeing growing accrual surpluses.
The CHAIRMAN: You should not pre-empt debate. You  Immediately upon coming into government, | requested
should be careful in what you say. a full briefing on the budget position, as it was presented in

TheHon. K.O. FOLEY: As it is an important matter 2001-02 mid-year budget review. We do not need to go over
contained within the budget and it is subject to some discughe history, but some urgent action was needed by
sion, the government will be announcing and clarifying thegovernment—and we undertook that. The accrual position
application of the levy. As we know, the levy was announcegresented in the government’s first budget in 2002-03
as part of the 2003-04 budget in response to increasa@flected animprovement in the general government accrual
funding pressures aimed at saving the River Murray. Théorecast with a deficit in 2005-06 reduced to $96 million.
financial requirements for all governments are huge, and Estimates contained in the 2003-04 budget have improved
appreciate that the member for Davenport, as a formesignificantly since the 2002-03 budget and further since the
minister for the environment, would be more aware than mos2002-03 mid-year review, reflecting favourable movements
of the enormous pressures the river is under. | thank thm parameters underlying the budget, higher revenues and
opposition for indicating its support for the levy. The levy increased estimates of commonwealth grant receipts.
will be confirmed by legislation as we have indicated. TheExpenditure measures in the budget have been met largely
levy is expected to raise $20 million per year and apply tdrom savings, revenue measures or provisions set aside in the
approximately 500 000 SA Water customers. As we hav002-03 budget.
publicly said, residential customers will be charged $30 and The 2003-04 budget forecasts an accrual surplus of
non-residential customers $135. $312 million in 2002-03, and an accrual surplus of $109 mil-

Country land customers with land holdings of less therlion in 2005-06. This represents an improvement of some
10 hectares will be assessed at the residential rate of $30$485 million in 2005-06 accrual forecasts since the 14 March
know that would be of interest to the member. In respect 02002 update. In addition, the 2006-07 forecast of a $133 mil-
the treatment of rural SA Water customers, there are twtion surplus is significant, as from that time the budget
types of customers. There is what we call the country landbottom line will no longer be supported by larger dividend
customers. There are approximately 20 000 country landistributions from the South Australian Government Finance
customers. In many cases, multiple land holdings, whethekuthority and the South Australian Asset Management
or not contiguous, are amalgamated under one assessmedarporation. | couch all my answers to questions today: this
This is the case within a single country lands water districis the advice provided to me and it is the advice | am
where the properties are farmed as a single entity under thgroviding to the house.
one ownership. Regardless of the number of meters on the Members should look at the chart and note the history of
property, such land ownership will incur only one levy. Thethe performance of government budget management, and bear
amount will depend on the size of the land holding, that isjn mind that in 1998-99, some five years since the Liberals
above or below the 10-hectare threshold. Where farntook office, they were still running accrual deficits of some
properties are not amalgamated, owners can explore tf§297 million and a cash position of some $212 million
potential benefits of this option by contacting SA Water. Wenegative. | am advised that the next year the accrual deficit
will be making sure that the country lands people are awarbad grown to some $471 million and a cash deficit of
of how to make those arrangements with SA Water. $239 million. In 2000-01, again there was this huge deficit

The other category is the supply by measure customers-a accrual terms of some $399 million and a cash deficit of
and | am sure the member for Davenport will be familiar with$108 million. Clearly, the former treasurer—and | know | am
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not here to criticise him, but I think it needs to be put intohad a difficult job upon coming into office in 1993. Notwith-
context—was incapable of good budget management and watanding all my criticisms at the time, Stephen Baker had to
not able to wrestle with this huge consistent accrual deficitdeal with a very difficult situation. The brakes were let off
What we have seen since Labor came to office in 2002-03 i&hen the former treasurer, Rob Lucas, held the chair and we
a $312 million accrual surplus. | acknowledge that we havéave had to repair it. We think we are doing that and we think
been the beneficiary of strong property growth—and | do nothe results are good. More work needs to be done, but | think
want to be unfair on the former treasurer. That is largely thenhe state, from a budgetary point of view, has a structurally
result of a surge in revenue. That is why we have paid it ofsound budget and it is now a case of maintaining that
debt, despite the bleatings and commentaries of many—arbsition.

we know how good a budget manager the deputy leader, . . .

Dean Brown, was; he is always out there telling us to speni Mr KOUTSANTONIS: | would like this document

A s hserted intdHansard as a record. It is of a purely statistical
We have paid it off debt because we think it is the pruden ature. There is a precedent for this. Mr Gunn, when he was

thing to do, because, to a large extent, it is a one-off. hairman in transport estimates in 1998-99 and 2000-01,
Then we see a vast structural improvement in the budge[?_<

rising at this stage to a $133 million surplus in 2006-07. Tha uled that we could insert this sort of information into
. - . ansard.

is an extremely significant turnaround since the years under ) o

the former treasurer, the Hon. Rob Lucas. | have acknow- ~ The CHAIRMAN: Itis purely statistical and one page,
ledged that Stephen Baker, as a former treasurer of the staf¥,less, so the chair will accept that.

General government accrual net lending and cash surplus 1998-99 to 2006-07 ($ million)
1998-99 1999-2000 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Actual Actual Actual Actual Actual Actual Actual Actual Actual
Accrual net lending -297 -471 -399 -124 312 -20 77 109 133
Cash surplus -212 -239 -108 -50 509 83 133 219 224

TheHon. K.O. FOLEY: As | have said, if any of the We have said that we cannot continue to pay the wages of
figures we have quoted are inaccurate in terms of myurteachers, nurses, doctors and politicians from borrowing
contribution, we will correct the record. money. You can do that in a cyclical context if you can get

The CHAIRMAN: Folloning the member for West (e SIUCUra) shape of your budget ight, but when he
Torrens, | would like to ask a question. It dovetails with his - hy 9 Nrouah I'g | E e

uestion. Often, constituents say, ‘Obviously, there beel} o1 (€ économy goes through its cyclical phase and goes
g : ! r ' to a downturn, you might want to slip a little into deficit.
increased revenue from poker machines and the proper

; . ¥that is the structural shape of the budget, the budget can
boom,”and they are a bit confused about the GST and WheRithstand that. Therefore, the focus, we believe, must be on

it flows through to the states. The question they ask is Wh¥imply getting the budget into a surplus position where you
we do not have extra money for school;, hospitals Qnd policggn pay wages from surpluses and not by borrowing money.
I guess the bottom line is that our society, collectively, has  The money that we have had, the almost $500 million cash
never been wealthier yet a lot of the public services alwaysesult in this financial year, we have elected to pay off debt,
seem strapped for cash. The question they ask is where hagich has freed up tens of millions of dollars of interest
the money gone and where is the money going. In lay termgayments that we can then use for locking in sustainable
they would like a simple explanation of why things are notservices. If | were to spend that $500 million by locking in,
getting better more quickly. as some would want me to, more social workers and other
TheHon. K.O. FOLEY: | will answer that in general '€SOUrces, what do | do when the $500 million runs out? You

terms and try to couch the answer in what is easily underave the spending locked in, but the revenue is there for only

L : : finite period. If you choose to spend $500 million over
stood language. This is my interpretation and others may ha ;
. : o 2
different views. Historically, our state has tended to trade a ree years, whatdo you doinyears 4, 5, 6 and 72 The legacy

agovernmentin the red. Former Labor governments, as we I:r;yzgtlep?\é%;?;g ?g\;:g\]/rgegtoow;‘zg udtgr%i a dlg%vai(t:r{ ttl;f:

Sopcopeiaue govermerts, notandng e §7Honey?| Suppose th oheroponi hatyaucan spend on
9 an icon project, but this government is not into that.

and | would be churlish not to acknowledge that—have .
. . A MrsHALL: Except the Power bridges.
effectively traded in the red. That is, we have borrowed TheHon. K.O. FOLEY: | can understand the member

vrcgglfgresvcehgﬁgl;og%aé/;:;gr'?ﬁtgqgé\’gsn the economy g%? Morialta being int.ereste'd in jcon projects: she had a crack
’ ) at one herself. And it was iconic, as the member for Daven-

Again | acknowledge the work of the former portand | used to laugh at back in the mid-nineties. But of
government—in making the decision, although unfortunatelycourse things changed. That was a great improvement to our
it did not do any work to actually get there—when it adoptedstate’s infrastructure, the soccer stadium. The bridges over
accrual accounting. Under accrual accounting we properlthe Port River were actually agreed to by the member for
account for and present the true costs of government, the tridorialta’s government. | know that Diana Laidlaw was not
costs of running a business. The cash results had been opeme of your fans, but she was the minister who got that
to manipulation—governments of all persuasions have dongroject under way. And we support it. She did good work and
that—but on accrual presentation your focus is fully on yourshe was a good minister. So, we paid that money off debt,
budget and you cannot shift money around, as used by soniecause that is the sensible thing to do, and that has freed up
governments of the past. some tens of millions of dollars of interest payments.
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The surpluses that we are building have to be there for That is why a very strong balance sheet, with the flexibili-
unavoidable and unexpected cost pressures that may acciyethat that gives government, is the single best thing any
over the forward estimates period. They may be there fogovernment can do for the state’s economy. Robert Cham-
further debt retirement. They may be there for increasegion de Crespigny, the Under Treasurer and |, along with
spending if we think that these are sustainable and are lockedhers, recently visited Sydney and Melbourne presenting the
in. They are all the decisions governments can make in eadsudget and the work of the Economic Development Board to
budget process. But essentially, under this government, treenior financiers, senior bankers, rating agencies and others,
money has gone to pay off debt or provide targeted, sustaind | was very pleased with the positive response we
able quality improvement in services. We are spending moreeceived. South Australia is on the radar of the eastern
on human services, more on education, more on policing argkaboard, and | think the financial and economic performance
more on the environment, and we are ensuring that we angnder this government is being watched very closely and with
carefully targeted in how we spend that money. great enthusiasm from the eastern seaboard.

MrsHALL: Looking at page 8.2 of Budget Paper 3, the  MrsHALL: Will the Treasurer cor}firm that in 2001-02
figures clearly reveal that the Labor government has inheritethe Department of Treasury and Finance underspent by
a state economy that was performing extremely well, with #6.9 million and that the Treasurer approved the total as
GSP growth and employment growth in 2001-02 and 2002-08arryover expenditure for 2002-03? If so, why did most
growing at about the same rate as the national economggencies (such as Health and Education) not get approval for
However, Treasury is now predicting that next year undefll underspending to be carried over to 2002-03 when the
Labor South Australia’s employment growth will be just over Treasurer gave approval for his own agency to keep all of its
half of the nation’s employment growth, and that we areunderspend? _
going to see South Australia with 1 per cent and Australia TheHon. K.O. FOLEY: As | said, the Hon. Rob Lucas
with 1.75; and South Australia’s economic growth at 2.5 pefs not the treasurer of this state any more, but he is having

cent, which is significantly less than Australia’s growthgreat difficulty understanding that. The way the former
prediction at 3.25 per cent. treasurer used to treat underspends | found quite extraordi-

Does the Treasurer accept that budget policies th%gry. There was no discipline in cabinet and no discipline in

increase training costs by 50 per cent for apprentices a
trainees, cut employment programs and increase busine
costs—and we can go through them all: taxes, charges, g
prices, etc.—will not help jobs growth in South Australia and
will contribute to Treasury’s prediction of a decline in South
Australia’s economic performance?

dget management. There was no attempt to put quality
pancial management into government. We are doing that,
d we have done that. The carryover situation is clearly
available for all to see. Read the budget papers.
MrsHALL: Last year's budget outlined the fact that the
Treasurer’s contingency line included $548 million for 2002-
. 03; $584 million for 2004-05; and $563 million for 2005-06.
TheHon. K.O. FOLEY: | used to ask those questions \j the Treasurer confirm that this year's budget has reduced

when | was in opposition, as to why Treasury forecasts 0;y,ificantly the funds in the Treasurer's contingency lines
economic growth were always conservative and why the¥

! 8r these three years? If so, what are the new reduced levels?
always seemed to be very measured. The answer | give would o Hon. K O. FOLEY: | point the member to the
probably be pretty similar to what the former treasurer gave, dget papérs. ' ’

That is, that Treasury should always be careful, consideredqu O’BRIE.N' What are the benefits to the state of
and conservative in forecasting. | am sure Rob Lucas Wou'ﬂchieving a AAA.credit rating?

not have wished otherwise, any more than | would. You 1o 1ion K.O. EOLEY: The member for Napier, as a

would rather be surprised o_n_the up5|de_than on the downsidg, . .assful businessperson, would appreciate that how your
~ I'do not want Treasury giving me bullish forecasts becausgusiness is viewed by financiers, bankers and the markets is
it makes the budget papers look better and we can lock igxtremely important. In getting the structural shape of this
higher expected revenue growth and all that, so the budgefidget correct and the state’s balance sheet in the strongest
numbers are inflated. | think a prudent approach is a vergossible position, in my judgment it has become clear that,
conservative, measured, controlled approach, and then Wgthe medium term, our state should be in a position to seek
will see what occurs in the performance of the economy. Buj, credit upgrade. We are the only mainland state that does not
the economy is going through an outstanding period. | am nd{ave a AAA credit rating. The reasons for this are pretty
churlish: I actually give credit to the former government. opyious: the collapse of the State Bank, and the early work
Many of my colleagues say that | give credit too often. Manydone by Stephen Baker not, unfortunately, being formally
of my colleagues say that we have too many former Liberalgollowed up by the former treasurer Rob Lucas.
assisting this government. | say ‘nonsense’ to that, with all  with this budget, we think we are building a strong base
due respect to my colleagues who say that to me. so that, in the medium term, we should be able to look at a
You get talent from where you get talent and, if formercredit upgrade. That may take some years, but | think we
Liberal politicians and conservative business people are th&hould be talking about it. That is why last week | visited
best at their job, you get them to help the state. A great spiri¥loody’s and Standard and Poor’s and, in a few weeks time,
of bipartisanship has been around the state for the past 12 kawill go to the United States to present our case for an
18 months, and that is a force we are harnessing. We atggrade and then allow the credit rating agencies to judge us.
seeing good economic performance, but the former goverrif we can achieve a AAA credit rating, it will clearly signify
ment also had some good economic performance in its latterlower general level of state debt. Members opposite might
years, yet it did not win the election. But you learn from yoursay, ‘What did we do with the sale of ETSA?’ You sold
mistakes. You bounce back. We have a good economy arteiT SA, but you still did not fix the structural shape of your
the forecasts are good. It was great news last night frorbudget. You were still borrowing money every year to fund
General Motors-Holden'’s, the 1 000 new jobs, the third shiftgovernment services, notwithstanding the fact that you had
and we are going to keep presiding over a strong economyold ETSA. Under our figures, a billion dollars of debt may
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be reduced over the course of the forward estimates—if thatill running these big deficits, they were having a fire sale of
is the course of action that is chosen—uwithout any asset salthe assets but still having to borrow, because they did not do

Lower levels of debt will obviously deliver lower interest the hard work to get their budget structurally correct. This
charges and, if we are able to generate surpluses, that wigbvernment has already repaid a quarter of the former
therefore free up more money for services or other uses fgovernment's accrued debt. As | said, we are serious about
that money rather than funding the deficits that may appeaproviding good fiscal restraint and good solid budget
As a result of the lower level of debt in the budget, | ammanagement with carefully targeted spending where we can
advised that net interest expenses have reduced by $37 mdlfford it.

lionor 25 per cent (eStimated by 2006'07) South Australian Mr O'BRIEN: What approach has the government taken

debt is now comparable with that of other mainland stateg payroll tax in relation to water catchment management
and, together with the structural shape of the budget, it nowoards?

resembles that of other states. After the sale of ETSA the debt TheHon. K.O. FOLEY: This issue has interested

came down, bqt the structural shape of the bugiget Was POQhempers on both sides of the house, particularly members of
Th|.s was cs)nﬂrmed t,0 me'by one of the rating agencieyne | jberal opposition. Members will recall that this issue
which said, ‘We weren't looking favourably atyou whenyou < aised in the house earlier this year. | had this matter
were still running big deficits, but now that you seem {0 b&, estigated further, and | am now able to offer the following
eliminating those we're prepared to have a bit of a 100k &} mation which has been provided to me. Revenue SA has
you. I . advised that as water catchment management boards are
The 2003-04 budget will bring our position closer to what ., gjqered to be instruments of the Crown, they fall within
we think should be the case for gaining a AAA credit rating.qq orion 3 of the Payroll Tax Act and are liable for payroll tax.

The most significant benefit _for the SOUth AL.'Strf"‘”anThe Department of Water, Land and Biodiversity Conser-
economy anq our state from having a AA/ \CI'eC.iIl rating is th 5 accepts Revenue SAs view that water catchment
broader confidence of interstate and overseas investors. It Wil 1< are liable (as per the law as | indicated) for the
provide a boost for creating a stronger business investmepb,y ent of payroll tax. Presently, none of the seven water
environment in South Australia and, ultimately, it will :

, . ﬁatchment boards pays payroll tax.
promote stronger employment and economic growth in Sout T
Australia than otherwise may have occurred The background to this situation is as follows. | am

I think it also demonstrates that we are a government Wit}."fldvised that Revenue SAis now seeking to bring the boards

very sound financial management expertise. When peopl?to full compliance (prospectively, not retrospectively) from

want to invest in Australia, they will look at South Australia - July 2003. Revenue SA is not seeking to apply the law
and say, ‘This is a pretty good mob over there.’ | wil |eaveretrospect|vely to collect previous unpaid payroll tax. A

a legacy for the next government (a re-elected Labofmeeting has taken place between Revenue SA, the Depart-

government or a future conservative government) so that /€Nt of Water, Land and Biodiversity Conservation and the

: ; ; ater boards in which the boards’ obligation under the act to
\év(;”nrelotth?gxg;? go through the pain that this government ha%gister and pay payroll tax has been highlighted. Rev-

Mr O’'BRIEN: What levels of general government debt €nue SA has written to each of the boards to confirm this
are forecast in this budget, and how much has the governmefVice- What are we proposing? The government is proposing
reduced debt as a result of this budget? that an ad_Justment be made to the Department of Water, La_md

TheHon. K.O. FOLEY: The actual level of general and Biodiversity Conservation’s 2003-04 budget to assist

et ; Juater catchment management boards in meeting their

government debt is there to see. As at 30 June 2002, it w A . X X .
%Ucreased obligations. This adjustment will assist water

$1.303 billion. My advice is that, under the measures in th
2003-04 budget, it is estimated that general government n
debt will reduce to $766 million this year. | am further I hi The law is the | it h b
advised that there will be a reduction of $537 million, maimyocc?rdater t IS Iy?ar:- c e law 1s t efavxfl._ t as pot ee?
through the application of its surpluses, if that is what future?PP!1€d previously; the Commissioner for Taxation Is now o
budgets choose to do with those surpluses. Net debt [9€ View that it should be applied and should have been
forecast within the current forward estimate settings to reducgPP!ied then but, as the ministers in the former government
to $232 million by 30 June 2007. The decrease in net detpould k_now, when it comes to the application of taxes these
results primarily from general government cash surpluse@nomalies come up all the time. _
across the forward estimate period_ Itis a circular argument. They will pay paer” tax, but it

The former government generated gross proceeds from théll be adjusted through the budget process so that it does not
asset sales under its program of $7.621 billion from 1993-94ave any net effect on the Payroll Tax Board. So, if any of
to 2001-02. Of this amount, $6.916 billion was directedour erstwhile friends in the media gallery write that water
towards retiring debt. The remaining $705 million is requiredboards will be stung to the tune of $X because of payroll tax,
to meet costs or liabilities associated with the asset sales. THawill be a circular argument. What one takes with one hand
is not a bad figure for the journos who are interestedone gives with the other. It will be circular and we will sort
$7.6 billion of asset sales. However, | am advised thathat matter out on an ongoing basis. The member for
$700 million of that was needed to meet the liabilitiesDavenport can shake his head, but that is the law and, unless
associated with the asset sales, and the budgets were shift is suggesting | should break the law, I do not see how else
running into deficit. we can do it.

My advice is that, notwithstanding those large asset sales The CHAIRMAN: Before calling on the member for
($7.6 billion), $700 million went to pay the costs and/or to Kavel, and following the second question from the member
meet other liabilities associated with those asset sales. | afar Napier, will the Treasurer indicate what is the approxi-
further advised that the former government’s budget policiesnate asset worth of the state government in terms of physical
added a further $2 billion in state debt. So, because they wesnd non-physical assets? Has that changed in recent times?

ards until the government’s Natural Resources Integrated
anagement Bill 2003 is introduced, which is expected to
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TheHon. K.O. FOLEY: The 2002-03 total estimated will achieve a good outcome. Budgets are never exact pieces
assets for the state are $25.173 billion in the budget paperst work; things need to be adjusted and movements account-
When liabilities are taken out, which are the borrowings anced for, and sometimes one is a little disappointed and
awhole lot of other things such as superannuation unfundesbmetimes one is very pleased. What | have learntin this job
liabilities, the net worth of the state is $14.288 billion. Let usis that making predictions about where you will be at the end
remember that the sale of ETSA was a balance sheet transgmwint of a budget year is very difficult but, in general terms,
tion. I heard some members talking about the sale of ETSA;am reasonably comfortable with what | said in the house on
it was simply shifting the balance sheet around. 2 April.

Mr GOLDSWORTHY: My question is in relation to Mr RAU: What is the government’s commitment to
Budget Paper 3, page 1.9 and | refer to table 1.7 in the linaccrual fiscal targets?
relating to the use of provisions set aside in the 2002-03 TheHon. K.O. FOLEY: This is a matter that the member
budget. These projections are: 2003-04, $62 million; 2004-05pr Enfield and | have had a number of private talks about,
$80 million; and 2005-06, $246 million, making a total of because—he will not mind my saying—he has some fixation
$388 million. Is this $388 million a reduction in the head with accrual fiscal targets and it is good to see that as a
room and capital contingency lines of the 2002-03 budgeliawyer he has some interest in matters fiscal.
outlined last year? Mr RAU: Most lawyers can’t add up.

TheHon. K.O. FOLEY: The $62 million and $80 mil- TheHon. K.O. FOLEY: They can charge pretty well, but
lion are the head room of the mixture of capital and continthey can’'t add up.
gencies, and $246 million is estimated for 2005-06. | Mr RAU: That's true.
appreciate that the member for Kavel would not be aware of TheHon. K.O. FOLEY: | am glad you have raised this
this, but at least the member for Davenport would be as & a private forum rather than our normal, private, fireside
former cabinet minister; it is largely unallocated capital. It ischats about this subject matter. The government's primary
into the forward estimates and has not as yet been allocatefikcal target is to achieve, on average, balanced budgets in the
but it is part of what will be required to fund the ongoing general government sector. The government is committed to
capital program of government and it is allocated in eachmeeting its fiscal targets and, indeed, on the basis of the
budget cycle. Because it is two or three years out, it i2003-04 budget estimates, the government has exceeded its
unallocated, as is quite normal. accrual target. So, it is not just meeting but exceeding its

Mr GOLDSWORTHY: My next question concerns targets.

Budget Paper 4, page 3.16, regarding consultancy expenses.An honour able member: You can't get better than that.
The actual cost to the Department of Treasury and Finance TheHon. K.O. FOLEY: No; you can't get better than
budget for consultancies in 2001-02 was $457 000 othat. The 2003-04 budget delivers substantial improvements
$.457 million. Last year, 2002-03, the estimated result foin the general government net lending position; an accrual
expenditure on consultants by the DTF was $917 000, and isurplus is expected in 2002-03 and in the forward years a
this year’s budget $2.930 million is to be spent by the DTFsmall deficit, as | have outlined for 2003-04. The challenge
on consultants. Given the Treasurer’s pre-election rhetoric ofor the government is to ensure that accrual outcomes for
consultants, how has he allowed such a huge increase these years also meet the objective. The government's
expenditure on consultants in his own department? commitment to achieve a zero net lending outcome for the

TheHon. K.O. FOLEY: Catch up! Just remember, when general government sector over any four-year period will
Rob Lucas writes your questions you always have to be @ansure that there are no additions to public sector liabilities
little careful. We actually announced in last year's budget thafrom this source. Just to round off the answer, | point out that
we were funding a PPP unit which Rob Lucas himself set upthe government’s other fiscal principles are to ensure that the
We need expertise to ensure that we get these PPPs rightate has an effective tax regime, having regard to the
From memory (and | stand to be corrected), | announced igovernment's social and economic objectives and to provide
the last budget that we were spending some $2 million tvalue for money in respect of community services and
$3 million on consultancies, and | assume that is in theeconomic infrastructure within available means.
budget papers this time around. That is what | announced at Our other fiscal principles are: to fully fund accruing
the time and should there be any need to correct that | willsuperannuation liabilities and progressively fund past service
but it is an old story. We need to put money aside to maké&uperannuation liabilities; to ensure risks to state finances are
sure we have the expertise to deliver a substantial PPprudently managed while maintaining at least a AA+ credit
program, which process was begun under Mr Lucas himselfating (and as | have indicated we think now that we can be

Mr GOLDSWORTHY: In the 2002-03 budget the brave enough to venture further than that); and to ensure that
government estimated that $195 million savings would begublic non-financial corporations will be able to borrow only
achieved in the 2002-03 year through various means. In th¢here they can demonstrate that investment programs are
house on Wednesday 2 April 2003 the Treasurer said: ~ consistent with commercial returns. | think that broadly

... and | will be making sure that the rigour is in place to ensure 2NSWErS your question, and again, | thank you for your
wherever possible, that government departments deliver exactly &1going interest.
required for reordering of priorities in savings and efficiencies, as  Mr RAU: This is another matter of considerable interest
well [in] their budget. to me. How much money has the government paid to the
Will the Treasurer outline whether this savings target will beQueensland TAB so far, and how much does the government
met in 2002-03, given that 2002-03 is nearly finished, basedxpect to pay in the future, as a result of the underwriting
on the latest estimates? If not, which areas have not meigreements that were a part of the former government’s sale
required savings targets? of the TAB?

TheHon. K.O. FOLEY: From what the member said in TheHon. K.O. FOLEY: | have to say that in this
quoting me fronHansard of 2 April, | think that is about the instance | cannot blame the former treasurer because | suspect
situation. We are working towards it, and | am confident wethat, without wanting to dob him in, he would have been as
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annoyed as | was when | came into government about theeceived or paid. That is the important difference. When the
appalling process of selling the state’s TAB. cash is exchanged at the same time as the transaction occurs
Mr Koutsantonis interjecting: there is no difference between the two systems. The differ-
TheHon. K.O. FOLEY: Well, old Armo was out there ence only arises when the timing of the transactions and cash
when it came to competence, and | said at the time that &ows are not the same. We have a table, in the budget papers
much as Rob Lucas and | are sparring partners | would havaunderstand, which gives the forward estimates for both cash
much preferred the treasurer and the Treasury to hawend accrual results, and we do not need to put them on the
handled that asset sale. | think it was done because Michatlble again.
Armitage, the then member for Adelaide, got his nose outof The main difference between the government’s cash
joint because Rob Lucas was selling ETSA and he wanted higsults and the accrual results are, | am advised, treatment of
own asset sale, so they sent Armo off to sell the TAB. unfunded superannuation. Under the accrual measure the
Anyway, the state received $46.8 million in proceeds fromsuperannuation expenses included the accruing nominal
the sale of the TAB including the return of some capital, ainterest expense on the government’s unfunded superannua-
recovery from the racing industry and some interest. Of thation liability. In contrast, the cash measure includes cash
money, $38.6 million was paid out for redundancies, moneypayments, as per the schedule, required to fully fund all
to the racing industry and to TABCorp for terminating ansuperannuation liabilities in 2034. The amount of cash
agreement and for other expenses. So out of your $46.8 mipayments is lower than the amount of the nominal superan-
lion, thanks to Arma’s brilliant negotiating ability, $38 mil- nuation expense, by the amount shown in the table in the
lion went straight back out the door. budget papers. There are larger than expected receipts of
An honourable member interjecting: commonwealth grants in 2002-03, which will be repaid in
TheHon. K.O. FOLEY: No! There is more! In addition, 2003-04, and other accrual cash differences related mainly to
the government had to meet $9.5 million of administrationthe timing of transactions.
costs for the sale—mainly consultants—and has ongoing TheHon. |.F. EVANS: Treasurer, the Premier said on
interest rate subsidy cost liabilities to the racing industryradio: ‘I mean, | have cut my own budget in my department.
That more than took care of whatever might have been left cut about 11 per cent out of my own budget from the
in the kitty. | am advised that as part of the sale agreement theremier’'s Department. | have told the Treasurer that | will put
former government also agreed to underwrite the racinghat money into hospitals. He came out and matched it and
industry payment costs of the Queensland TAB in return fosaid that he had cut his department by 11 per cent and that the
a higher sale price. QTAB agreed to increase its bid bynoney was going into hospitals and schools. It is about
$13.5 million from the original bid of $30 million in ex- priorities. Your own budget paper, Budget Paper 4, Volume
change for a maximum underwriting of $16.8 million over 1, page 3.16, shows that you are increasing your expenses
three years—$4.8 million in 2001-02, $6 million in 2002-03, from $64 million to $67 million—an increase of $3 million.
and $6 million in 2003-04. For the financial year 2001-02 theWas the Premier telling the truth?
government paid $3.6 million to QTAB, and the estimated The CHAIRMAN: Order! | point out that you are not
underwriting cost to be paid to QTAB for 2002-03 is allowed to reflect on a member in that way.
$4.7 million, however this will only be determined afterthe  The Hon. |.F. EVANS: There is no reflection if he has
end of the financial year and may be up to $6 million. told the truth.
| am advised that the estimated cost of underwriting the The CHAIRMAN: You just have to be careful in terms
QTAB for the 2003-04 financial year is $4.9 million, but of impugning—
again this could be up to as much as $6 million. The maxi- TheHon. K.O. FOLEY: | would like the member to
mum possible exposure for the government for underwritingvithdraw. | think that is an unfortunate slur on the character
is $15.6 million. All of these costs are in addition to an of the Premier of this state.
ongoing loss of income from the TAB of $8 million per  TheHon. |.F. EVANS: Well, was the minister’s com-
annum. If you follow all those figures, it is an unmitigated ment on radio correct?
disaster; it was one of the dopiest, dumbest, most stupid TheHon. K.O. FOLEY: | would like you to apologise
actions of the former government. It is just beyond underand withdraw on behalf of the Premier for an unfair slur.
standing. TheHon. |.F. EVANS: If the Chairman is saying that—I
An honourable member interjecting: forget the words; did you say ‘reflected’ on the honourable
TheHon. K.O. FOLEY: What | have quoted is the member?
advice provided to me, and | have provided that advice to the The CHAIRMAN: That you should notimpugn improper
committee. As | say, with all my questions and answers, wenotives.
will make corrections if there are any errors, but that is the The Hon. |.F. EVANS: If the Chairman’s ruling is that,
advice provided to me. But | will say this (and | know by asking if someone has told the truth | have impugned, |
members opposite have been chuckling all the way througWill apologise and | will move on. Were the Premier’s
because | am sure they were just as appalled at the time):dbmments correct?
was just bizarre economics, bizarre logic, appalling process The Hon. K.O. FOLEY: Well, the Premier of this state
and fuzzy maths. | like Armo, but he should have stuck tchas never needed me to defend him, but | think it is grossly
being a doctor because selling assets was not one of hisfair and extremely poor form for the member for Daven-
strengths. port to suggest that the Premier of this state would not be
Mr RAU: What are the cash bottom line forecasts in thistelling the truth. | stand by what is said. It is all in the budget
budget and what are the main differences between thgapers. But | will just point out to the honourable member—
government’s cash results and the accrual results? and | appreciate that as a former minister he may not have
TheHon. K.O. FOLEY: The accrual basis of accounting followed budget papers too closely—that we do include
recognises financial transactions at the time they occur; casargeted voluntary separation packages in the budget as an
accounting recognises transactions when the cash is actuaéigtimate. That amount is held in treasury in the first instance
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and then as the payments are made it is allocated against The Hon. K.O. FOLEY: But, look, there are millions of
those agencies for which the payments are then made. So wavings. They are identified. They are in the budget papers.
have a large lump of money in there for voluntary separation The Hon. |.F. Evans interjecting:
packages. | am advised that that money is then apportioned TheHon. K.O. FOLEY: Read the budget papers. | am
to the agency as they make the payment. That is whpot here to do your work for you. | am being as obliging as
treasury’s budget looks inflated. | can, but give me a break. | spent eight long terrible years in
But | stand by the savings initiatives in treasury. Just inopposition. If the honourable member thinks that now | am
case anyone in the media might for a moment think that theré& government | will do his work for him, then he is sadly
is anything in this, | will refer them to Budget Paper 3, pagemistaken. He has to do the work himself.
2.13. The savings initiatives are there for all to see. The TheHon.l.F. EVANS: | will take that as a no. My
savings initiatives are some many millions of dollars, togethefluestion relates to Budget Paper 3, page 1.9, table 1.7
with some revenue initiatives, because we are increasirigperating expenditure is some $120 million, capital invest-
effort and compliance in Revenue SA. We are seeingnent expenditure is around $97 million, making a total of
substantial revenue improvements by putting new offices intéome $217 million. Is this figure of $217 million an estimate
place to collect more taxation. of the under expenditure by ministers in 2002-037 If not, then
Actually that is something on which | should give someWhat is the estimate? Can the Treasurer confirm that Treasury

detail. The additional staff we are taking on in Revenue SA1as advised that the actual under expenditure for 2002-03—
and the increased revenue that is expected to be received is The Hon. K.O. FOLEY: Sorry, the honourable member

a good story, which, as yet, has not been picked up by mang{geds to go back because I am having trouble finding to what
All the savings and all the spending are itemised in the budgdt€ iS referring. Is he referring to page 1.9 of Budget Paper 3?
papers as never before. What | can say is that additional I heHon.1.F. EVANS: Budget Paper 3.

revenue in this budget has been generated from additional TheHon. K.O. FOLEY: What figure did you use?

compliance work funded from the 2003-04 budget, including T heHon. I.F. EVANS. ' said $217 million.
areas targeted for increased compliance effort. TheHon. K.O. FOLEY: Where do | find that? Could the

This is a good story. The return from increased Cc)mp”_honourable member show me on the table? | think Rob has

ance efforts by Revenue SA is estimated to be Somgiven the honourable mgmbe_rabum steer. .
$10.5 million in 2003-04. The honourable member Wantedﬁsl;rheHon' I.F. EVANS: While we look that up, | will

to know about increased spending in Treasury. Additionaf~"._ .

resources of $1.1 million have been provided to Revenue SArh Tht? Hﬁn‘ K'(l)(' ';OLEY' No,t_han%on,hthehhonoura;ble hat
a division of Treasury, to support a higher level of tax em efr as iSHe me aqu;as |]9n. ar} es ?V\E)lmeV\?hW a
compliance across a range of taxes in 2003-04. Areas targetgs IS referring< He was quoting figures irom a table. Where

; ; . ?
for increased resources include: debt recovery action to bett&f! the t_able are they? Does the honourable member want to
gwork it and come back to me?

protect the revenue and provide equity to compliant taxpayerrd The Hon. | E EVANS That is what | offered—it saves

by addressing outstanding debts as promptly as possible a . . .
reducing the overall level of outstanding taxation debt;ﬂ“a committee time—but the Treasurer did not want to do

ayroll tax, by using the new payroll tax information that. | offered to rework the question and come back to him.
Pngnagement gystemgto refine risﬁ r¥1anagement of this tax TheHon. K.O. FOLEY: lused to get embarrassed, too,
base to identify and deal with errant taxpayers in a mor hen | used to make a blue. When Rob writes the questions
strategic fashion; continue the previous successful data mat qryou, itis handy if Rob gives you the right taple. Thatused
between WorkCover and payroll tax information to identify (© r€ally annoy me when the staff would occasionally do that
employers who have failed to register to pay payroll tax and® me. The honourable member should rework that one and,
to implement targeted compliance activities where a risk oYVhe” he has dor!e.that,_ co_me. backto us.
non-compliance has been identified; and stamp duty, to Mr Kout&antonlsmterjec.'ung. . .
undertake audits and investigations in higher revenue risk | "¢ Hon. K.O. FOLEY: Maybe Rob is trying to
areas where complex transactions have occurred to conv&r/ﬂba”""Ss him, .
property or where compliance levels had been found to be Mr Koutsantomsmterw@ng. .
inadequate. Those measures are expected to receive anTheHon. K.O. FO_LEY' !\IO’ | do not think so.
increase of some $10.5 million in revenue this year. | thought ., ' '€ CHAIRMAN: Order! The member for West Torrens
that that was a good illustration of the complex nature of thé("III come to order.

budget of the Department of Treasury and Finance. TheHon. |.F. EVANS: In relation to the banning of
smoking in gaming rooms, the budget papers say that the

TheHon. |.F. EVANS: As a supplementary question, can : . f . o .
the Treasurer guarantee to the committee that he has cut r}e@penence in Victoria following a ban on smoking in gaming

. - oms has seen an initial decline in gaming activity of
department by 11 per cent and that money will go to hOSIC"talﬁetween 10 and 15 per cent. The adverse impact and similar
and schools as promised by the Premier? Yes or no.

decline in South Australia would see an additional reduction

TheHon. K.O. FOLEY: I have released a budget paperin gaming tax and in general purpose grant revenue of
that details the many millions of dollars of savings initiativeSpetween $45 million and $70 million. The government is yet
that have been implemented in the Department of Treasugy make a decision on the issue. When will the government
and Finance. | have delivered a budget, which, line by linemake a decision on the issue? If the government does support
highlights what those savings initiatives are for the first timeésych a change in policy, will this lead to an automatic
ever. Itwas never done by your lot, who just kept everythingyeterioration in the accrual budget position of $45 million to
hidden— $70 million, or has the government some contingency

Members interjecting: planning incorporated in the budget?

The CHAIRMAN: Order! We are possibly here untillate  TheHon. K.O. FOLEY: Again this has been an open and
tonight, so members need to cool it a little. accountable government. We have put detailed risk factors
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into the budget papers. | could have adopted a practice of TheHon. K.O. FOLEY: My advice is that there is no
being less than up-front about that, but, no, | am an opergontingency in the budget for the smoking plan. We have,
honest and accountable treasurer and | want to ensure that wiviously, a general contingency, as we always do. However,
put as much information as we deem appropriate into theve do not have a provision for a decrease in revenue for
public domain. The undeniable and indisputable fact is thasmoking, for the obvious reason that no decision has been
the smoking ban in Victoria has seen a substantial decreasgken, and no decision has been taken on timing. The AHA
in patronage to pokies venues, a subsequent reduction in thas a view that smoking should not be complete in venues
revenue to the venue and a subsequent reduction in taxationtil 2010. That is well outside the forward estimates period,
receipts to government. That is a known fact. | would haveas they presently sit. Until we make those decisions, we are
thought that, knowing the honourable member’s views andiot hiding anything. It is quite the opposite. We are upfront
particularly the views of the member for Morialta on this about it. So, the parliament, when it makes its decision, can
subject matter, we are all coming at it from a similar position.have all the facts in front of it.

Ultimately this is not a government decision: it will be a  TheHon. I.F. EVANS: | will go back to my previous

decision of the parliament. question, which was correct. | will reread it. The Hon. Rob
TheHon. |.F. EVANS: Why do the budget papers say Lucas has given me the accurate information in relation to the

that the government is yet to decide a position? previous question. Itis a great disappointment to the Treasur-
TheHon. K.O. FOLEY: Because the governmentis yet er. | refer to Budget Paper 3 (page 1.9). In table 1.7, the

to decide a position. We will have a position— operating expenditure is $120 million; the capital investment
TheHon. |.F. EVANS:. The government will have a expenditure is $97 million; a total of $217 million.

position. TheHon. K.O. FOLEY: Which figures are you talking

TheHon. K.O. FOLEY: Yes, that is what normally about?
happens when a government comes into parliament. | reckon TheHon. |.F. EVANS: | am talking about the operating
that you as an opposition will have a position, although lexpenditure and the capital investment expenditure. They are
might be wrong—maybe the opposition will not have areflected in table 1.7 on page 1.9 of Budget Paper 3, two-
position. Normally when we debate legislation, we form athirds of the way down the left-hand column. If you add
view as to what we should do with that— 120 together with 97, you get 217.

TheHon. |.F. EVANS: Afew seconds ago the Treasurer TheHon. K.O. FOLEY: Yes.
was saying that it was to be a conscience vote, but now he is The Hon. |.F. EVANS: Right! We are at the same spot.
saying that there will be a government position. TheHon. K.O. FOLEY: I am glad you could get it. You

TheHon. K.O. FOLEY: | stand to be corrected but did are the one asking the question and you could not explain it,
| use the term ‘conscience vote’? | never said ‘consciencand you are having a go at me as the guy receiving the
vote'. question, and | could not understand it.

TheHon. |.F. EVANS: Yes, the Treasurer talked about  TheHon. |.F. EVANS: Is this figure of $217 million an
the parliament’s making a decision not the government—iestimate of the estimated underexpenditure by ministers in
would be a matter for the parliament. 2002-03; if not, what is the estimate? Can the Treasurer

TheHon. K.O. FOLEY: | did not say that it would be a confirm that Treasury has advised that the actual underex-
conscience vote. | do not know how your party operates, andenditure for 2002-03 is likely to become higher again than
I am not sure how the Premier of this state will deem it athe estimate included in the budget papers, that is, the

matter for the Labor Party— $217 million or some different figure?
MrsHALL: | thought it was the president who did that, TheHon. K.O. FOLEY: | am advised that it is mainly
not the Premier. underexpenditure. We have just done a quick calculation on

TheHon. K.O. FOLEY: Itis for the internal workings the savings for the 2003-04 year for Treasury, and it is
of the Labor Party to decide how it deems whether something0.4 per cent. | think you said a figure of 11; it is 10.4. That
is a conscience vote, and we will sort that one out. | think thisattack has crashed and burnt.

is a good debating point— Mr KOUTSANTONIS: | refer to Budget Paper3
TheHon. |.F. EVANS: The question was: will your (page 314). What is assumed in this budget for distributions
accrual position be deteriorated? from the South Australian Financing Authority and the South

TheHon. K.O. FOLEY: The AHA has putits response Australian Asset Management Corporation? Do these
to the smoking task force. There are many views in Labor, adistributions differ from those expected in previous budgets?
| am sure there are many views in the Liberal Party, and there TheHon. K.O. FOLEY: In the 2003-04 budget, the
are many views in Independent camps as to how one shoutgstimated distribution for 2002-03 from SAFA and SAAMC
handle the issue of smoking bans. Once we make a decisiofgommonly referred to as the bad bank) totalled some
we will then be in a position to know what, if any, financial $324.3 million. This amount declines over the forward
impact it may or may not have on the forward estimatesgstimates to a level of some $15.1 million in 2006-07.
depending on what the parliament adopts as policy. All weCompared to the 2002-03 budget, the 2003-04 budget
have done is flag the obvious—that this is what has happenéuicludes additional SAAMC distributions of some $24.9 mil-
in Victoria—and we think it is a fact you should be aware of.lion in 2003-04 due to greater than expected earnings. The
Thatis a good early warning, and it is a sensible and prudemetained earnings of SAAMC are expected to be reduced to
approach to take. zero by 30 June 2005. | am further advised that SAAMC

TheHon. |.F. EVANS: As a supplementary question, distributions are estimated to increase by $16.4 million
there is no contingency in the budget. The question was: wiih 2003-04 and by $4 million in 2005-06. SAFA distributions
there be a deterioration in the accrual budget position, or hagmain largely unchanged compared to the 2002-03 budget
the government some contingency plan incorporated in thigures. That is the advice | am provided. | am just advised
budget? Are you saying to us that there are no contingernhat the additional SAAMC distributions of $24.9 million are
cies—no amount, nothing? across the three years.
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The CHAIRMAN: Order! A question is often asked in an important building block in putting the state’s balance
relation to GST flows to the state. There is an assumption thaheet on a stronger basis and achieving a fiscal position
that money is flowing thick and fast. Can the Treasurer justomparable with other mainland states.
put that in some overall context and some time frame? Mr KOUTSANTONIS: In relation to Budget Paper 3,

TheHon. K.O. FOLEY: There is astory here totell. We how has the government honoured its commitment to
were initially expecting—and it has jumped around a bit—toinnovation, science and technology in the 2003-04 budget?
be cash flow positive from the GST in 2007-08. Thatiswhen TheHon. K.O. FOLEY: The budget is not just about
we are looking at going into surplus. So, the budget balancingiscipline and fiscal restraint: it is about using the scarce and
assistance provided by the commonwealth would go intgrecious resources of the state taxpayer in the best way
surplus. On federal budget night | was chuffed to see that {ossible. We think modest and targeted spending in science
has come earlier than expected. In 2006-07 we are positivénd technology is very important. | can say that, effective
that the net impact of the GST will provide a further from July 2002, the Office of Innovation, formerly within the
$35.5 million of unbudgeted for, unexpected revenue. Thapepartment of the Premier and Cabinet, and the Information
is a year earlier. At this point | think | am correct in saying Economy Policy Office, formerly part of DAIS, were
that that money is untied money, in that we can apply thafransferred to the Department of Further Education, Employ-
expenditure as we wish. | am on the record saying this, | havent, Science and Technology (DFEEST) to form the science
consistently said this and | will repeat it: | still remain highly and technology component of that portfolio. Funding was
sceptical, as do my colleagues in all states—although somgansferred from these agencies into DFEEST.
of them may differ—regarding this matter. However, a number of new initiatives—namely, support
_ We are still not certain what the federal government—bgoy the Premier’s science and research council, innovation
it a Labor federal treasurer or a conservative federal treasurgfyareness program and support for the ICT research and
whoever we may have over the next couple of years—will dqnnovation cluster—were announced by the government over
with this money. What the feds do with this money could behe past year, requiring additional base funding. As part of the
highly problematic. I do not think they will allow the states 2003-04 budget, $6 million over four years has been provided
to receive a Wlndfall, Untled |Ump of money. They will do a to DFEEST for ongoing Operationa| support funding to
number of things. They will either reduce specific purposesypport science and technology initiatives. As part of the
payments—the tied money—they will tell us how to spendgovernment's desire to support science and innovation in the
it, so target the spending of it towards their policy require-state and to leverage new commonwealth and industry
ments, lock us into matching funds or, indeed, they may playynding, a Premier's research and innovation fund will be
some games with us and perform some tricks over what argstaplished.
called the competition payments which are dear to the heart Funding of $4 million over four years has been provided

of the member for Davenport. Competition payments argy this fund. | should acknowledge the wild and enthusiastic

worth about $57 million a year to us. support from the Department of Treasury and Finance for this
An honourable member interjecting: measure. An additional $1 million has been provided to
TheHon. K.O. FOLEY: Yes. Now that we have gjginnovation SA in 2003-04 to allow the continuation of its

shopping hours done, we might get a little bit of improvement,ccessful pre-seed funding initiative that assists start-up
on the upside there. The numbers are awfully much like thg s panies in the bioscience sector. There is provision of

sorts of numbers we expect to get from the GST, although &5 e $3.135 million in funding for high performance

probably would be more. We just need to see what the,mpyting. This funding will enable South Australian
commonwealth will do. | think the commonwealth will look jnqystry and research educational institutions to access a
at putting some disciplines on that money. If | am wrong, ithational high performance computing network. This will help
will assist the budget, yes. place the state in a position to undertake a variety of complex,

Mr KOUTSANTONIS: | refer to Budget Paper 3. In past 5qyanced research and analysis and keep up with the rest of
years, when the budget has benefited from revenue windfallg, o country.

they have been spent. What is the approach from the govern- MrsHALL: I wonder whether | may have a little latitude.

i i ? h g . .
ment in this budget? My last question was in relation to the Treasurer’s contin-

TheHon. K.O. FOLEY: This is a very fundamental : - :
guestion. This is the stark difference between the quality O\?vency line. He told me that it was in the budget papers. |

budget management of the fiscally loose former treasurer al nder .whether he could assist me by_ indicating which

govgrnment a?nd the disciplined a?)/proach of this governmerl;leq?dget lines contain the Treas_urer’s cc_)ntlngency Im_es.

A key feature of the 2003-04 budget is that the government’ The Hbcl)n. K 'O'bFO%E”Z' Whg:h (t:gn\}\'/ng?g% fur:\d IS thebl

budget measures have been largely financed from savin&?nogra efmehm er ta |ng;;1 outs You € honourable

enabling services to be maintained in the forward years. ember re re§ my memory.,

Revenue growth has been used to structurally improve the MISHALL: The Treasurer's.

budget. New spending in the budget of $860 million over four | he Hon. K.O. FOLEY: Which amount of money was

years has been funded largely from savings measure&at? Would the honograblg member read the figure t_o_me?

revenue measures and better use of contingencies set aside ifMrsHALL: There is no figure: | want to know what it is.

the 2002-03 budget. The budget surpluses arising from TheHon.K.O. FOLEY: Can you repeat the question?

stronger revenue and high employment will be used at this MrsHALL: It was $548 million in 2003-04; $548 million

point to reduce the state’s liabilities by reducing debt. in 2004-05; and $563 million in 2005-06. Will the Treasurer
Lower debt means that the government has greategonfirm that this year's budget has reduced significantly the

capacity for funding services, rather than paying interestiunds in the Treasurer's contingency lines for these three

With the South Australian economy forecast to slow duringyears; if so, what are the new reduced levels?

the next financial year, it is important that a disciplined TheHon. K.O. FOLEY: | do not know how well the

approach to spending is maintained. The 2003-04 budget uestions have been written for the honourable member. Is
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the honourable member talking about the Treasurergenerally as we can. In relation to what is deemed surplus and
contingency or another contingency? what is not, | will take advice.

MrsHALL: The Treasurer’s. MrsHALL: What is the total estimated expenditure by

TheHon. K.O. FOLEY: My own portfolio contingency? government on consultants in 2002-03 and the estimated

MrsHALL: Some are referred to on pages 3.23, 3.24 anéxpenditure for 2003-04? | want a detailed breakdown of
3.25, but I want the Treasurer’s. You did tell me that it wasexpenditure on consultants in 2002-03 for all departments and
there for me to see, but | wonder whether you could give m@gencies reporting to the minister, listing the name of the
a page number or an amount. _ consultant, cost and work undertaken?

TheHon. K.O. FOLEY: I do not have a contingency of  The Hon. K.O. FOLEY: We will take the second part of
$500 million, if that is what the honourable member isthe question on notice. In relation to spending on consultants,

suggesting. savings of $10.6 million were factored into the 2002-03
MrsHALL: | want a page number or an amount. budget. Savings targets were not applied to the Office of the
TheHon.K.O. FOLEY: Are you talking about the Commissioner for Public Employment or to the South

Treasurer having a $448 million contingency? Australian Independent Industry Regulator. This saving was
MrsHALL: | found some of the figures. based on a calculation of 50 per cent of the 2001-02 projected

TheHon. K.O. FOLEY: But | do not have a contingency expenditure base at $22.3 million advised by general
of $448 million—I wish | did. Are you talking thousands of government agencies during the 2002-03 budget process.
dollars or mﬂhgns;}af dogars? . : Actual expenditure on consultants in 2001-02 for the

MrsHALL: What about a government contingency in genera| government sector was $18.9 million. As advised by

your portfolio? agencies, expenditure to the end of December 2002 for the
TheHon. K.O. FOLEY: | asked the honourable member eneral government sector was $5.3 million. Projected

whether she was talking about the Treasurer’s contingencyy, \ard on this basis, significant savings in consuitancy

and she said yes. " H , . expenditures are in prospect for the full 2002-03 year, broadly
Mrs HAI%JILb. '_Wor:‘ assume t Ie' government's Contin- iy, jine with the projections contained in the 2002-03 budget.
gency would be in the Treasurer’s line. | will take the second part of the question on notice and
TheHon. K.O.FOLEY: You are talking about a iqin an answer.
ggm:ﬂggﬂg for all of government. The Treasurer has a The CHAIRMAN: What process exists for what | would
MrsHALL: Yes, and | have found a couple of those. call _eff|C|ency audits—and this is no reflection on th_e
. . ; Auditor-General, for whom | have great respect. He carries
TheHon. K.O. FOLEY: Which are you asking for? X o
. ) . out his own auditing and undertakes post-mortems on
MrsHALL: Whole of government contained in your icul d h IV look
ortfolio. | will have both. You told me that it was there for particufar ever_1ts, and so on. But who actua Y 100KS to_ See
Pne to sée ' whether there is value for the taxpayer’s dollar in the various
: . . . . agencies, given that you often have an across the board cut,
TheHon. K.O. FOLEY: Contingencies are not public which is a very crude device? Who is actually monitoring

|nf0rmat|on and I do not see a need to make them public, fo ducation, Health or anywhere else to see that efficiencies are
obvious budget management reasons. If the honourable

: ; -
member is talking about figures on page 3.23, would spgceurring as a result of modern technologies, and so on

point them out to me, because | am having trouble under- 1 neHon. K.O. FOLEY: That is a very good question.
standing her question. | am not trying to be difficult; | might I share your respect for the Auditor-General as, | know, the
be a bit thick. What is your question? member for Davenport and the member for Morialta hold the

MrsHALL: | want this year's figure Auditor-General in very high regard and think highly of his
The Hon. K'.O. FOLEY: You have thé 2003-04 figures. skills, notwithstanding the fact that they have been subjected

What do you mean ‘this year's figures'? It is there on thel® SOMe adverse findings from him.

table: contingency provisions under employee entitlements, The Hon. |.F. Evansinterjecting:

$53.16 million; contingency provisions, supplies and TheHon. K.O. FOLEY: If you haven't been, | apologise
services, $57.736 million. What more does the honourablgnd withdraw humbly. But | know you hold him in high

member want? regard and speak fondly of him. | note the member for
MrsHALL: I will write it out for you. Morialta did not object to those comments. Instead of putting
TheHon. K.O. FOLEY: What more do you want? What @ sort of blunt instrument across government in terms of
am | missing? looking for savings, the Expenditure Review Committee of
MrsHALL: You are missing a total line, but | will come cabinet, which I chair and of which a number of my col-
back to it. leagues, including the Premier, are members, in two budgets
TheCHAIRMAN: The member for Morialta should ask has gone through each agency looking for efficiencies and for
her next question. reprioritisation. It has been a very difficult process but a good

MrsHALL: What is the number of positions within the process. Instead of saying, “You will cut 2 or 3 per cent,’ it
Department of Treasury and Finance with a TC package dpoks at your capacity.
greater than $100 000 estimated for 30 June 2003 and The truthis that with a business the size of a state, with an
30 June 20047 $8 billion-plus budget, you have to have constant ongoing
TheHon. K.O. FOLEY: We will get that figure. pressure to ensure that wasteful or poorly targeted spending
MrsHALL: For each department or agency reporting tois eliminated where possible. That is sensible management.
the minister, how many surplus employees are there? Farhose resources then apply to more priority areas. The way
each surplus employee, what is the title and classification ofie are doing it at present is through the Expenditure Review
the employee and the TC of the employee? Committee of cabinet. We have some specific expenditure
TheHon. K.O. FOLEY: We will have a look at that. | review teams in agencies as distinct from the work our
am not giving any commitment to answer, other than agommittee does. We actually have a team of people in a
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number of government agencies, and we are significantly TheHon. K.O. FOLEY: | think that there would not be
improving the quality of administration. a government superannuation scheme in the past year or so

One of the great qualities lacking in government has beethat has not suffered great difficulty. The very poor shape of
financial management across government, and the Undemorld equity markets has troubled all of us. World equity
Treasurer and his officers have often pointed out the fact thaharkets are in serious downturn and we are hoping to see
sometimes the quality of your budget management is largelgome positive return, but the government remains committed
affected by the quality of your own management tools, youto ensuring that all superannuation liabilities are funded by
own information management and your own financial2034, the target set down by former treasurer Stephen
management, and we need to continually look at improvindBaker—a brave and correct decision by the former Liberal
that to ensure that we have best practice financial managgevernment, and we are sticking to that.
ment across government. That is another way of doing it. Of The government also requires agencies to fully fund new
course, at all times the expenditure of government departccruing superannuation liabilities within budget allocations
ments is backed up by the work of the Auditor-General andis those liabilities accrue. The unfunded superannuation
his officers to ensure that spending is applied as has bediability is estimated to have grown by about $500 million in
appropriated and as is appropriate. 2002-03. The increase is mainly the result of a negative

But governments must always be vigilant in ensuring thatearnings rate by Funds SA in 2002-03 as a result of the
we look carefully line by line where we can at how money isdownturn in world equity markets and the incorporation of
being spent. This was a habit of former Labor governmentsurrent membership data into accrual actuarial modelling,
as much as Liberal governments. Just because a project hakich shows higher liabilities to employees than previously
been funded for five or 10 years does not mean that it shoulelstimated. Increases in superannuation liabilities result in
be funded every year. You should have a process by whicimcreased nominal superannuation interest expenses and
you go back and examine that. We are starting to do that, aridcreased cash payments.
that is good budget management. An increase in nominal superannuation interest expense

The CHAIRMAN: There tends to be a focus on the affects the government’s accrual budget balance. The nominal
negative: don't waste money. | am also thinking aboutsuperannuation interest expense is forecast to increase by
someone energising agencies to bring about positive changkb5 million from 2001-02 to 2002-03, and is also expected
and assisting agencies to look at things that they have beémincrease over the forward estimates, reflecting the moder-
doing for a long time. In my experience, in a lot of depart-ate increases in superannuation liabilities over that time. The
ments you have people who have been there a long time whgpvernment has increased scheduled cash payments com-
protect what exists and who are very reluctant to look at basipared to the 2002-03 budget for every year out to 2034, to
operating practices because they have been done since #esure that superannuation liabilities are fully funded by
year dot. One example is in schools, and that is the tim&034.
frame of the school day. That has been basically in existence The cash payment is forecast to increase by $29 million
for 100 years. in 2003-04. While investment conditions are very difficult,

It may be the correct time, but if you seek to have thatrunds SA's earning performance has been comparable to
reviewed as to whether it is most efficient in terms of learningother like fund managers. Funds SA has outperformed its
or of costs, you will get the answer, ‘We've been doing itbenchmark for the last six and 12 months. The projected
since 1876 (or something) and it works.’ | just use that as @arnings rate used in the 2003-04 budget (at negative 3.7 for
illustration, but | think it applies in other departments as well.2002-03 as a whole) has been derived by taking the actual
Someone needs to get in there and actually energise them irgarnings rate to the end of March 2003 and assuming that
looking at some of their basic practices, to see whether thegarnings for the remaining three months of the year will be
deliver not only cost- effective services but services relevanat an annual rate of 7.5 per cent. | qualify all of these answers
to a modern community such as ours. | hear what you salgy saying that this is my advice. If | have misread the advice
about the Premier’s budget committee, but | think it is farand incorrectly advised the committee, | will put in place a
more fundamental than that in terms of the way in which theychecking process at the conclusion of estimates when
operate and should operate in this day and age. Hansard is provided to my staff, who wait eagerly to ponder

TheHon. K.O. FOLEY: | can answer that in part by over and pore through the estimates.
referring to the Generational Health Review, which we are  Mr O’BRIEN: What is the status of legislation designed
hoping will receive bipartisan support, because it is the typgo improve financial responsibility and accountability?
of work that really needs a constructive opposition. It is TheHon. K.O. FOLEY: The Public Finance and Audit
looking at that very point of how we can do things better,(Honesty and Accountability in Government) Amendment
how we can spend the money better. Let us inject somBill was introduced in parliament in May 2002. The bill
energy and vitality into a multibillion dollar sector of requiresthe Treasurer to prepare a charter of budget honesty
government. That is what the Generational Health Reviewvithin three months of the commencement of the act. The
does and, when the government is in a position to release firimary objective of this charter is to improve the transparen-
publicly, that will be there for all to see. The Budget Reviewcy of the government’s fiscal management, thereby improv-
Committee of cabinet is also looking at the proactive way ining the accountability of the government to the public and the
which we can enthuse departments to spend money bettg@arliament. | probably should not be providing this informa-
Some ideas and concepts have been put forward about thien, but | will.
very point you make. That is the challenge for government, The bill is currently before the Legislative Council, and
and | think the chairman’s point is well made. most clauses have been passed. However, the council is

Mr O’'BRIEN: What is the government’s commitment to currently debating particular clauses relating to the pre-
eliminating superannuation liabilities? What has been thelection budget release to be provided by the Under Treasur-
impact of the downturn on world equity markets on eliminat-er. The opposition has proposed some amendments to the part
ing liabilities? of the bill relating to the pre-election report. The government
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is considering these amendments. The government & government contracts’. Does the Treasurer’s Instruction 27
surprised that the opposition wanted to frustrate the passageplace the former policy? If so, why has the Treasurer
of this bill, which relates to honesty and accountability indecided to stop the public disclosure of all consultancies of
government, but when one reflects on their level of honestiess than $500 000? Does the new policy now stop the public
and accountability one can understand why they are not thaisclosure of government contracts of less than $500 000

keen to see such a bill pass. (including government asset sales, joint venture land
Mr O'BRIEN: What are the government's capital developments and industry assistance proposals), and prevent
expenditure priorities for the next three years? the disclosure of public sector executive contracts?

TheHon. K.O. FOLEY: Cabinet expenditure priorities TheHon. K.O. FOLEY: | do not know what the great
for the government include, obviously, the important andmystery is. You knew what your policy was when you were
critical areas of health, education and transport infrastructurén government and you know what my Treasury instructions
New projects to commence in the 2003-04 budget argre. Compare the two.
classified as new works in the Capital Investment Statement
(Budget Paper 5). The largest projects based on the total [ Sitting suspended from 12.58 to 2 p.m.]
project costs include: the Port River Expressway (stages 2
and 3), $131.3 million; the Royal Adelaide Hospital redevel-  The CHAIRMAN: Is there agreement in respect of the
opment (stage 4), $130 million; new schools projects injmetable for this afternoon?

DECS, $33.6 million; the Lyell McEwin Health Service  TheHon. K.0. FOLEY: Mr Chairman, | am happy for

(stage B) $32 million; long-term plant and equipmenty,y colleagues not to ask questions. | do not want to deny the
purchases for Transport SA, $29 million; and the Adela'deopposition that opportunity, but | will not change the

light rail project, $26 million (excluding costs of leasing of gchequle. 1 am happy to drop my questions, which will free
trams estimated at a further $30 million). up half the time.

Budget Paper 5 also shows that projects for expenditure
in 2003-04 are classified as new works carried forward: tha%
is, projects that were planned to have commenced but fq h ; . -
W,hiCh major expenditure has not yet been made Thsrtlll prefer to hav_e the time for this area go until 3.15 and

R h : ’ ave a shorter time for SACORP, super, etc. but, if the
government has maintained a funding commitment to thes&overnment is using its numbers to do that, so be it
projects by retaining them on its capital works program. : ' :
These include: the Queen Elizabeth Hospital redevelopment | N€Hon. K.O. FOLEY: Thatis exactly what you did for
(stages 2 and 3), $60 million; the Repat General Hospita‘F'ght years. | am happy for all questions to come from the
Medical Health Unit, $9.8 million; the Murray Bridge ©PPOSition. .

Hospital redevelopment, $9 million; and the Port Augusta TheHon. I.F. EVANS: l understand that during the lunch
court redevelopment, $7.4 million. That is what | have beerPreak the Treasurer made a press announcement regarding the
advised. Treasurer’s instruction about the disclosure of government

Mr GOLDSWORTHY: In respect of all departments and contracts, saying thaﬁ the figure in relation to consultancies
agencies that report to you, what is the estimated level gf not $500 000 but is now some $25 000. When was the
under-expenditure for 2002-03, and has cabinet approved arfyeasurer’s instruction renewed to come up with the new
carryover expenditure into 2003-047? figure?

TheHon. K.O. FOLEY: We have been up front about ~ TheHon. K.O. FOLEY: The $25 000 figure?
this. Yes, it is carryover approved; that is commonsense. | TheHon. |.F. EVANS: Yes.

have said so much about carryovers, underspending and The Hon. K.O. FOLEY: When the question was asked
savings. There is so much information in the budget papers gsked the officers to confirm what the opposition was
that | think the opposition has been more than adequatelyytting and why it had a figure of $500 000 for disclosure if
provided with substantial information on these matters.  gch information was there. It was part of prudential manage-
Mr GOLDSWORTHY: | refer to Budget Paper 3. On ment review, started under the former government. Correct
page 2.5 itis stated: me if | am wrong: the review you put in place came up with
The coverage of table 2.5 is wider than that included in the 2002the proposal that, as contracts were at $500 000, consultan-
03 budget ar|1(d Dow ahgnzwnh éh%anﬂualcsuwey of the St?te’?ap‘g?“éies should also be at $500 000, and the government accepted
E%‘gﬁgr‘r’]vgr:t. orce conducted by the Commissioner for PubliGy o recommendations of the prudgntial management group.
. . When | had another look at that instruction | thought that
The _effect of this is that t_otal public sector employment of, o . point that $500 000 was too high a level was well made
full-ime employees (estimated as at 30 June 2003) &g, | t5;r | foreshadow that the government will revise it and

increased from 67720 to 71117. What is the specifiGy ¢4 will go below what the former government had at
difference in the compilation of this table from last year t0g50 000 and it will be $25 000.

this year; that is, what agencies are now included that were .
not previously included, and are there still public service ' eHon.1.F. EVANS: The way | understand that
agencies not included in the figures in table 2.5? answer, that decision was taken over lunch.

The Hon. K.O. FOLEY: | am happy to get the informa- 1 heHon. K.O. FOLEY: Yes.
tion for the honourable member. TheHon. |.F. EVANS: It was a lunchtime review?

Mr GOLDSWORTHY: In May 2001, the former TheHon. K.O. FOLEY: It was a decision taken; the
government implemented a comprehensive new policyninute | looked at it, | wondered why we had done that. In
entitled ‘A new dimension in contracting with SA govern- government when you sometimes make errors of judgment
ment’, which introduced a comprehensive program of publigzou should be brave and prepared to acknowledge that and
disclosure of government contracts. Recently, the Treasurenake an adjustment. | think we will go down to $25 000, and
issued a new Treasurer’s Instruction 27 entitled’ Disclosuré am sure that my cabinet colleagues will endorse that.

TheHon. |.F. EVANS: We are happy for you to go quiet.
at will give us a chance to ask more questions. We would
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TheHon. |.F. EVANS: You are saying that your cabinet ~ TheHon. |.F. EVANS: On the questions we asked earlier
colleagues will endorse that. Does that mean that the previowsith regard to the $67 million figure and the $64 million

treasurer’s instruction went to cabinet? figure and the government’s claim that it was going to cut
TheHon. K.O. FOLEY: Yes. | am advised that the Treasury by 11 per cent—
prudential management review was a cabinet decision. TheHon. K.O. FOLEY: Which issue are you referring

TheHon. |.F. EVANS: Were the minister and cabinet tg?
aware of the ramifications? When you and cabinet signed off The Hon. | .F. EVANS: Page 3.16 in Budget Paper No.

on it, were you aware of the ramification that the $500 00Q; \plume 1. The earlier answer that we were given was that

figure would apply to the sale of government assets and theart of the reason for the difference between the $67 million

joint venture industry assistance? figure and the $64 million figure was because of the TVSPs.
TheHon. K.O. FOLEY: Clearly, the government was coyld you please explain to me where the TVSPs are

aware of all the facts before it and, as | said, it was abouta|culated into those figures?

consistency. It was on the advice of prudential management. The Hon. K.O. FOLEY: We will get you that answer in

Ihave had a look atit post this break and | thought the poing, moment; | will do a famous Rob Lucas huddle here. The
made by th? opposition was fair. 1 think we erreq as asavings | referred to were the savings based on the 2003-04
government in making that call and | have reversed it. budget estimate from the 2002-03 budget. Of course, the
TheHon. |.F. EVANS. You were m_ade aware by expenses that we choose to put in for 2003-04 are then
Treasury of the ramifications prior to signing off initially on djusted from that base, and you then calculate what new
that Treasurer’s instruction? You were aware that the inte ending will be added b'ack in. | am advised that the TVSP

of the instruction was to restrict access to those ConsuItanci%gmmgency is on page 3.24 under Administered Items for the

of less than that amount? .
i - Department of Treasury and Finance—at the top there you
TheHon. K.O. FOLEY: Letus put this into some degree ill see a figure of $25 million, funding of targeted voluntary

of context. | am advised that the government had a review (;frparation packages. As | said earlier, that appears in that line
&

prudential management. We had a submission to cabinet al the Department of Treasury and Finance and then is

made a set of decisions based on advice, and the approprigle 4 ot in a sense. to agencies as and when they make a
Treasurer’s instructions were therefore issued. What | haV@aII on thaf amount S’o the expenditure of that money will
said is that I think it is a fair point; in an endeavour to get_ o\ oo Gther agency items

consistency across government and streamline the process i N ) y L

decision was taken to put them at $500 000. I think the | neHon. I.F.EVANS: Your previous answer to the

government took the wrong decision and it should becommittee though, Treasurer, was that that $25 million was

reversed. | will take the heat and flak for that. | do a fair bit!ncluded in the $67 million figure. Your earlier answer clearly

in my job where one can make mistakes. One corrects thequicated that part of the reason for the $67 million worth of
as quickly as one can and moves on, and that is what | afPenditure was because TVSPs were included. What you are
doing ’ saying now is that they are included under Administered

The Hon. |.F. EVANS: Where does that leave the policy ltems. _ .
in regard to disclosure of public sector executive contracts? TheHon. K.O. FOLEY: No, you are talking about two
The Hon. K.O. FOLEY: In regard to what? different issues. Go to Budget Paper No. 3, page 2.13—
The Hon. I.F. EVANS: We asked the question before Savings Initiatives. If you look at Table 2.1, Savings and
lunch: does the policy now prevent disclosure of public sectoEXPenditure Initiatives, Department of Treasury and Finance:
executive contracts? There has been a lunchtime revief€ first group is the $67 million, I am advised, then you have
which we have not been part of and apparently the policy hadll the other items including the administered items, and we
changed. have a savings initiative of $6.99 million. Now, | am advised
TheHon. K.O. FOLEY: | will get that clarified, but | am that $6.99 million as a percent_age of the $§7 million is
not foreshadowing changes to what has already been agre&¥#ghly the 10.4 per cent of savings. So what is the confu-
to on that matter. We will take that on notice. sion? _ o
TheHon. |.F. EVANS: Is the committee to believe that  TheHon. I.F. EVANS: Your earlier answer indicated that
you reviewed the policy over lunch and now you do not knowthe reason there was a $67 million figure was that TVSPs

the detail of the policy? were included in that figure.
TheHon. K.O. FOLEY: CEOs’ contracts are publicly TheHon. K.O. FOLEY: I do not recall saying that. You
available information, so what is your point? may be right and, if | said that, | will correct it, but that is not

TheHon. |.F. EVANS. Does the policy now prevent my understanding of what | said at the time. What | said at
disclosure of public sector executive contracts? Is youthe time was that, when looking at savings, we came back to
answer no? 10.4 per cent, roughly, | am advised, as the savings number

TheHon. K.O. FOLEY: My answer is that the policy is on the $67 million. You then have your expenditure, so the
what the policy is; that is, that public CEO contracts are madexpenditure for 2003-04 includes a figure of some $25 mil-
available for all to see. | will get you a more detailed responsdion for administered items. Your argument to me was that
to that as it relates to other executives. My understanding igou said you are saving money but in fact you are spending
that the position of the former government was that CEOsimore. What | said to you was that, when you start the process
contracts were made available and this government has nof identifying the savings, we have identified those savings
changed that. That is my understanding; | will get thatat about $6.99 million, or 10.4 per cent. We then decide to
clarified and checked. | am advised that the CEO contractadd in new spending. One item of this, which is accounted for
are still available. | do not know about you, but a number ofin the budget, is $25 million for TVSPs, and that gets you a
your colleagues have accessed CEO contracts of employmefigure that you say is larger than what the NU result may have
As it relates to other levels of the executive, | will get thatbeen. That was my understanding of the explanation | gave
answer for you. to you last time and, if there is a difference, | apologise and
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I am happy to ensure the record is corrected subsequent to MrsHALL: Does this decision mean that all the capital

this process. costs of building the bridges and associated road infrastruc-
TheHon. |.F. EVANS: So was the $25 million included ture, other than the general government subsidy, will not be
in the $67 million or not? included in the general government sector budget result

TheHon. K.O. FOLEY: No, and | have told you that which is now the focus of the budget papers?
twice now. Go to the table on page 2.12. You can see for TheHon. K.O. FOLEY: We will provide a detailed
yourself. It is an administered item. | have said that. | wagesponse to that question. When you were in government your
quite up-front about that. But if, as | said, there is confusiororiginal plan was that the bridges would be totally funded by
with an earlier answer, we will clarify that and get it tolls. The truth is that, after undertaking more due diligence,
checked—we will sort it out. If you go back and have a looktolls do not provide sufficient revenue to cover the entire
at theHansard | think you will find that you are talking at project.
cross purposes. We are talking about a lot of figures, but if MrsHALL: Does that include the opening of the bridges?
there is confusion | am happy to get the record corrected. TheHon. K.O. FOLEY: Yes. We need to provide a

TheHon. |.F. EVANS: | assume the calculation for the subsidy from the budget and we think that, in this instance,
10.4 per cent savings figure comes from table 2.1 on page PNFC is the best model to deliver this particular one-off
2.12 of Budget Paper 3. Are you adding those figures to ggiroject.
your 10.4 per cent, or is there a different calculation in MrsHALL: The extra money is all accounted for in the
respect of how you got your 10.4 per cent? PNFC.

TheHon. K.O. FOLEY: The operating funding for the TheHon. K.O. FOLEY: | will get a more detailed
department—the figure you referred to of $67 million—is theanswer for the honourable member on that.
operating expenditure, | am advised by the department, and MrsHALL: The Treasurer notes that the last Liberal
a saving of $6.992 million for 2003-04 is delivered. Thatbudget of 2001-02 had actual expenditure on health and
represents roughly 10.4 per cent of the operating expenses@ducation which was estimated to be in the order of 19 and
the Department of Treasury and Finance. 16 per cent higher respectively than the estimated standard-

TheHon. |.F. EVANS: In relation to the treasurer’s ised national average expenditure. Does the Treasurer believe
instruction—I just want to clarify that | have got this right—it that the actual expenditure on education and health needs to
went right through the cabinet process and it was only whebe closer to the national average expenditure, or does he
you were asked a question here today that we discovered thaglieve it should be maintained at the level of 19 and 16 per
it is wrong. Is that what you are telling us? cent above the national average?

TheHon. K.O. FOLEY: No, | am saying that it went TheHon. K.O. FOLEY: I think it should be maintained
through a cabinet process. We made a decision based ah the level contained in this budget and in the forward
advice, and | have taken the decision that | think that weestimates, and we will review whether or not more resources
should have looked at it differently. In an attempt to ensureshould be provided in subsequent budgets.
consistency, | think on balance we should adopt the recom- The CHAIRMAN: We do not want another world war in
mendations from what is in a sense a quasi-independentder to bring about changes to taxation regimes in South
operation within government—the Prudential Managemenfustralia, but are any moves afoot to review the current state-
Group—which provided this advice to government. Wefederal taxation regimes in terms of trying to address what are
accepted that advice, but on reflection in respect of thatbviously some imbalances which went to the federal
particular point | think we should not have done so. | thinkgovernment as a result of Second World War decisions? Are
you are right and | have changed it and | am relaxed abowny moves afoot, or are you initiating any to try to get a more
that. realistic tax base for states such as South Australia?

TheHon. |.F. EVANS: So, when you signed the cabinet  TheHon. K.O. FOLEY: | can rule out categorically that
submission, it did not appear wrong; when cabinet discussetiis government will not be seeking income taxing powers
it, it did not appear wrong; and when you finally signed off from the commonwealth. We think that substantial reform
the treasurer’s instruction it did not appear wrong. Is it onlyand change has occurred through the GST and the funding for
today that it appears wrong? states, and it will probably take us a while to digest that one.

TheHon. K.O. FOLEY: | have had a closer look at the We do not envisage any further movement. The more
matter today and | think on balance that your arguments angressing pressure on us as a state is the move by the states of
well placed. We are not like the last government, in that if weNew South Wales, Victoria and, to a lesser extent, Western
make what we think is a mistake, we fix it: we do not coverAustralia to wind back HFE (horizontal fiscal equalisation)
it, hide it or lie about it, we fix it. | notice the member for where the bigger states, the donor states, are putting a lot of
Morialta is not asking any questions about this matter. work, effort and money into researching to attempt to pull

Members interjecting: back the amount of cross subsidy that occurs in this nation to

The CHAIRMAN: Order! ensure that the equal quality of services can be provided

MrsHALL: No, because | want to talk about anotherwhether a child attends school in Salisbury or downtown
policy that you have made on the run. | refer to BudgetNorth Sydney. That is a bigger threat to the smaller states in
Paper 3, page 2.26. Under the heading ‘Transport and Urbayarticular. It is for that reason that | always ensure that | sit
Planning’ it states: next to Queensland at treasurers’ conferences because they

The government has decided that the road and rail bridges ovéte still a recipient state, and one always ensures that one
the Port River should be built by a public non-financial corporationdoes not get off side with Peter Costello on this matter.
(PNFC). MrsHALL: Can the Treasurer advise the committee what
Are all other roads and rail bridges in South Australiaadvice he has received in respect of the interest rate margin
included in the PNFC sector or the general government sectdifferential of the state government borrowing program
and, if not, why the difference? compared with the states that have achieved a AAA credit

TheHon. K.O. FOLEY: The general government sector. rating; and what would be the dollar impact on interest
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expenses in 2003-04 if the state does finally return to a AAAS5.4 million from Fleet Financing, the car fleet financing,
credit rating? which in itself is an administered item?

TheHon. K.O. FOLEY: | will be very careful in TheHon. K.O. FOLEY: The point is that the operating
answering that question because | do not want to predict whgkpenses of the Department of Treasury and Finance is
it may mean except to say this. The interest saving as a resiifte $67 million. The savings are $6.9 million. | am advised
of a AAA credit rating of itself is not the major contributor that that represents a 10.4 per cent cut. One of the contribu-
to benefit the budget bottom line. The work that is done in thdors is in fact Fleet Financing which was a good saving, a
lead-up to getting it is where the majority of savings can begood initiative and a deal done by Treasury and Finance.
made. Let us say, for example, we chose to pay off half a TheHon. |.F. EVANS: Is the fleet financing figure in the
billion dollars of state debt with our surplus and not spend it$67 million?
which is what the opposition wants. By saving that money TheHon. K.O. FOLEY: No.
and other surpluses, the advice to me is that we could see TheHon. |.F. EVANS: Are you bringing savings from
interest savings of $30 million to $40 million per year. Thatthe administered items into the 10.4 or 10.6 per cent figure,
is where you start to get the substantial interest rate saving$aiming that to be a saving to the Treasury line where in
from targeting a AAA. Whilst the actual marginal improve- actual fact it is a saving to the administered line?
ment on the improved cost of borrowings is of use, itis not TheHon. K.O. FOLEY: What | am saying is that savings
the large contributor. in Treasury and Finance represent $6.992 million, which

As | said, the contributor is the work that you have to dof€Presents 10.4 per cent when compared to the operating base
to get there. The opposition wants ever increasing spendirfgf the department. As the Under Treasurer points out, the
and at some point the opposition will have to be heldT€et financing saving was an initiative and a work of SAFA
accountable and start to answer how it intends to pay for af¥hich | am advised is part of the operating budget of the
its promises. | mean, yesterday Dean Brown was saying th&épartment of Treasury and Finance. | am not sure what

he wants 200 more social workers, but he does not tell us hoReint the honourable member is trying to make.
he will pay for them. But clearly— TheHon. I.F. EVANS: | am trying to establish whether

the $67 million figure—

Mrs Hall interjecting: TheHon. K.O. FOLEY: I think your point is: what base

TheHon. K.O. FOLEY: Jan McMahon does—Jan - . : .
McMahon and Dean Brown sing from the same song shee re we comparing, and that, if we are comparing the operating

. penses of Treasury and Finance together with the adminis-

Eowevr;er, | have tﬁ .S";‘ly that it IooIBs to rge as f[hough Rtpt{ered items, does that equal 10.4 per cent? | have not said that
ucas has as much influénce over bean Brown in 0ppositioy , it | y5ye given that impression or | have said that, that is

as he had over him when in government, that is, none. If Ro rong. The saving is 10.4 per cent as a percentage of the

Lucas were a fair dinkum shadow treasurer, he would hav

been on to Dean saying, ‘Listen, mate, you have to be carefu eq_zﬂéneor::ﬁ ?:plezr\?gr&lgs_e)éplintieesw ay you are getting to

about what you say about spending because we will have Rat 10.4 per cent is by including savings through your

have an argument about whether that will mean more d,ebt Ydministered savings line, and not just those areas that
more taxes, or whether we will have cuts elsewhere. Ro%ontribute to the $67 million

Lucas, as | said, has as much power over Dean as he always . .
had, that is, nil. The point is that had we adopted the bi orTohueraHb?g'n’fe'%b';?ié'fg/}r:gag not sure of the point the

spending approach of the opposition and not targeted a A The Hon. I.F. EVANS: The point | am trying to make is

credit rating, we would not get the $30 to $40 million interest[hat your department has not delivered you a 10.4 per cent

Zﬁ\éigt?c?ﬁ | think that more than adequately answers th§aving out of its own operating line. It has fudged it by

. bringing it out of ‘administered items.’
MrsHALL: As a supplementary question, because | TheHon. K.0. FOLEY: Itis not fudging at all.
asked about the advice that the Treasurer has received, is heThe Hon. | .E. EVANS: $5.4 million of the $6.9 million

indicating that it is somewhere in the vicinity of $30 to 5 oyt of an administered line. It is not out of a departmental
$40 million? line at all.
TheHon. K.O. FOLEY: What | have said is that my ~ TheHon. K.O. FOLEY: What are you suggesting—that
advice is that the 2002-03 drop debt level to the forecastegie should not be making it?
debt levels of 2006-07 should result if indeed those surpluses The Hon. |.F. EVANS: | am suggesting that the public
are paid off debt—and we may make decisions to use thosgatements of the Premier are not accurate.
surpluses in other ways—but | am advised that, on the current Mr KOUTSANTONIS: That is completely unfair,
settings, we should see an interest rate reduction in the ord#r Chairman. He is accusing the Premier which should be
of $35 to $40 million. That is a large contributor to an done in a substantive motion.
improved debt position and an improved budget bottom line, TheHon. K.O. FOLEY: From a political party that made
which we think in the medium term should lead to a creditjittle or no savings! It is all there in the budget papers. We are
upgrade. not hiding anything. It is all there for you. You can do your
TheHon. |.F. EVANS: | refer to the Treasurer’s previous calculation, and come back to it. There is $6.992 million
answers about administered items and what is and is netorth of saving, of which $5.4 million is the work done by
included in the $67 million. As | understand his answer nowSAFA to get a better deal on Fleet financing. That represents
he is saying that the administered items in relation to TVSPsoughly 10.4 per cent, | am advised, of the operating expenses
are notincluded in the $67 million, that is, the 10.4 per cenbf the Department of Treasury and Finance. What have we
or 10.6 per cent budget saving which Treasury has made ars@id that is inconsistent with that? Are you suggesting |
about which he is advising the committee. In relation to theshould make more savings in Treasury and Finance? Do you
$6.992 million saving figure (10.4 per cent), can the Treasurthink we should make 16 or 17 per cent savings in Treasury
er confirm whether the biggest lump of that saving isand Finance? Is that what you are suggesting? Should | cut
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another $5.4 million out of the operating expenses ofa year, from memory. | stand corrected, but certainly a large

Treasury and Finance? If you think that, tell me how youamount of money. We have saved that. The fine work of the

think we should do it and | will have a look at it. Department of Treasury and Finance has saved that, and that
Mr GOLDSWORTHY: Treasurer, what assumptions has contributed to substantial savings.

have been used in the budget forward estimates for wages | have to say that these budget papers have been out there
growth for police, nurses, doctors, teachers and other publigy three weeks. All these savings have been in there. We are
servants? . . . not hiding a thing. We have shown you how the $6.99 million
TheHon. K.O. FOLEY: I will not disclose those figures, js made up. It represents as a figure 10.4 per cent of the base
other than to say this: the government has provisioned fynding for the department. | have been quite upfront about
significant base for what we consider should be fair wagenat. You can interpret those figures as you wish. You can
outcomes. However, to disclose those figures publicly woulghake whatever political play you may wish out of that. One
be to tip off the public sector unions as to what the governthing you cannot accuse us of doing—which was your

very foolish and | have no intention of doing it. withholding information.

pol-iI;:Pi]ees %gsgihﬁﬁg.ingegcscuorﬁrr{t tlk[:e E%?:cl?%%gfamtljigs TheHon. |.F. EVANS: Can you CO”f'm? to me that other

particulérly low income families, where often only one paren departments have been treated .equally n the_ budgt_at_m that

is working? They might not gét any concessions and ofte hey have beep able to make savings out of the_lr administered
. llnes and claiming them as savings to their day-to-day

struggle. We hear a lot about pensioners, and | have n L ; ;
prot?lgm with that. Often those Ioveincome families are wors perating lines as Treasury is d0|_ng? Have other departments
y een extended that courtesy or is it only Treasury?

off than the pensioner households. To what extent at the state
level and through ministerial councils is this issue pursued in  TheHon. K.O. FOLEY: Every government department
trying to get a fair deal for the so-called battler and battlehas delivered to the budget varying degrees of savings. Some
families out there? departments have given—

TheHon. K.O. FOLEY: We take that issue very TheHon. |.F. EVANS: Have they been treated consis-
seriously, and that is why the water levy was not placed otently?

pensioners. Equally, since coming into government we have The Hon. K.O. FOLEY: No department has been treated
not raised the emergency services levy, notwithstandingonsistently. Every department has been treated on a case-by-
enormous funding pressures on government over thgase basis. We are a bit smarter than you lot. Rob Lucas’s
escalating costs of delivering emergency services. We havghnroach was to put some phoney 2 per cent, from memory,
not increased that levy, in large part because of the impagjy some arbitrary savings measure across all government.
that may have on families. We consider quite carefully lowyery few departments, if any, delivered on that. That might
income impact in all our decisions. It is always a considerye ynfair on him, and some may have delivered on what he
ation uppermost in our mind when we deliberate in cabinetasked, but all 1 know is that education was overspending and
The CHAIRMAN: Is it ever raised at ministerial health had enormous problems managing its budget. We have
councils? gone through in a much more targeted, selected and careful

TheHon. K.O. FOLEY: Not those that | have attended, approach, and we have gone into each agency to see what its
no. However, | have been only to a few Treasury meetinggapacity is to provide savings.

and a few insurance council meetings. The truth of the exercise is that, if you take out the

TheHon. |.F. EVANS: Back on administered items and o SO .
. . g - .~ $5.4 million and the $5 million, it might have been cabinet’s
in regard to this $67 million figure and $6.992 million saving ecision that savings of 3 or 2.5 per?:ent would be taken from

Lg&fg%ﬂgagoemzr'i%ﬁ tg; ?:3%‘3 nggé i’qitmgtntzgv?rggeirsI?k:?reasury, given that Treasury is within itselfllargely an FTE
$500 000 out of the National Wine Centre. If we add that to?(gﬁp?g”lﬁ 'Stg?égu%rg%rimn dk?ﬁseig .ar?ee;;grm?g fr;] rag%fgiziis'
Fleet, we have $5.9 million out of the $6.9 million saving to from what)i/t may be in a%liffere?]t portfolio syay transport or
O e oes ot cluly come o eghers, where there ae programs o wich you can appy
administered items. Can you confirm that? fficiencies and reprioritisation. We have said that we can get
TheHon. K.O. FOL EY: Thisis from thé mob that gave more money out O.f t_he Treasury by the good work done by
us the National Wine Centre! This is the mob who went Ouﬂ'reasury and put it in as savings. You asked me wha'g that
there and wasted some $30 million or $40 million on thatepresented as a percentage of the base, and | have said what
white elephant. Since coming into office, we have had to dea{sF ;Si%re:?g rtZ' dAnlfo.’ rtny %d.\{'ce Is that other agencies do have
with inept government by the former government, maladmini- 9 inistered items. L .
stration. We have had to put advisers in there and spend lots M GOLDSWORTHY: My question is in relation to
of government money to correct this National Wine CentréBudget Paper 3, chapter 2, entitled ‘Expenditure’. | refer to
fiasco that you presided over as a cabinet minister. You haj@ble 2.2, with the heading ‘General government savings'.
your fingerprints all over it as a cabinet minister. We haveA\re these additional savings revenue measures of $538 mil-
fixed it. Treasury and Finance has fixed it. lionin addmpn to the $967 million in savings overf(_)u_ryears
We are going to do a deal very shortly with the Adelaide@nnounced in last year's budget? Are you now claiming total
University that will create for us some real value out of theSavings revenue measures of $1.505 billion?
National Wine Centre. However, had it been left to your TheHon. K.O. FOLEY: Yes, we are. My advice is that
incompetence and your shadow minister, the member fahose figures, together with the savings from the last budget,
Waite, who is out there bleating every five minutes that weepresent a figure around the mark of what you have just
should be pumping millions into it, the thing would be losing mentioned. That is the scope of the work we have had to do
millions of dollars. The projections were at least $2.5 millionon the budget; the surgery we have had to put in place.
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Mr GOLDSWORTHY: Will the Treasurer provide a

TheHon. K.O. FOLEY: What a terrible slur! Are you

breakdown by portfolio of employees who accepted TVSP#sinuating something there?

in 2001-02 and also the estimated number for 2002-03?
TheHon. K.O. FOLEY: We will find out the informa-

MrsHALL: No, I am just suggesting that South Australia
has great red wine. You can drink it at any time of the day,

tion in terms of those who have accepted, and at the concld-am sure.

sion of 2002-03 | am sure we can provide that information.

TheHon. K.O. FOLEY: | heard a funny story, too, about

As the honourable member can appreciate, we have not yetie of your helicopter rides the other day. But, the PPP unit
got there, but we will provide that information as and whenis undertaking confidential work. | am happy to provide that

it becomes available.
MrsHALL: For the financial year 2001-02, for all

information, provided it does notimpact on the confidentiali-
ty in the early stages of the PPP work. As soon as we can

departments and agencies that report to the minister, can theake that available, | am happy to do so.
Treasurer provide information about the underspending on Mr GOLDSWORTHY: As at 17 June this year, what
projects and programs that were not approved by cabinet favere the number of unfunded positions in the Department of

carryover expenditure in 2002-037?
TheHon. K.O. FOLEY: | have more than adequately

Treasury and Finance? For each position, can you list the
classification and the TEC associated with it?

addressed those issues in the budget papers and in previousThe Hon. K.O. FOLEY: We can check that. | cannot

answers. | do not intend to add to them.
MrsHALL: My next question is in relation to Budget

answer that off the top. | am happy to take the question on
notice and get a considered response. Does the member for

Paper 3, page 2.12, on staff reductions. You are $410 00Davenport want one last crack at me?

down for this year and $821 000 over the forward estimates Mr GOLDSWORTHY: My question is in relation to
period. Will the Treasurer outline where these are? WhaBudget Paper 3, page 2.12, under the heading, ‘Savings and
branches and what types of resources will now be used t@xpenditure initiatives’, which is table 2.10. It states:
undertake the internal audit risk management work of the Accommodation—consolidation from multiple CBD locations
department in light of the resignation of Ms Elizabeth Moranto a single location.

from that role a couple of months ago?
TheHon. K.O. FOLEY: That is an administrative matter

There are figures of $250 000, $550 000, $550 000 and
$550 000 over the forward estimates period. Can you outline

for the Under Treasurer to deal with. What | can say is thatvhat is happening there? Does the savings amount include
you have just had a whack at me for not getting enoughhe amounts required to refurbish the State Administration
savings from Treasury and you wanted more: now you hav€entre floors?

awhack at me for getting rid of people. You can’t win in this

job!

TheHon. K.O. FOLEY: | am advised that the Depart-
ment of Treasury and Finance, | assume under the administra-

MrsHALL: | said she resigned. | was interested to knowtion of the former government, was well above the allocation
who was going to do the audit. | did not know you had sackear standard square meterage for each employee. We are

her.
TheHon. K.O. FOLEY: It will be a matter for the Under

bringing it back down closer to the standard. | am happy for
the member for Davenport to ask another couple of questions

Treasurer to sort through. We make changes all the time, bt finish off, so | cannot be accused of cutting him off.

| cannot win in this job.

The CHAIRMAN: Do you ever get letters from people
congratulating you as Treasurer?

TheHon. K.O. FOLEY: Only from my dad—and even
he has not sent me a letter lately.

Mr RAU: | sent one.

TheHon. K.O. FOLEY: The member for Enfield sent

TheHon. |.F. EVANS: The Department of Treasury and
Finance web site discloses the state’s consolidated financial
statements for the years ended 30 June 1999, 2000 and 2001.
Will the Treasurer confirm whether consolidated financial
statements were prepared for the year ended 30 June 2002?
If they were prepared, why are they not available publicly on
the internet? If they were not prepared, why not?

me a nice letter. It is useful if members send me nice letters. TheHon. K.O. FOLEY: | am advised that it has taken

MrsHALL: Will the Treasurer provide the committee

some time to prepare that data. | am advised that the Auditor-

with information about what consultants were engaged by theeneral has signed off on it and it should be forthcoming in
PPP unit of DTF during 2002-03? What were the costs ofhe near future. S _
each consultancy and what were the terms of reference for TheHon. I.F. EVANS: My question is in relation to

each consultancy?
TheHon. K.O. FOLEY: After | change the Treasurer’s

Budget Paper 4, Volume 1, page 3.1, the portfolio expendi-
ture reviews. Part A of the Auditor-General's Report to

instructionsl if they are over $25 000 you can see a Summa,@ﬂr“ament in October 2002, as pl’eVIOUS|y raised in the house,

on the web site.
MrsHALL: Yes, but you are still probably up there with
$500 000 at the moment.
TheHon. K.O. FOLEY: We will go back—
MrsHALL: After another lunch time review?
TheHon. K.O. FOLEY: Yes.
MrsHALL: Is that one or two reds, Mr Treasurer?
TheHon. K.O. FOLEY: No, | did not drink at all at
lunch time, not at all.
The Hon. |.F. Evans interjecting:
TheHon. K.O. FOLEY: Cabinet starts in the morning.
| have not yet started drinking before midday.
MrsHALL: You are probably not far away.

states:

Considerable risk inherent in the future budget results, particular-
ly with regard to achievement of planned savings.

Page 69 of the Auditor-General’s Report Part A states:

... further expenditure reviews were commenced during 2001-02
in relation to education and human services portfolios. Reviews with
respect to other areas have yet to be establishdtis anticipated
that the final reports for these initial reviews will be completed for
consideration as part of next year’s budget process.

Page 3.5 of Budget Paper 4, Volume 1, under ‘Highlights
2002-03’, states:

Made substantial progress on the expenditure reviews of the
(former) Department of Education, Training and Employment and
the Department of Human Services.
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Under ‘Targets 2003-04, it states: Additional Departmental Advisers:
Complete expenditure reviews of the departments of Education. Ms J. Roache, Ch'.ef Executive Officer, Lotteries Commis-
and Children's Services, Further Education, Employment, Sciencgion of South Australia. .
and Technology and Human Services. Mr A. Chia, Chief Financial Officer.
Why has it taken almost two years for the expenditure review )
committee to be completed on DECS and human services— | '€ CHAIRMAN: Other states that are part of the

. , . X-Lotto group seem to have various packages, systems and
bloggs m‘;g;fo FOLEY: Because I'm cleaning up the so on that are not on offer here. Is there any plan to introduce

in South Australia some of the other lotto-type offerings that

TheHon. I.F. EVANS: And does the Treasurer accept re avaijlable? For example, in New South Wales, in Power-
that the delay in completing these reviews has increased thgy|| you can lock in the Powerball. It is a pretty important
likelihood of planned savings not being achieved? question for a lot of people out there.

TheHon. K.O. FOLEY: You left the department of Ms ROACHE: We are actually participating in five
education and the Health Commission in a financial messational games: Powerball, Saturday Lotto, Tuesday Oz
when we came into office. We had to have a large number dfotto, Super 66 and the Soccer Pools. New South Wales
officers in both agencies doing outstanding work. ForLotteries, taking that organisation, does run a traditional draw
example, in relation to DECS, your mate and the guyottery, like a raffle book, but apart from that | am not aware
listening on the speaker now could not control the DECShat they are running anything that we are not running here.
spending, where budget blowouts in the order of some TheCHAIRMAN: Someone in Broken Hill told me that
$25 million were just accepted by treasurer Lucas. He had nihey offer a system whereby people can lock in the Powerball
control over his factional opponent Dean Brown, and, fromby computer. A lady up there told me that she had won $400
what | can find out, there was barely any communicatiorone week and $400 the previous week. It sounded like a
between the two departments. pretty good scheme to me, although I do not know whether

The financial management of those two agencies was afPu guarantee that sort of return! That was the sort of thing
unmitigated disaster, and we have sent in teams to try to fikhad in mind, whether there were any plans to modify the
it. And we are doing it. It is taking longer than we would havecurrent offerings through the computer system.
liked and more work than | would have thought, but the Ms ROACHE: That particular issue is where the
outstanding effort of the officers involved is getting throughcomputer can lock in every Powerball number from 1 to 45
what to date, prior to this government's coming to office,on that Powerball panel. The way it is done in South Australia
have been very poorly administered departments. We may nptesently, if someone wants to cover the Powerball number,
be doing this as quickly as the honourable member would likevhich is the most difficult to get, of course, that is a manual
but, if the honourable member had shown a bit more zest argrossing of the coupon. We do not have any immediate plans
rigour when he was in government, this amount of workto do that. It is fairly costly for software changes, but we
would not be required now. This question has been asked a¥ould take on board to look at it.
me in the house. Achieving these savings is not easy. We may The CHAIRMAN: | note that you have what you call
not get some of them, at the end of the day. We expect to bugour electronic agencies, which are equipped for Lotto and
whether or not, we can be told only at the end of the financia$o on, but you run a tight regime in terms of not allowing
year. other small businesses to sell, say, scratchies, which does

But it is ironic that | am being quizzed over the savings or.S€6M [0 happen in other states. Is there any plan to allow

perhaps, as the honourable member would point out, the Wamall businesses that will not get the electronic linkage to

thereof in departments such as Treasury and Finance. | ha@V€ scratchies, say, as part of their offering through their

| . I t th _retail business? _ _
the honourable member's colleagues out there every day Ms ROACHE: Years ago Lotteries did run what we

although he is not necessarily one of them at this stage, at

least—calling on me to spend money every day of the weelCalléd scratchies-only agencies, and that was on a manual
You just cannot have it both ways, and at some point th@2SiS- With the implementation of the new lottery system in

opposition of this state is going to have to explain how it 99£|)dtkr)1ebdecisionhwas talken tha;, forri]ssues ogc?]ntrol,hit
intends to pay for the hundreds upon hundreds of millions ofvould be better to have only agencies where you do have that

dollars of new spending that it has publicly committed itselffor™ ©f control by way of the terminal at the agency.
to—if not now, then during the next election campaign Strategies are continually reviewed at Lotteries. It is not
’ " something that we even have in our long-term plan at the

TheHon. I.F. EVANS: Did all departments and agencies moment. We are looking at our whole distribution network
reporting to the minister meet all required budget savingcryre throughout the state. The findings of that have not
targets for 2002-03 set for them in the last year's budget? lfeen concluded at this point.
not, what specific proposed project and program cuts were 1he CHAIRMAN: Do those who have the electronic

not implemented? linkage pay to buy in, as with a franchise? Clearly, you have
TheHon. K.O. FOLEY: | think | have just explained that some distance restriction on who can access that type of
in the wrap-up to my last question. | do not think | can addfacility. You do not allow them to be side by side, basically.
any more to it. | will conclude by saying that today | have Do they pay in addition to their rent, or whatever, for the
attempted to answer all questions as | have been advised aooimputer link? How do you decide which businesses will get
as correctly as | can, but we will of course qualify thosea lottery licence?
answers and ensure that if any incorrect information or advice MsROACHE: Every application for a Lotteries agency
was provided by me or by my officers, to the best of ouris assessed on the basis of commercial viability. We look at
endeavours we will correct that. We will ensure that anythings such as customer traffic through that business or that
confusion that may have occurred is clarified at the earliesthop. Proximity to any agency is not a determinant. What the
opportunity and be reported back to this committee. commission looks for is incremental sales as a result of
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having another agency within close proximity. For exampletions can be—and we encourage all winners not to speak to
at Mile End, not far from the West Torrens council chambersthe media.

in a large shopping centre we have an agency and across the

road there is an agency in a delicatessen. They are both very Additional Departmental Advisers:

successful. Mr B. Daniels, General Manager, SAICORP.

Mr O’'BRIEN: What was the level of return to govern-  Mr K. Cantley, General Manager, SAFA.
ment by SA Lotteries in the period subsequent to parliament’s Mr J. O’Flaherty, General Manager, Super SA.
rejecting the bill to privatise SA Lotteries?

TheHon. K.O. FOLEY: Thankfully, the former govern- MrsHALL: | refer to section 1 of the SAGIRM Fund (the
ment did not attempt to sell lotteries or we might have had &ommercial operations of SAICORP) and the performance
double whammy effect with the TAB. Proposed legislationof investment assets held in that fund. What is the investment
to enable the sale of SA Lotteries was defeated by th@erformance of the assets invested in section 1 of the
parliament on that historic day on 29 November 2000. For th&AGIRM Fund for SAICORP for the year to date, and what
financial years 2000-01 and 2001-02, the total distributiods the current solvency ratio of section 1 for SAICORP?
paid to government was $78.6 million and $74.9 million, Given that clearly there would be a reduction in investment
respectively. For the 2002-03 financial year, the totaBarnings experienced as aresult of the difficulties in invest-
distribution was estimated to be in line with the budgetment markets over the past few months, will the Treasurer
estimate of $77.6 million. Since the time of budget preparaconfirm whether this is likely to lead to higher insurance
tion, this estimate has been revised to $80.1 million. Thi®remiums for government agencies so that an adequate
represents a total distribution to government of approximatelgolvency funding level can be maintained?
$234 million over three years. It should be pointed out that TheHon. K.O. FOLEY: As that is a fairly detailed
that money goes to the dedicated Hospitals Fund in this statguestion—I have no problem with it—in fairness, | will take
an hypothecated account set up many years ago. We do ribn notice and get a considered response.
do enough to remind the community that every dollar of MrsHALL: | refer to section 2 of the SAGIRM Fund. As
profit that we get from the Lotteries Commission goes backve know, the South Australian Government Insurance and
into hospitals. Risk Management Fund is used for pre-1994 insurance claims

Mrs Hall interjecting: against the government. As at 30 June 2002, section 2 had

TheHon. K.O. FOLEY: Well, | don't have a problem $71.04 million in outstanding claims liabilities. As I under-
with people spending more on gambling, if that's what theystand it, this fund is predominantly unfunded; it is funded
choose to do. | am a well-known liberal, so to speak, ironly by an annual budget appropriation of approximately
respect of that matter, like the member for Morialta. This$7 million per annum. What are the current outstanding
money goes straight into the Hospitals Fund. Distribution teclaims liability figures for section 2, and will the Treasurer
government includes: gambling tax, income tax equivalentsadvise whether the government intends to commence a
the distribution of the post-tax surplus, and of courseprocess of fully funding these liabilities over a period of
unclaimed prizes. In addition, approximately $34.9 milliontime?
for the goods and services tax has been paid to the Australian TheHon. K.O. FOLEY: Regarding the fully funded
Tax Office since that time. Revenue from the GST is grantegomponent of the honourable member’s question, my advice
to the state government in accordance with the Agreement d no. | will take the first part of her question on notice and
Principles for the Reform of Commonwealth-State Relationsprovide a considered response.
which was endorsed at a special premiers conference in Mr O’BRIEN: How has the Treasurer and the Depart-
Canberra on 13 November 1998. ment of Treasury and Finance been involved in the public

I should point out that the performance of the Lotteriegliability debate?

Commission in recent years has been outstanding. That is not TheHon. K.O. FOLEY: This has been a very difficult

to say that it is without serious threat. It operates in a vergyime for me as Treasurer, getting my head around public
competitive industry for the leisure dollar for the type of liability insurance. Itis pleasing to note that, when I am in the
product that it markets. All of us from time to time have beenchamber debating this matter, the opposition spokesman
concerned about what impact the lotteries may suffer fronknows as much or as little as | do on this matter. As | have
online gambling and other threats in the marketplace, but aaid before, one of the more interesting moments in the house
credit to June and her staff and the board and managementwés when the member for Davenport and | were debating the
the Lotteries Commission for maintaining an extremely goodirst reform. It was an interesting process, but | am learning.
business in difficult times with good revenue flow for our  The Hon. I.F. Evans interjecting:

Hospitals Fund. TheHon. K.O. FOLEY: Well, it is. We were asking and

Mr KOUTSANTONIS: What does the commissioner do answering each other’s questions without having as much
about keeping large winnings private? | had a constituent whonderstanding as perhaps one would prefer to have on this
won a considerable amount of money on Lotto and wasnatter, but it is a complex area of law, and | am sure the
hounded by the press about how much the win was, wheri@rmer attorney-general advises the member for Davenport
they lived and how they were going to spend it. How do youwvell as my legal advisers advise me. | am sure that the
ensure someone’s privacy? member for Davenport understands it as well as | do. As |

MsROACHE: We respect every prize winner’s privacy. have said a number of times, the treasurers of the nation were
We always prefer to handle any media release on that. Thegiven the responsibility of guiding this reform, because there
has been only one instance that | can recall where a larggas a view that attorneys-general were not able to advance
prize winner a few years ago telephoned$ueday Mail and  this reform as quickly as we needed to.
was then hounded by the press. We control that. We have a Mr Goldsworthy interjecting:
very professional public relations area within the lotteries TheHon. K.O. FOLEY: Yes, that's true. The approach
who are expert in handling the media—as expert as organisaas been very good. Senator Helen Coonan, the Minister for
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Revenue and Assistant Treasurer, has been outstanding in tyeperhaps offering rewards to catch people who are clearly
way that she has conducted the meetings in a collegiategliberately lighting costly fires, especially in the metropoli-
bipartisan way, because this matter is really beyond politicdan area?

Members interjecting: TheHon. K.O. FOLEY: | will ask Brian Daniels to

TheHon. K.O. FOLEY: No, she is a good minister; she answer that. Brian is the head of SACORP and an experi-
is a senator, not a member. | read in the paper that she wasced insurance person. He is far better qualified than I.
looking for a lower house seat—someone mentioned Mr DANIELS: Itis not an issue about which SACORP
Bronwyn’s seat. We have made a number of reforms. Wéas had any discussions with the Insurance Council. As far
have legislation before the house, and | cannot comment cas the major arson attacks that affect the government are
that. In August this year the ministers will be meeting againconcerned, that is an issue that is looked after, administered
this time in Adelaide, to discuss further matters related tand funded by the education department, which has responsi-
public liability, in particular, matters of professional indemni- bility for looking after the first $1 million of each of its fires.
ty and how we would move that forward. The insurancelt does quite a lot of risk management work within the agency
companies are showing some real signs of putting mort address these issues.
product into the market, although the member for Kavel's The CHAIRMAN: | am aware of the work of Crime
constituency in the Hills has had enough problems with ponystoppers, and it is probably an extension of that sort of work,
clubs. We are seeing some changes, but | think that thieut it amazes me that these fires are constantly being lit. |
insurance industry can do still more. My experience tells mehink there was one in the Treasurer’s area the other night,
that the more you give the insurance industry the more ithere people did enormous damage to yachts. It happens all
wants. | had an interesting discussion with its senior peopléhe time, and it is as if the community had come to accept it
just a few weeks ago, where they started to offer some viewas a part of everyday living. | do not know whether you can
about some of the reforms we were proposing as being ndielp pursue that issue, but | think it is worth looking at
quite what they were looking for. Unless you give themoffering significant rewards in the interests of private owners
110 per cent of what they want— as well as the private sector.

An honourable member interjecting: MrsHALL: | refer to the actuarial assessments of

TheHon. K.O. FOLEY: You never satisfy them but, government super funds. When is the next actuarial assess-
notwithstanding that, we have to move forward. | will be ment due to be undertaken on the superannuation funds? We
making the point at our meeting in August that we still needraise this because a recent actuarial assessment of the
to put pressure on the insurance industry to deliver. Thegommonwealth super schemes resulted in a $4.6 billion
have put the Community Care Underwriting Agency intoincrease in the commonwealth unfunded superannuation
South Australia; that is a joint venture of QBE, NRMA and liabilities due to increased life expectancy of retired mem-
Allianz which is giving good product for not for profit bers; the greater tendency of members to retire early, which
organisations, and that is a good initiative. We just have tohen leads to their accessing more generous benefits; and
keep doing more. retrenchment exits, which have been taken into account in the

Mr O'BRIEN: How has SACORP assisted or beenrevaluation for the first time. Is the Treasurer concerned that
involved in the improvement of risk management standardsimilar factors could lead to a further significant increase in
and practices in government agencies during the year? superannuation liabilities here in South Australia?

TheHon. K.O. FOLEY: SACORP’s risk management  TheHon. K.O. FOLEY: | think that from the outset we
coordinator has continued to: coordinate a network of officersieed to be very careful with our language. | know the former
associated with risk management activities in governmenteasurer—quite rightly; that is the role of a shadow treasur-
agencies; arrange government risk management foruer—has highlighted the fact that there has been an increase
meetings; discuss current risk management topics in generial the unfunded liability component. We have been up front
and, in particular, initiatives untaken by agencies; publish thabout that. To a large part—not entirely, because there are
SACORP newsletter; promote to agencies the benefit of theome other factors—that is the result of sharp downturns in
Australian risk management association (ARIMA) and act asvorld and domestic equity markets. As it relates to the review
a member of the state executive of ARIMA; conveneof actuarial assessments for Super SA, | am advised that the
meetings involving the Office for Volunteers, the Office of last one occurred on 30 June 2001, and the next scheduled
Recreation and Sport and the SA Tourism Commissionpne is 30 June 2004. | am advised that many reviews are
ensure that risk management initiatives being undertaken famdertaken as part of the budget process to refresh some of
volunteer organisations, community groups, sporting bodiethese numbers, but the next wholesale review of actuarial
and tourism operators are coordinated in order to enhance thssessment will be done by 30 June 2004. | am not able to
overall benefits to the community; and, importantly; providecomment on whether or not those factors you have mentioned
risk management advice and assistance to governmewill impact, but they would be picked up during the appropri-
agencies across a diverse range of risks associated with thaste reviews.
agencies. Mr GOLDSWORTHY: My question relates to SAFA in

The CHAIRMAN: We seem to have a lot of arson attacksBudget Paper 4, Volume 1, page 3.5, headed ‘Department of
in Adelaide; it seems to happen almost every night, and it igreasury and Finance 2003-04 targets/2002-03 highlights’.
affecting both private and public infrastructure. | have spoketunder ‘Targets 2003-04’ it states that the South Australian
with Chris Newland from the Insurance Council. | am curiousState Government Financing Authority is to continue to
to know why collectively those involved in insurance havedevelop its broader role as a corporate treasury for the state.
not been out there offering rewards, because the costs to thidis extends to providing risk management advice, financial
community for public and private damage must be enormouservices and debt management. What exactly is intended by
including the recent fire at the historic railway stationa broader role as a corporate treasury, and why is SAFA
building at Belair. Is there any chance that the public sectoproviding risk management advice when that is the role of
could work with the private sector to try to tackle this issueSACORP?
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TheHon. K.O. FOLEY: | will have the General Manag- parents who want to help in the development of their own
er, Kevin Cantley, make a few comments, but from the outsedtate to put money into projects such as schools, hospitals and
| would say that | have asked SAFA to undertake a numbeso on? | guess the related thing is for the Treasurer to take it
of pieces of work for me since coming to office. The reviewup federally at a ministerial council to see if those particular
of the Basketball Association may have started under thprojects can get special tax consideration for the interest
former government, but | certainly had an increased body gbayment. | believe a lot of people would put money into those
work done by SAFA into the issues of the management ofhings, because currently the banks—and to a lesser extent the
that liability to the state. | have had SAFA undertake acredit unions—are not really interested in the small person
detailed review of WorkCover (which has been the subjectvanting to save and invest in that way.
of debate in the lower house) because they are the right body TheHon. K.O. FOLEY: | will let Kevin answer that
to do that. We have had SAFA do some work in reviewingbriefly. It does have this normal retail bond issue that it
HomeStart, because | think the unique body of skills we havelaces in the market, whereas the commonwealth has not
within SAFA is one that we should be using more widely indone that. It has toyed with this idea of further tax breaks for
government. infrastructure bonds but it has certainly not been forthcoming

| put on public record the role that Kevin Cantley and theat commonwealth level.
team at SAFA have played in what has been an extremely Mr CANTLEY: We do actually have a retail bond
difficult, stressful and, using the word ‘dangerous’ isprogram which enables the mums and dads to invest in
probably a little emotive, but in negotiating the NRG crisis—SAFA, and we refer to it as SAFA bonds. Those borrowings
the $140 million liability—the work of Kevin Cantley and his that we undertake or the investments of the mums and dads
team in providing sound advice to government as to how ware guaranteed by the government of South Australia. Those
should manage that liability has been outstanding. Those at®rrowings by SAFA are then used in managing the govern-
skills that | think we should use within government and | amment’s overall stock of debt and so they are not specifically
quite keen to see SAFA further develop a broader role imelated to a particular infrastructure project. They are just
those areas. Perhaps if | can ask Kevin Cantley to expandgeneral borrowings. So a facility is offered currently and, as
little further on that. you have mentioned, there are no tax breaks or incentives in

Mr CANTLEY: Thank you Treasurer. | think that is a terms of offering infrastructure bonds. At the moment it is
very good introduction. SAFA's role in the past has beermore effective to borrow at the government costed funds and
solely concentrated on raising funds for the state andome project costed funds, so we would not be borrowing and
managing the state’s liquidity position and the day-to-daypaying anything more that we would normally raise to fund
cash requirements of government. With the significant particular project, if that was the basis of the question.
reduction in the state’s debt level, we did an internal review The CHAIRMAN: Next time he meets with the federal
of SAFA in 2000, under the former government, and lookedlreasurer, perhaps the Treasurer could pursue this matter
at some of the opportunities to go forward to build on thebecause | think there is a special case. It is always difficult
skills base within SAFA. We have tried to model ourselvesin a state like South Australia to retain investment funds,
on the traditional corporate treasury: if you take BHP Billiton particularly given that many of our schools need additional
or major corporations, what are the type of services that arfacilities. | am sure that it is not simply about emotion, but |
provided in the central treasury type organisation and whahink people would put money in. It does need a bit of
are some of the opportunities for SAFA to add value toencouragement from the federal government for those
managing the state’s finances? specific type projects. | would ask that the treasurer consider

The focus has not only been on just supporting the semthat the next time he sits around the big table in Canberra.
government authorities, as stated in our governing legislation, TheHon. K.O. FOLEY: | will do that.
but also to try to add value to broader government depart- TheHon. |.F. EVANS: | have raised this matter with the
ments. Part of that development has been looking at whole dfreasurer by way of letter and legislation. The super schemes
government risk measures, whole of government interest rateasically give access to a payout when someone turns 55. |
risks, credit risks, and foreign exchange risk. We offer éhad a constituent who applied to receive their super when
foreign exchange hedging service to various governmerthey were 55 years and 6 months and they were denied the
departments and advise them on ways to hedge their exppayments or interest earned between 55 and 55 years and 6
sure. We have also developed an advisory capability wherenonths because the payment is made from the date of
by, as the Treasurer has said, we have undertaken a numtzgplication and not from when they turn 55. | assume that
of assignments using the expertise we have within thgour actuarial advice is done on the basis of people taking
organisation to report back on any issues associated with rigkeir super at 55 and, if it is done that way, why cannot
in the organisations. That is a different type of risk to whatpeople who apply when they are older than 55 actually be
SACORRP is doing. SACORP’s is risk of physical assetspaid the back-dated earnings?
while ours is more risk associated with financial assets and TheHon. K.O. FOLEY: The act prescribes that and, as
liabilities. So that is where we have been taking the organisarou know, your amendment, which we support, will change
tion over the last few years, and we are looking to continu¢hat.
to pursue that strategic theme over the next few years. TheHon. | .F. EVANS: Put the act aside for one minute.

TheHon. |.F. EVANS: Can we have Super SA back? Is your actuarial advice based on everyone taking their super

The CHAIRMAN: Can | just ask a question of SAFA? payout at 557
The Treasurer would know that for a long time | have been TheHon. K.O. FOLEY: | will let John answer that.
interested in what | call infrastructure bonds to encourage Mr O'FLAHERTY: When an actuarial review is done,
mums and dads to put money into schools and hospitals et@, number of different assumptions are factored in, and
and | have tried to get the federal treasurer to give them mcluded is a certain percentage who might take their benefit
special tax break to encourage that. Is there any way SAFAt 55, while some might take it at 56, etc. So in a large
can provide a facility for the mums and dads and grandscheme such as ours an average of a number of different
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assumptions make up the actuarial review. So, at any onéhe Queensland government) have been very wrong and it is clearly
point in time you cannot trace it back to the individual @ major risk.

member to say that that member will get their benefit or take Access Economics’ Alan Tregilgas also branded any reliance on

! : PP : areturn of 7.5 per cent as unreasonable and ‘very hard to justify’. ‘It
that benefit at that particular point in time. Itis very much 8will have to be a very large grain of salt if they are going to assume

broad, general assessment according to some general factgrs per cent in the budget, Mr Tregilgas said.
such as wage increases, the percentage of the number of ‘The budget s looking at the coming year and most people would
people who retire early, and also the percentage of those whonsider the forecast unreasonable.
stay late. It is only ever a broad assumption that is made ANZ chief economist Saul Eslake also believes returns of 7.5 per
about the number of people retiring at a particular age. ~ ¢entare too high.

TheHon. K.O. FOLEY: | think it is a very good point. In light of the above, why does the Treasurer believe that an
I think you are right. | have said to the member privately thatearnings rate of 7.5 per cent per annum is achievable for the
the situation happened with my father with the aged pensiorfinal quarter of 2002-03; and why does the Treasurer believe
Dad, when he turned 65, did not go and apply for about fouthat an earnings rate of 7.5 per cent per annum is achievable
or five weeks, assuming that you would go and apply and yotor 2003-04 as well? Does the Treasurer agree with the
would get it from age 65. Well you do not. You get it from comments from the senior economist from Standard and
the moment you apply, and | think the commonwealth wouldPoor’s in respect of the use of an economic assumption of
do well to consider this as an issue. Of course that would cogt.5 per cent long-term average return on its superannuation
the commonwealth and it would not want to do that, wouldinvestments?

it? TheHon. K.O. FOLEY: Can | say from the outset that
The CHAIRMAN: In terms of topping up super, the comparison with Queensland is not a relevant or appropri-
particularly for women who may have come into the paidate one, except to say that itis a government superannuation
work force late, what is possible under salary sacrifice? Somind. My advice is that our fund has outperformed the
people in the Public Service can do it: can all people do it, ilQueensland fund for a start. That is the advice | have been
they wish to top up in their latter working years, so that theygiven—and it may or may not be correct but that is the advice
can get a better super? which Mr Harper has provided. | am not doubting Mr Harper,
Mr O'FLAHERTY: Yes. Increasingly there are arange but let us say that is correct and we are a better fund.
of different mechanisms that are available for people to topHowever, the substantial difference and why the comparison
up their super, and salary sacrifice is now pretty wide-spreai@ not relevant is that | am advised that the way in which the
across government. | think the last group to get it were th&®ueensland government accounts for its super is in the
teachers who can now salary sacrifice. Certainly all thgyeneral government sector. Therefore, when there is a loss,
general public sector can and there are different ways af impacts on the deficit. Whereas the way in which we
doing it, depending on what scheme you may be in, as yowsiccount for our unfunded super is, if it grows through
primary scheme. You can also make contributions post-taunderperformance, it is the nominal interest charge which is
into some of the schemes as well as additional contributiongccounted for in government.
so a range of different arrangements have been put in place The Hon. I.F. Evansinterjecting:

now to enable people to catch up to get an adequate retire- TheHon. K.O. FOLEY: Let us wait and see. | mean,

ment income. everything is based on assumptions: it is very difficult for

governments to predict the market. We have attempted to
estimate what we think is an appropriate outcome. We have
not attempted to be bullish in our assessment. | refer to

. .4, which states:

The CHAIRMAN: According to the schedule we have page 5 ch states _ _
Funds SA The long-term assumption used by the government in respect of

The Ho.n |.F. EVANS: In Budget Paper 3, page 5.4, the earnings on superannuation funds is 7.5 per annum.
30 June 2003 earnings rate projections for Funds SA of ham advised that the previous government set the figure of
negative 3.7 per cent is based on actual earnings rate to tifed after the last actuarial assessment. It continues:
end of March 2003 and assumes that earnings for the Given the state of financial markets the government concedes that
remaining three months of the year will be an annual rate othe earnings rate over the last three months of this financial year is
7.5 per cent. In addition, on page 5.4 of Budget Paper dJikely to be lower than a rate equal to 7.5 per cent per annum.

. . owever the alternative would be for the government to attempt to
footnote (b) advises that the budget estimates for unfund recast market performance over the last three months of the

super liability assumes a rate equal to the long-run earningmancial year. The judgment has been made that it is better to set out
rate assumption of 7.5 per cent in later years. Even with thithe assumptions clearly and let readers make their own judgment.

assumption, the estimate for unfunded super liabilities as at The government has increased scheduled cash payments for

i illi illion in future years to ensure that all superannuation liabilities are fully
Eggﬁjgiyzgggés now at $4.9 billion, up from $3.03 billion in funded by 2003-04. The estimate of liability payments over the

. forward estimates are shown in Table 5.5 of the budget paper.
When the Queensland budget was released in June 2002

senior economists and international rating agencies wen@e are not hiding anything. We are not underfunding it. All
reported in theustralian of 3 June as casting doubt on the | @M prepared to say at this stage is that before we make the
Queensland government's economic assumptions of a 7.5 pgfedictions that you made, let us wait and see how the
cent long-term average return on its superannuation invesperformance at 30 June stands, because the advice provided
ments, which are fully funded. The same assumptions wer€day is that performance is better than expected.
used in the South Australian budget. The article states: TheHon. |.F. EVANS: The Treasurer did not address the
Quote from Standard and Poor’s director of public finance ratinggueStlon about vyhethgr he bel!eves an eamings rate of 7.5 per
‘Any surplus is only as reliable as Mr Mackenroth’s predicted 7.5 pelC€Nt per annum is achievable in 2003-04. Does the Treasurer
cent return and | think that is optimistic’. ‘The last three years theybelieve it is achievable?

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



17 June 2003 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE B 25

TheHon. K.O. FOLEY: As Mr Harper quite rightly this: the figures are very good. We are seeing a turnaround
points out, we do not invest to get a certain rate of returrat this point. We have with us what are called soft figures,
every year, otherwise you would be chopping and changinghich are very accurate, but we prefer to rely on the hard
your spread and asset allocation every year. We invest for thggures. They will be coming in. We will get them on 30 June,
medium to long term, which was the approach taken by thand they will be made available. There are 10 more trading
previous government. How could we do anything other thamays.
forecast a plus 7.5 per cent for 2003-04, because all of your The Hon. |.F. EVANS: If they are the soft, accurate
actuarial assumptions and pay back over 40 years is based figures, why can we not have them on that basis?
plus 7.5 per cent? When one does not achieve plus 7.5 per TheHon. K.O. FOLEY: All | can say is that they are
cent, one has to put more cash in to make up the differenceerforming better than we expected.

That is what we have done for the last two budgets and what The Hon. |.F. EVANS: You have the figures in front of
we will have to do for every future budget to make up foryou, and we cannot have them.

those shortfalls. We would hope that for the next financial TheHon. K.O. FOLEY: Thatis right. The performance
years there is a rebound in equity markets in particular andf Funds SA's balanced funds has remained in the 1st or 2nd
that 7.5 per centis achieved. If it is not, we will have to makequartiles of industry surveys over one, three, five and seven
up the nominal interest difference. year periods ending March 2003. You can have the figures

Again Mr Rick Harper makes the point that, of course, inin another 10 days, and they will be the published figures on
some years, the overall performance has exceeded 7.5 ghose performances. All | am saying is that they are improv-
cent. In a couple of bull years in the lead-up to the downturring, which is a very good sign. They fit quite neatly with our
the previous government was receiving in excess of 20 pexxpectations at this stage; that would be a fair assessment.
cent. It is an average. It is not a 7.5 per cent one yeafhe balanced fund, which contains 70 per cent growth assets,
performance: itis the average over the medium to long ternshares and property, is the most readily comparable to
One would measure the performance of 2003-04 over aimdustry surveys which cover funds with similar objectives
eight to 10-year period, and the expectation of the previouand asset allocations.
government, (which | still support) was that 7.5 would bethe A survey conducted by investment adviser InTech
average. This is an important point. It is deja vu in that IResearch Pty Ltd covers 17 major super funds, accounting for
remember asking the same question and hearing the sar$§@0.7 billion of assets. The median return from the survey,
answer that | am about to give. together with Funds SA's balanced return, is Funds SA's one

The way in which the funds are managed is that within ayear performance minus 8.3. The InTech median is mi-
given period annual returns may be volatile and indeedhus 9.8. Over three years Funds SAs performance is
negative returns may be experienced in two years out of theinus 0.4, and InTech’s median is minus 1.4. Over five
eight. That is the risk profile that Funds SA adopts. We havgears, Funds SA's performance is plus 4.4, and InTech’s
had a couple of negative years and let us hope that they aperformance is plus 3.9. Over the seven years, Funds SA's
the last over an eight-year period. We do not know that, buperformance is 7.7 and InTech’s performance is 7.6. So you
| have to say—and | will put it on the public record—that are seeing our out performing that model. The one year
Rick Harper, his team and the board have managed Funds Si§yures are one year and not financial year figures. They are
exceptionally well during an extremely difficult period. | all to 31 March for the one year figure.
have looked at the benchmarks of other private and public As | said, in terms of the performance, when | say they fit
sector funds as part of my budget presentation and theeatly, there has been an improvement which we think is a
performance of Funds SA has been outstanding in what hagod improvement. Just how thatimpacts on the final result,
been an extremely volatile period. We all have governmentve will see over the next 10 trading days, and then we will
super of one form or another, but the performance of sommake an assessment of whether we have fallen short on what
private sector funds—and | have a couple—was lousy irour expectations were, whether we matched or exceeded
comparison to what Funds SA has delivered. In fact, | anthem. That is the only way we can approach this matter. It is
looking at rolling mine into the government scheme if | can.an estimate. We are confident at this point that we are

Mr Koutsantonis interjecting: tracking very well in comparison to our budget. However, last

TheHon. K.O. FOLEY: This is the retail employees night the Dow shot up a couple of hundred points. Let us
sector fund. What did it get during the boom years, 3.5? hope it does that for the next five or 10 days.

Mr KOUTSANTONIS: Something around that; theyare ~ MrsHALL: | seek information from the Treasurer
consistent. regarding the fund asset allocations of the Funds SA invest-

TheHon. |.F. EVANS: Does the Treasurer accept that, ment products. Given the current difficult investment climate
if his assumptions are wrong and the market experts are righshich is well acknowledged, how do the asset allocations for
there will be a further blowout in the state’s unfundedthe defined benefit and growth schemes compare with the

superannuation liabilities? comparable government super funds interstate, and has there
TheHon. K.O. FOLEY: That is hypothetical, provoca- been any changes in the asset allocation since March 20027
tive and problematic, and only time will tell. TheHon. K.O. FOLEY: There have been no changes—

TheHon. |.F. EVANS: What is the latest estimate of the and Rick Harper will correct me if | am wrong—between the
year to date earnings performance of Funds SA, and hogrowth and defensive allocations. There has been some fine
does it compare with other comparable funds as measured kyning within those respective areas, and there has been the
any other comparable fund management index? change of a few fund managers. However, the split between

TheHon. K.O. FOLEY: | cannot give you a 30 June growth and defensive allocations has remained roughly as it
result, because | want to keep that until 30 June. We are nbias been, barring some fine tuning. This is an issue that the
there yet. | have figures with me. We obviously do not havechair of Funds SA has raised with me on a couple of occa-
the 30 June figures. It is not appropriate to release thestons—about whether or not one should alter asset allocation
figures yet. Let us have a look at them a bit closer. | will sayin such a volatile situation, because the temptation is, as you
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see negative returns, to try to chase better returns. By doirtgest performing asset sector. | think they have returned
that, you upset what has been a considered medium to longeomething like 12.5 per cent—which is good. That was the
term strategy. main finetuning adjustment made and that was across all the
We have an outstanding chair of Funds SA in Helerdifferent products.
Nugent, who has wide experience of equity and financial |n terms of manager changes, we have made a number of
markets. We also have a very good board. The advice to mghanges over the past 12 months. If members wish to get an
was that, notwithstanding pressures and considerations, V[@date on our manager make_up' they are as printed in the
should hold our nerve. We should hold for the long term, andast annual report with a few changes. We have terminated
that is a decision of the board's that | have supported. Agnandates with Schroeders Investment Management in
Rick Harper the General Manager has indicated to me, at thismerging markets and EFA small caps. The reason is that we
point at least the decision to hold our nerve and to stick With']ad concerns over the way in which that business was
asset allocations and approaches is starting to return diviravelling and, more importantly, we thought better options
dends to us in terms of a rebound. were available, both in emerging markets and EFA small
If there is to be an assessment of how we allocate ousaps. Similarly, we terminated a mandate with Rothschild
assets, that should be done in better times not in bad timegystralia in listed property trusts. The reason we did that is
and be done for reasons strategic and not for reasons of pamjgcause we thought our existing other two managers present-
or nervousness about the returns. | am a bit surprised thay better options, so we switched the money to them.

many members of superannuation funds may not have Thg gensitive one, which the Treasurer mentioned, was the
received negative returns. People who have been in funds fQt,mination of Perpetual Investments, which managed around
only five to 10 years would not have seen negative returngsso million in Australian equities, both in broad markets and
| do not think there has been a large call to Super SA abouf, sma| cap band notes. The reason that was so sensitive is
the returns—although some people would have grumbledyeca,se we needed to transition those assets to another
and that is understandable. There is a greater level Qhanager. In small cap stocks, itis quite a difficult thing to do
understanding, awareness and maturity in people receiving,metimes because of the relative liquidity of the stocks; we
superannuation and an ynderstandmg that governments hay&nied to keep that under wraps so we did not get people
to hold the line, be.con3|stent, do not panic, and do not Choﬁying to anticipate the trades that were being made in the
and change, That is a good strategy. , market by our replacement manager. We have added a
MrsHALL: By way of supplementary question, the \,mper of managers. In order to replace Perpetual, we
Treasurer mentioned in the early part of his response t_he feVsallocated money to Perennial Value Management, which
changes that had already been made. Can he provide apy, yajue manager in Australian broad market equities.

additional information on that? Just following up on that last
point the Treasurer made about those members of the superWe allocated a small cap component from Perpetual to

: : ...~ .'specialist small cap managers, S.G. Hiscock and Jenkins
funds getting a negative return for probably the first time in nvestment Management. As a result of the termination of

Lg\?enroet Ckeri]\(ljg\(lj r::c())v%/ Slgﬂjger:t?? SiLrjir:sn;r?Jnr:wbeéf) c’lfepg“?erggir;%chroeders in emerging markets, we appointed a US-based
4 peop P 'ompany, Grantham Mayo Van Otterloo (GMO as itis more

concern. When they make contact with the funds, are theg en known) as a specialist manager in emerging markets
taken through what has happened, and is some time invest d we appointed Boston based Fidelity, one of the largest

i ?
to allay their fears and cor.1cerns. . money managers in the world, to look after EFA small caps.
TheHon. K.O. FOLEY: In a moment | will ask John Another minor change is that we made one further investment
O’Flaherty, who is in charge of Super SA, which is the body 9

: . 210 a different manager in Australian Private Equity Key
that has the face to face contact with members, to Cont”bm}’artners, which is a Sydney based private equity manager.

On the earlier point about the changes, | will ask Rick Harper, | - )
Chief Executive Officer of Funds SA, to make some com-_ M O'FLAHERTY: The honourable member raised an
ue about the number of people who have expressed

ments because we have made some changes in fund manay> ;
ers. One, in particular, was market sensitive and had to JeP"cermn about the negative returns. A small number of people

dealt with extremely confidentially at the time for obvious Nave made comment to us—which is surprising. Over the past
reasons, but | will let Rick expand on that. couple of years, the Super SA board _has gone out in all its
Mr HARPER: | think there were two parts to the first cOmmunications, even before negative retumns, trying to
part of your question. To what extent have the strategic ass§fMmPen down expectations of the big returns, which the
allocations changed? As the Treasurer has already said, wilieasurer mentioned, of 20 per cent, in order to fry to get
the five products that we offer—the defined benefit product€Veryone thinking in terms of much lower returns. We think
the growth product, the balanced product and the conserviat has had some success. Also, we have had various focus
tive product with the cash option, as well—there have beefroups of members and we have asked the question, *Are you
no changes made in the strategic asset allocations in the sgfffgncemed?” Most members have said that they are in it for
between growth assets, such as equities and property, aHig long haul, SO one year's return is not of parncular concern
defensive assets, such as bonds and cash. However, witfifh them. We will continue to do that. Until we know the
the defensive asset sector marginal changes have been magicome for this year, it will affect our communications going
We have given a greater weighting to inflation linked OUt to members in a couple of months.
securities, recognising that the long-run experience is that the MrsHALL: Thank you for that response. | think the
greatest enemy of any investor is unexpected inflation. Ipewsletter and material that you send out is very impressive.
erodes the value of one’s invested funds quite dramaticalli/am surprised that you say so few people bothered to contact
at times. We have given a slightly greater weighting withinyou, because there was some concern out there.
our defensive asset sectors to inflation linked securities over TheHon. K.O. FOLEY: | was quick to praise Funds SA,
the past year. That has been very well rewarded. Incidentalljaut the work that John and the Super SA people do is
over the last year, inflation linked securities have been theutstanding. They are the ones who have to manage the
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interface. | think for a government business that is a hugéhere is a benefit to be gained through having some of your
multi-billion dollar business, it is run exceptionally well.  exposure unhedged, because you get additional diversifica-
MrsHALL: My next question is in relation to the fund tion benefits from having exposure to a range of currencies
asset allocation of Funds SA investment products. If thend, over time—and | stress over time—that can be beneficial
international equities allocation is higher in Funds SA tharto a fund, although in short periods of time that can inject
other funds, why? Has any thought been given to adjustingome volatility in the outcomes that you achieve.
the weightings or rebalancing range bands, given the current So, effectively, one-third of our international equities
difficult investment climate? exposure is hedged, again reflecting the fact that we have a
TheHon. K.O. FOLEY: Could | say from the outset that slightly higher allocation to international equities. Typically,
the reason this government has stuck to the international assetur average fund in the Australian marketplace, in the
allocation is because the former government was comfortablsommercial marketplace, would have a lower exposure to
with that. | think that was the right decision. As Rick Harperinternational equities, but nearly all that exposure would be
has pointed out, there are a couple of primary reasons. | knounhedged. Within the last 18 months we have adjusted our
the member for Morialta has a good appreciation of thishedging ratio to reduce peer risk to other funds, stemming
When investing in international opportunities, the spread cafrom currency risk.
be over 7 200 stocks, whereas the Australian spread is over Mr GOLDSWORTHY: There was a second part to the
300 domestic stocks. Because Funds SA is a hon-tax payirguestion. Has any analysis been undertaken on the effects of
entity, there is no bias or incentive to take advantage ofthe hedging of the international portfolio?
imputation opportunities for domestic stocks. Therefore, there Mr HARPER: There has been a lot of analysis, but you
is a heavy weighting in international stocks—and it hascould go to anyone in the world and ask for their best
performed exceptionally well. Unfortunately, the pastthinking on currency and you would get a number of different
18 months have seen a dive in international equities. It wagnswers. It is a very difficult issue. We believe that we are
at that point where, if we chose not to hold our nerve, wearound the right mark but we cannot say categorically that we
could have jumped into domestic equities and stemmed sonage in a better position than other people, although we
of the potential losses—maybe; maybe not—but we have toertainly do not believe that we are in a worse position.
be ready for the upswing. | think that is sound. While we Mr GOLDSWORTHY: Given the current volatile state
have a greater international exposure, the exposure is nof the property market, does the investment strategy for
significantly greater: it is just bias towards internationalFunds SA include proposals for direct property investments?
without being overly so. TheHon. K.O. FOLEY: | am not quite sure | agree with
Earlier | was reluctant to release some of the performancthe assessment that the property market is volatile. The
figures, and | did that based on my concern to be very carefydroperty market has, in fact, provided some good buffer
about what we put into the market place. | have consultedgainst volatility in the equity market. | think it would be fair
with both the Under Treasurer (who is a board member ofo say that the property market in some sectors may be
Funds SA) and the CEO of Funds SA. They both think it isreaching a point of concern, but | do not think you could
okay so, if | get into trouble, the three of us are in strife. Indescribe the property market as volatile. Whether or not it
fact, as at 13 June the fund is tracking much better than whastecomes volatile is a fairer question, | think.
we have forecast in the budget. The words ‘much better’ MrsHall interjecting:
might be a little on the high side, but itis certainly better. The TheHon. K.O. FOLEY: Where is the volatility in
growth fund at present is minus 1.3 per cent. property at present? | am not saying it will not come but, as
The balanced fund is positive 2.5 per cent; the conservawe speak—
tive fund is plus 7.71 per cent; cash is 4.87 per cent, and we Mr Goldsworthy interjecting:
are talking there about the accumulation funds, in essence, for TheHon. K.O. FOLEY: Yes, in residential, and
the Triple S funds. The important one from the budget pointommercial has had some weaker and some stronger points,
of view, with the large unfunded component, is the definedut the property market has been robust. | accept the point—
benefit scheme, which is tracking better than forecast in théthat is the point of the member for Morialta—that there are
budget at plus 0.77 per cent. So, at present the returns areaneas of concern. Clearly, there are areas of concern: | agree
excess of what we have anticipated in the budget, but we dwith that; but to date the property returns for the fund have
have 10 trading days to go and, famous last words, we couldeen very good. But again, the same principle applies as
find that the 200-point rise in the Dow yesterday representapplies for equity. The budget is predicated on a downturn in
a 200-point dive for the next three days, day on day. Wh@roperty, so we acknowledge that there is a downturn
knows? | urge any readers of thignsard or mediawho are  coming. We cannot quite pick when, and the sharpness of it
reporting it to be prudent in the use of those figures: they arwill depend upon whether or not interest rate movements
not the 30 June figures and are extremely volatile. sustain the residential market or we see a general deflation in
Mr GOLDSWORTHY: How much is the Funds SA the bubble, or we reach a point in a year or two when we have
international portfolio hedged and has any analysis beea more substantial collapse. But they are all for the future.
undertaken on the effects of hedging of the international At present, the returns have been solid. But we do not
portfolio? If so, what were the results? invest in direct property; that is the advice | am given. As the
Mr HARPER: Effectively, we have two components to former government did, and as has been maintained under
our international equities exposures. If we take the definethis government, Funds SA has an appropriate allocation in
benefit fund, for instance, one-third of our exposure tdoth listed and unlisted property trusts.
international equities in that fund is currency hedged, two- Mr HARPER: Our approach to property has not changed
thirds is not. There is no exact answer as to what a fundgery much over recent years. Property we regard as a very
hedging ratio should be. There is even no really accepted wayowerful diversifier, in its own right, away from equities.
of addressing the problem. Some funds say that the startirgroperty in Australia in particular has been in a 20-year bull
point should be that you are fully hedged. We believe thamarket now and arguably has been heating up over the last
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year or two. We maintain a strict rebalancing policy between The CHAIRMAN: My other point is whether you make
all our different asset sectors, so as property has performettivers aware that they run the risk of being billed for
better we have actually been pulling money out of propertynappropriate driving behaviour which causes bodily injury.
to maintain our asset allocation and divert that money backsuspect there are a lot of people who do not realise that they
into things like equity markets, which have not been performeould be held accountable for bodily injury.
ing so well. Mr VOGT: That is an interesting question. We do get
Mr Goldsworthy interjecting: some people claiming that they do not know. There have been
TheHon. K.O. FOLEY: Yes, maintaining the asset Substantial publicity campaigns about the $300 excess. As
allocation, but at 30 June 2003 property has performed at plE0n as we have success with recoveries in those other
10.98 per cent in the growth. | will give you all the figures. €xamples which | gave where the amount is larger, we seek
Australian equities was plus 1.71 per cent; international® Publicise that so that the public are aware of it. Primarily,
equities, minus 10.22 per cent; property, plus 10.98 per cen{/€ are encouraging people not to do those things because it
fixed interest Australian, 11.03 per cent; international fixeccreates a lot of injury and suffering for the public and
interest, 14.62 per cent; inflation-linked, 14.85 per cent; anéinancial stress for the fund, and ultimately for themselves.
cash, 4.87 per cent. So, pretty strong results in some of those The CHAIRMAN: Road safety primarily comes under
areas. But the honourable member’s point is correct, and | a#i€ Minister for Transport, but you obviously have a direct
not Suggesting for one moment that property will not bea.nd vested interest. What is the commission d0|ng to help
having some difficult times, because it will be. But at presentmprove road safety? Have you undertaken or engaged in
the volatility has not emerged, in my view. activities to help bring about a reduction in the road toll (in
Mr GOLDSWORTHY: Given the statement that the Particular, injuries), and is the commission considering
Treasurer made about the experience available within Fund&aking submissions to the review on road safety in relation
SA. can he confirm that he did not consult the Funds SA® things such as driver training and testing, making drivers
board or management when he increased the estimate @y/are of the impact of accidents on their fellow human

unfunded superannuation liabilities in the mid-year budgeP€ings and issues such as old cars and young drivers, etc.? Do
review in February 2003 and in this budget? you see yourselves playing an active role in that and, if so,

. ; hat do you actually do?
TheHon. K.O. FOLEY: My advice from both a board w . . _
member, the Under Treasurer and the chief executive officer Mr VOGT: The Motor Accident Commission has an

is that in fact we did consult in both the mid-year budgetactive role in encouraging road safety, butitis not the state’s

review and the latest budget. It would clearly be appropriatéoiissgsertﬁ’ exg; rrtﬁ“\lli\fnsg?nvﬂh?g? ut fg’s'e trgwggsa ¥f;r:;n
for us to seek their advice, and those figures are include&.‘grt SAS mg’ss media campaidns Tr?e balance goes towards
Thatis the advice | am provided with here. If the honourabl paigns. 9

member has information to other effect, will he please letm t_Pgr purt(;gtgi?q:\iiggg aatstﬁhiivvt?)ngr?éggrasir Soel:\r/]'ce’g:/)h'lzhrfgte
know? | cannot do more than ask the CEO, the board memb P ' ying g€ young peop

r . ] .
and the Under Treasurer. 0 drive home. Those who are short of cash might drive

home; this encourages them not to do so. There are a number
of other programs for which we also provide funding. We
provide some funding for people who are injured and who
need some sort of assistance through smaller groups such as
Compassionate Friends and BINSA and others.
. . . The CHAIRMAN: Have you considered doing what |
ha\;l;ehzgeiAtlrlF;'vslﬁt')\]'lééthgfv ?e?:gr?tuggirzfsggﬁztézgse V\‘;:;,:ﬁht believe the NRMA does in New South Wales? | think that it

. ¥ - rberovides, free of charge, a CD to anyone, but it is particularly
Treasurer. In terms of third party bodily injury, strictly argeted at young people, to help them with their driving
speaking, we do not have a ‘no fault’ scheme, because | thini<1<ills and making them aV\;are of the dangers, etc. Have you

the maximum that can be imposed is $300 if someone 'thought of funding something similar to that as a way of
involved in an accident to which they are deemed to hav%sing modern technology to improve driving skills?

contributed. Is there any plan to review the amount payable Mr VOGT: That is an interesting campaign. They may

where someone has caused b_od|ly injury? . have done quite well with that, but the cost is anissue for us.

TheHon. K.O. FOLEY: | will ask Mr Vogt, the Chief  \ypilst $3.6 million sounds like a large sum of money, by the
Executive Officer of the Motor Accident Commission, 10 {ime you spread it around there is not a lot to spare. The other
respond. . issue is that education for drivers is a veexed andiifficult

Mr VOGT: If you are driving normally and you are at area. Nobody quite knows yet what the correct answer is.
fault, the maximum is $300. On the other hand, if you driveThere is a lot of debate about it, and | would be interested to
with reckless indifference or do other things which aresee what the parliamentary inquiry determines. In relation to
considered to seriously jeopardise or put the Motor Accidenghat, the Motor Accident Commission would have some input
Commission at risk, the Motor Accident Commission has theyn, the Road Safety Council, which the minister has estab-

right to recover the amount of compensation which it pays tgished. We have input through that as well as through the sub-
those whom you injure. So, there is, to an extent, a capacityommittees and the various task forces.

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

to recover additional amounts. . Mr KOUTSANTONIS: Regarding the Wandering Star
~ The CHAIRMAN: Do you often seek to recover in those program that you subsidise through the PTB, have you taken
situations? into account the damage that is doing to other public transport

Mr VOGT: It is very difficult to do so, given that the providers such as the taxi industry?
burden of proof is difficult. We look closely at cases where  Mr VOGT: Our primary objective is road safety. |
we believe there is an opportunity, and from time to time weunderstand the issue that you are addressing, but our primary
have had success. interest is in road safety. From our information, most of the
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people who use this service go particularly to outer suburban TheHon. |.F. EVANS: Are you directing him to answer
areas where the cost of alternative means of travel is substatite question?

tial and often more than they would intend to spend on an The CHAIRMAN: | cannot direct.

evening. We think it is better to enable them to get home in  TheHon. K.O. FOLEY: Thank you very much for
safety than have them attempt to drive or get others wheutting your position out there for all to see after months of

might be drunk to drive. attacking me for various things; you are now on the public
Mr KOUTSANTONIS: The Wandering Star takes people record attacking this government for not increasing the
to the outer metropolitan areas, does it? premiums higher than what they are. Itis refreshing to see an

Mr VOGT: This service is operated by the PTB, but it honest opposition member prepared to put that on the record.
goes north to Gawler and south to the Noarlunga Centre.  TheHon. I.F. EVANS: As a supplementary question: on

Mr KOUTSANTONIS: Do you have any evidence to what basis did the Treasurer not accept the independent
show that people who could take alternative public transpormdvice?
such as a taxi would normally drive home instead of catching TheHon. K.O. FOLEY: The opposition is still urging
a bus? me on this matter to increase the premiums further.

Mr VOGT: The PTB runs this, so | am not an expert—  The Hon. |.F. Evans interjecting:

Mr KOUTSANTONIS: Well, you pay for it. You give TheHon. K.O. FOLEY: Exactly. Disallow it; put it out
them the $3 million. and take some action. We stand by our decision; we think it

TheHon. K.O. FOLEY: | am actually responsible as the is a fair and balanced decision in difficult times, ensuring that
minister, so if you have an issue with the government wantingve have a financial institution that has the financial strength
to ensure that young people can get home to the outd® maintain its position and not be a call on taxpayers. We

northern suburbs in an affordable method of transport anglso acknowledge that there is a limit to how far premiums
safely, you should address those concerns to me. can be increased and we have tried to get the balance right,

Mr KOUTSANTONIS: | will. but I am pleased to see that on the public record today the

TheHon. |.F. EVANS: Regarding the CTP program Opposition is urging the government to increase those
increases, on 11 May 2002 the Treasurer issued a preB&emiums higher. We now have a point of clear difference
release entitled ‘The Liberal legacy that left an insurancdetween the government and the opposition when it comes

company hanging’, which states: to third party insurance premiums. o
The Liberals drove the financial viability of the MAC into the TheHon. I.F. EVANS: Will the Treasurer indicate how

ground by refusing to lift third party vehicle premiums to levels the MAC funds management performance has performed year
recommended by an independent body. to date; how does it compare with other comparable funds as
He went on to say: measured by any other comparable fund management index;

It showed a wanton and reckless disregard for a major an@nd over the pas_t year has MAC fun(’is management perform-
government-owned company. ance exceeded its own benchmark

The independent Third Party Premiums Committee recom- TheHon. K-O. FOLEY: He got that one off quickly

- . - nough, didn't he? ‘Whoops!” he said, ‘Move on; next
mended in 2002 that third party premiums on passengeer > - h o
vehicles increase by $63. The government increased thoeueSt'On' As of 30 April 2003 the Motor Accident Commis

premiums by only $45. The 2003 independent Third Part)§lon CTP investment assets were valued at $1.25 billion,

Premiums Committee recommended that the third part ﬁg@%fﬁ;égh tﬁﬁ'%l tbr::a“?\)/lno?;r?ci%glrjl? gé&%sggﬁ 3:2?
premiums on passenger vehicles increase by $56. T P y

X : -[he following targets: Australian equities, 18 per cent;
E&\r’];%ngfn{énfﬁr:;iig ?rig;igfg% only $30. Further, lhternational equities, 12 per cent; listed property, 2.5 per

cent; direct property, 7.5 per cent; indexed bonds, 5 per cent;

We now have a potentially insolvent motor accident insurance; ; ; .
corporation because members opposite, the former cabinet, toolgé%(ed interest (a very high component), 50 per cent; and cash,

political decision to keep premiums down—and you have put atrisk® P€r cent. As at 30 April 2003, actual asset allocation for all
the future of a major government insurance corporation. You refusedsset classes was within approved ranges around these
to take the hard decisions; you did not take the hard decisions; yoiargets.
failed to do the responsible thing. The asset allocations were weighted towards the fixed
Given the discrepancy between the Treasurer’s previousterest sector to ensure the preservation of capital and the
comments on this matter and his current actions, will hematching of assets with MAC's interest rate sensitive liability
advise why he is not setting the premiums at the rate reconprofile. To provide protection against inflation, the uncertain
mended by the independent Third Party Premiums Commitiabilities beyond three years were matched with growth
tee; does he accept that his actions are driving the financiaksets, equities and property. The strategy is reviewed
viability of the MAC into the ground; and has he shown ‘aannually by external advisers—in 2003 by Ken Atchison of
wanton and reckless disregard for a major and governmengtchison Consultants—and the outcome of that review is
owned company’? currently being assessed by the Motor Accident Commission
TheHon. K.O. FOLEY: What is the opposition suggest- board.
ing; should premiums be increased even more? The member In the 10 months to 30 April 2003, actual performance
for Davenport cannot say we will spend more money and thewas 1.4 and the benchmark 1.2 positive; in the year to date,
not say where the money is coming from. It is now on the30 June 2002, actual was 1.2 and the benchmark was 2. The
public record that the Liberal Party wanted us to increase thaverage since inception on 1 July 1995, the actual perform-
premium exactly in line with what was recommended by theance is positive 8.3 against a benchmark of 7.4 so, again, it
Third Party Premiums Committee. They want higher thirdis an outstanding performance in difficult times by the board
party premiums; | am glad your position is now on the recorcand management of the Motor Accident Commission.
there for all to see. You want those increases higher. Youwill TheHon. |.F. EVANS: What is the current solvency of
have to explain that to the wider community. the MAC CTP fund?
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TheHon. K.O. FOLEY: On 31 May | am advised that critical: quite the opposite; | think it was a prudent thing to
it is about 100 per cent funded, or break even. do. An expectation may have been in the market that the
MrsHALL: My question to the Treasurer is in relation government may roll the contract over. | do not think that was
to the determinations issued by the Third Party Premiumghe view of the former treasurer; | may be misquoting him,
Committee and the setting of CTP premium rates. Sedsut | doubt that that was his view. | think he would have
tion 129 of the Motor Vehicles Act 1959 states that the Thirdcome at it from a competitive point of view, as | certainly did.
Party Premiums Committee is responsible for determining théVe had to make a decision on the merits of the final bids.
premiums to apply for the CTP insurance. Section 129 also In a fairly lengthy process | ensured that due process was
requires that the ‘minister must lay every determination andollowed to the nth degree. | asked for a number of reviews
a statement of reasons for the determination of the Thirdf the process and the conclusion so that government and
Party Premiums Committee before parliament.” Will thecabinet could be provided with as much advice as we could
Treasurer advise whether the determination of the Third Partyet on what should be the correct decision on this. The
Premiums Committee issued in 2002 and 2003 have been laiébinet was totally supportive of the recommendation of the
before the parliament and if they have not, why not? Motor Accident Commission board, which was to appoint
Mr KOUTSANTONIS: | rise on a point of order, sir. Allianz, and that meant that NRMA, now Insurance Australia
Estimates committees are about asking questions related &roup (IAG), was not successful. It was a very close bidding
the budget. That question would be perfectly legitimate in thgorocess and there was some reaction from the Finance Sector
house during question time, but not during estimates. It hagnion and some other quarters, but the government must
no relevance at all to the budget. always make the decision in the best interests of government,
The CHAIRMAN: The chair has been quite tolerant andfollowing due process and, unless there is an overwhelming
has shown a bit of latitude. | do not think the world would reason as to why one would not, one should back the
end if the question were answered; if the Treasurer does natdgment of the board. If one does not, then one has a
want to answer it— problem with the board. We do not; we think it is an out-
TheHon. K.O. FOLEY: The only problem is that | am standing board and we supported its decision.
not the right minister; the Minister for Transport is respon-  That was Allianz. That was a good decision and Geoff and
sible for tabling the Third Party Premiums Committeehis team did a very good job in getting there, but | will ask
recommendation. | assume that 2002 has been done; | m&eoff to comment in more detail as to how that transition is
be wrong and it may not have been. | assume a process going and attempt, where we can, to answer the member’s
followed. guestions.
Mrs Hall interjecting: Mr VOGT: At this stage the transition is well progressed.
TheHon. K.O. FOLEY: The honourable member states Allianz has been putting together all the stepping stones it
that traditionally it has been the Treasurer; | am not sure thateeds—it calls them ‘planks’—in order to be able to run the
is the case. Mr Vogt's advice is that that is not necessarily thbusiness successfully from 1 July. The emphasis is on
case. It may be; I do not know, but we will ensure that thabusiness as usual for the public, so anyone who is injured or
is tabled appropriately. who wants to lodge a claim or has one being processed
MrsHALL: In setting the CTP premium increases for theshould notice very little difference except that on 30 June
MAC in 2002-03, did the Treasurer issue a direction to thehey would go into Victoria Square and on 1 July they would
MAC under the Motor Accident Commission Act or under go into Pirie Street, and they would see a different sign over
the Public Corporations Act determining the premium rateshe door. Apart from that, things are progressing very
to apply? If the answer is yes, were the directions publishedatisfactorily.
by notice in theGazette within 14 days of the directions being | think the point that needs to be made is that this is the
given and tabled in both houses of parliament within sixonly CTP scheme in the world, that we are aware of, where
sitting days after its publication in ti@azette, as required in  there is only one claims manager on an outsourced basis, so
section 6 of the Public Corporations Act 19937? If the answett is the first time a transition such as this has taken place—
is no, what is the process by which the Treasurer directs dhere is no rule book. We have very carefully done a risk
instructs the MAC of the premium rates to apply? analysis and analysed all the issues associated with it in an
TheHon. K.O. FOLEY: The advice provided to me by attempt to cover everything that could possibly arise. We
the Chief Executive Officer of the Motor Accident Commis- have spoken to the plaintiff lawyers, the Law Society and
sion is that the direction | applied was, pursuant to the Motoothers who have a close association with us as suppliers and
Accident Commission Act, not required to be tabled inparticipants in the scheme, to explain to them what we are
parliament but would appear in the annual report. | andoing and to seek their feedback. We have asked them to
advised that that is the process undertaken by formeasrovide us with any information they may have where things
treasurers. that we have not anticipated seem to be arising, so that we
MrsHALL: This question is in relation to the CTP claims can address those quickly.
management function of MAC; what is the process withthe We have put in place special provisions so that, if
transition of claims management from SGIC to Allianz unanticipated things do occur, we can deal with them very
Australia Insurance Limited, given that the transition waspromptly indeed. We are satisfied that everything that could
proposed to be effective as of 1 July 2003? How many SGI®e done to make sure that this is a smooth transition for the
employees have transferred to Allianz or been reallocatedublic will be done—the public will not notice anything too
elsewhere within SGIC and how many were offered redunserious. What | can say is that towards the end of June the
dancy packages? active operations of SGIC will wind down a little—this
TheHon. K.O. FOLEY: | will ask Mr Vogt to respond  operation requires extensive volumes of paper files and
to that, but from the outset | would make a couple ofcomputer files, and the computer conversion will take a
comments on that. This was a process begun by the formeeriod of time in order to allow that to happen by 1 July. We
treasurer. It was an appropriate process. | am not at a#ire taking some of that information, or files, offline which
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means that, if someone has a query, whereas in the past (aimdtiatives. As | said, | will still make sure that we double
from 1 July) they would get that answered almost instantacheck the record to clarify any inadvertent errors provided,
neously, or very quickly, it might now take a while to get the but | will just make this contribution to try to better clarify
file back from where it has been lodged or where it is inthe situation. DTF has found, as | said, savings of $6.992 mil-
transit, so that it can be dealt with appropriately. lion and this equates to 10.4 per cent of DTF—Department

MrsHALL: I do not know whether the Treasurer is going of Treasury and Finance—controlled expenditure. The
to depute it to you Mr Vogt, or whether he is coming back,Department of Treasury and Finance controlled expenditure
but | was also seeking information about the numbers oéxcludes the $25 million in Department of Treasury and
SGIC employees who have already been transferred teinance administered items budgeted for targeted voluntary
Allianz or have been relocated elsewhere in SGIC, and howeparation packages.
many were offered a redundancy package. | do not know who The Department of Treasury and Finance spending overall
wins that one. went up because of the growth built into the forward esti-

TheHon. K.O. FOLEY: | will ask Geoff Vogt to make mates prior to the budget and because of new funding shown
a generalised response to that. We may be able to give yon table 2.10 of Budget Paper Number 3, and the timing of
something confidentially, but | think there is a sensitiveexpenditure associated with the public/private partnerships
process under way at present. unit which was deferred from 2002-03 to 2003-04. The rise

Mr VOGT: The transition process involved approximate-in the Department of Treasury and Finance controlled budget
ly 40 to 50 SGIC staff who sought to have employment withis not due to the TVSPs. Now, that is the advice | am
Allianz. The majority have to start on 1 July, so there is somegrovided with by Treasury. As | said, we will further check
water to pass under the bridge yet until the numbers arElansard on all answers and if there is anything that requires
locked in, and there are some other issues associated with thatther clarification we will clarify it, in our endeavour to
transition process. As far as that goes, we are quite satisfieghsure that the house gets full, frank and correct advice.
that Allianz has been able to get appropriate numbers of The CHAIRMAN: There being no further questions, |
highly skilled staff from SGIC, from their own operations in declare the examination suspended until 24 June.
Queensland and New South Wales (where they are leading TheHon. K.O. FOLEY: | thank all officers from the
CTP insurers) and from elsewhere, for example, from thé®epartment of Treasury and Finance who are still here.
TAC in Victoria, so that they do have a very good, sound and
robust balance of experience within the new team.

Mr GOLDSWORTHY: My question is in relation to the
non-compulsory third party insurance businesses adminis-
tered by the Motor Accident Commission. Budget Paper 3, Office of Economic Development, $14 062 000
page 3.14 refers to $15 million of dividends being collected
from the MAC for the periods 2002-03 and 2003-004. As Additional Departmental Advisers:
advised in the budget papers, this relates to non-compulsory Ms D. Walford, Acting Chief Executive Officer, Office
third party activities of the MAC, which the opposition is of Economic Development.
aware is the mortgage insurance run-off and financial risk Dr R. Sexton, (Former) Chief Executive Officer.
insurance run-off business from the former state government Mr D. Mitchell, Director, Strategic Initiatives.
insurance commission. Specifically, what activities, liabilities  Mr D. Litchfield, Director, Infrastructure.
and risks still remain from the non-CTP businesses?

TheHon. K.O. FOLEY: | will take that on notice. | am The CHAIRMAN: | declare the proposed payments open
not wanting to avoid the question. | have got some advicéor examination and refer members to appendix D, page 2 in
here that we can give but | think | just need to consider thathe Budget Statement and part 2, pages 2.4 to 2.12, Volume 1
and we will get you a proper and more detailed answer.  of the Portfolio Statements. Will the minister introduce his

Mr GOLDSWORTHY: Just going on from that, | have advisers and if he wishes to make a statement do so.

a supplementary question. Given that the government is TheHon. K.O. FOLEY: Last week, Robert Champion
collecting $15 million from these residual businesses over thde Crespigny put a release out stating that Dr Roger Sexton
period of 2002-03 and 2003-04, will this leave enough caslnas agreed to accept a position in establishing the govern-
to pay out future liabilities? If yes, how certain is the ment’s venture capital board and is standing down from his
Treasurer that there will not be a need for a governmentork with the Office of Economic Development to take on
guarantee to be called upon in the event of cash not beirttye role—initially full-time and then in a part-time capacity—
sufficient to fund future commitments? as chair of the Venture Capital Board. In the budget, we have

TheHon. K.O. FOLEY: | am advised by Mr Vogt that allocated a sum of some $10 million, plus recurrent funding
on the best information available at present it will befrom memory, to ensure that we have a serious attempt at
sufficient. That is the advice | am provided with and, again putting in place a workable and safe strategic venture capital
only time will tell. fund that will be designed to leverage more venture capital

TheCHAIRMAN: Are there any further questions in this into this state. We believe that Roger’s outstanding skills in
section? There being no further questions, | declare the—the area of venture capital funds management and merchant

TheHon. K.O. FOLEY: Before we do that Mr Chair- banking are ideal.
man, can | just make a brief comment on something? Member | want to say on the record that, over the last 12 to
for West Torrens did you have something? 14 months, Roger’s work with Robert de Crespigny and the

The CHAIRMAN: It has to be on Treasury. team of the Office of Economic Development has been

TheHon. K.O. FOLEY: Yes, on Treasury. | just want outstanding, culminating in the economic summit being held
to make a brief comment. | have asked my staff to check that parliament and the report brought down by the board.
questions and answers in relation to that issue that we hadRoger’s work has been outstanding and highly valued by the
bit of ping pong on over DTF savings and controlledgovernment. It is a good opportunity for Roger to move to
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what now is the critically important area of venture capital forfunding for one or two locally based venture capital funds.
the government and to ensure that we get that right. We neékhe government has set aside $10 million in the 2004-05
this to be a full-time commitment until we can appoint afinancial year for this purpose and $1.4 million over four
highly skilled board consisting of the best business people wgears to fund the board and associated activities. The
can attract to work with Roger. | am happy for questions. government agrees with the EDB that there is a case for

The CHAIRMAN: Does the lead speaker for the government supporting an increase in the supply of venture
opposition wish to make a statement? capital in South Australia.

TheHon. |.F. EVANS: No. The government approved  Access to venture capital is a prerequisite for growth in
Dr Sexton as CEO of the Office of Economic Developmentexisting businesses and the development of new businesses.
on a $1.25 million contract over five years. Dr Sexton, as thénitially the venture capital board will review all venture
Treasurer said in his introductory remarks, recently aneapital and related activities within various government
nounced that he is leaving the position to take up the positioagencies and it will then recommend to cabinet the most
of chairman of the government’s new venture capital boardeffective and efficient use of these resources. This is in line
What are the terms of his new contract and was any terminavith the EDB’s view that funding assistance for industry can
tion payment made to Dr Sexton in relation to his oldbe used in a more targeted way. It is envisaged that the board
contract, or any sign-on fee paid for his new contract?  will sponsor several venture capital symposiums each year

Mr KOUTSANTONIS: Mr Chairman, | have a point of at which companies seeking venture capital will have the
order. How is this question in any way relevant with anyopportunity to make a formal presentation to a collection of
budget line? These questions are well able to be asked in tventure capitalists. Another function of the board will be to

house. improve coordination between business networks, universi-
TheHon. |.F. EVANS: He talked about it in his introduc- ties, commercial units and entrepreneurial courses.
tion. This is not a quick fix, but a plan to develop over a period

The CHAIRMAN: Order! As | said earlier, the chair has a strong local venture capital industry which will positively
been somewhat tolerant. It is a budget issue in terms ahfluence innovation and development in the local business
ultimately someone has to pay and it is the government thatommunity. Other board members will be announced over the
will be paying the package. next few months. This is not the government getting into the

TheHon. K.O. FOLEY: As | prefaced my remarks venture capital business. As we say, it is an opportunity, as
earlier, Treasury will give answers that we believe to beecommended by the board, to provide seed funding by
correct, but of course we will check the records subsequemhatching funding to leverage more funding and to establish
to today’s estimates to ensure that any inaccuracies agd least one or two locally based venture capital firms. We
corrected. On the advice | have from Roger and my recollecthink that is the way to move forward. As well though, which
tion—and we will double check this (and | am not in any wayis perhaps the more exciting part, Roger has a number of
doubting what Roger has said)—Roger will be full-time for exciting ideas about how we can promote in the wider
the next three months fulfilling the mutual contractualbusiness, academic and general community the benefits and
obligations of the CEO contract on his pay as the CEO of thetherwise of the use of venture capital funds in developing
Office of Economic Development, because there is a standalilisinesses.
clause requiring Roger to do at least three months work full-  The CHAIRMAN: Will there be a particular focus, for
time. At that point, he will be taking up a part-time appoint- example, on biotechnology or nanotechnology?
ment as chair of the board and to establish it. | would hope TheHon. K.O. FOLEY: Roger’s advice to me is that it
that after three months Roger is in a position to go part-timewill be broad based. There is no specific focus. | would
but again these things are moveable feasts until the body essume that is because the market in our state is small to

work needing to be done is done. begin with and we need to keep these broad based. This is an
TheHon. |.F. EVANS: So, the Treasurer is not answer- evolving process and we will keep the parliament informed
ing the questions about termination payments. on a regular basis.

TheHon. K.O. FOLEY: No, | am advised that there is TheHon. |.F. EVANS: Did Dr Sexton advise the
no termination payment, no special payment. That is th&reasurer or the government after his original appointment
advice: you have heard it from Roger and you are hearing ithat he had any potential conflict of interest, and as a result,
from me. We will double check to ensure that that is correctywas Dr Sexton excluded from discussions on any project or
and if any other information adds value to the answer, we wilissue?
provide it. Mr KOUTSANTONIS: Mr Chairman, | have a point of
The CHAIRMAN: In relation to developing a venture order. Again this has absolutely nothing to do with any
capital fund, Australians are not noted for being keen to getbudget line. This is a question for the house.
into the venture capital area. | am not asking for trade secrets TheHon. |.F. EVANS: Come off it, he is CEO of the
to be given away, but is the focus of this fund to be onoffice for goodness sake.
providing some seed money, or is it to be a catalyst to get TheHon. K.O. FOLEY: As | said last year, when
more venture capital into South Australia either fromDr Sexton took up the appointment certain arrangements were
Australia or overseas? put in place relating to issues of conflict of interest.
TheHon. K.O. FOLEY: A key recommendation of the Dr Sexton advised the government (as is required) the areas
Economic Development Board in its recently releasedf conflict that he may have and what his personal financial
framework for economic development in South Australia isposition was. He filled out a register with all his financial
the establishment of a venture capital board to boost thimterests and that is kept with the Commissioner for Public
growth of existing and new businesses in South AustraliZEmployment, the Department of Premier and Cabinet, or
Dr Sexton has been appointed as Chairman of the Venturgherever those things are kept. | am advised that the
Capital Board. One of the first tasks of the Venture Capitabpposition has twice examined his contract and, to the best
Board will be to investigate the feasibility of providing seed of my knowledge, Roger has conducted himself in total
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accordance with what is required of a chief executive officermy advice, it is well managed. Having said all that, if the
If the member has other information, he should feel free tanember opposite can present advice or evidence or a

release it now. suggestion that what Dr Sexton has said to me and what |
TheHon.|.F. EVANS. The Treasurer says that have relayed to the committee is not correct, | ask the
Dr Sexton advised the government of all conflicts— member to come forward. In the absence of that and on the

TheHon. K.O. FOLEY: No, the areas of his financial advice as provided to me by Dr Sexton, that is my answer.
investments, and obviously as a chief executive officer itis The CHAIRMAN: Treasurer, in your statement you
for Roger to manage the issue of conflict. referred to the venture capital fund linking in with universi-

TheHon. |.F. EVANS: | will put this question to the ties, which is long overdue. For a long time we have lost
Treasurer, and he might clarify whether Dr Sexton advise@pportunities in South Australia, because some of our best
the Treasurer in regard to this matter. The Best of Windrains and innovators have gone overseas. It is early days, but
Industry Trust is a specialist infrastructure fund investing inis there an opportunity to assist some of the bright people
establishing vineyards and other wine industry assets such esming out of university—graduating and so on—through
crushing, processing and storage facilities. As at 30 Junthis fund to establish businesses and other developments in
2002, it owned 19 vineyards in Australia and New Zealand—South Australia? That has been sadly lacking for a long time.
for example, the Barossa Valley, the Riverland, Clare, TheHon. K.O. FOLEY: I could notagree more. One of
Coonawarra, etc.—with a total value of some $76.7 millionthe roles Roger sees the board playing is to improve coordi-
Last year, the trust began to acquire infrastructure assetstion between business networks, universities, commercial
through the acquisition of wineries. In January and Februarunits and entrepreneurial courses, very much working with
of this year, presentations were made to a number of stoclthe universities to see how we can have a better rate of spin
broking firms about the trust, and it was highlighted duringout of ventures from our universities to become commercially
those presentations that Dr Sexton was a director of theiable. It will be a major part of the work undertaken by the
BWIT. Did Dr Sexton advise the Treasurer and/or theboard. This is an involving process. | encourage all mem-
Premier of his position as director of BWIT, and was Drbers—and particularly the Chairman and others who have an
Sexton then excluded from discussions within governmeninterest in this matter—to correspond with Dr Sexton and talk
about the wine industry? to him about some of these ideas. It will be an evolving

TheHon. K.O. FOLEY: Dr Sexton is on the public process, and | encourage members to have dialogue on it.
record as a director of the Best of Wine Industry Trust. Heis The CHAIRMAN: With regard to the matter of intellec-

a director of IOOF and of IBIS, the industry economic tual capital, which ties in with business ventures, a lot of
analysis firm. They are all boards external to South Australigovernment agencies have not been well equipped to deal
and, because Roger’s intention is to return to the privatavith this issue, and likewise in relation to universities. Will
sector, we would allow Roger to hold those directorships anthis fund and the mechanism being set up in any way help to
to deal with conflicts accordingly. Roger has just advised méacilitate the protection and development of intellectual
that he took no part in Best of Wine Industry Trust's road-capital, or is this simply seen as a dollar operation rather than
shows as you have mentioned. Roger’s advice is that matteaslegal facilitator?

of the wine industry have not provided a conflict in his  Dr SEXTON: | will talk generally about the outcomes we
position. expect to achieve from the board. As the Treasurer said, itis

TheHon. |.F. EVANS: As a supplementary question, designed to focus on both the supply venture capital and the
does that mean that he has been excluded from discussiolemand side. We want to increase the deal flow in South
within government about the wine industry, or is it in his Australia. We want to accelerate the growth of medium and
judgment that they have not presented a conflict? There issmall businesses. There are about 80 000 small businesses in
difference there, is there not? the state, all of which have the potential to grow if they can

TheHon. K.O. FOLEY: | am not aware of any work access finance. Through that, we want to generate increased
done by the Office of Economic Development specifically inemployment opportunities and rationalise the provision of
the wine industry that may have presented a conflictventure capital services by government and work towards a
However, | am certainly more than happy to receive advic@ne-stop shop for venture capital in the state. We want to
from the member if he thinks that that is not correct. | standacilitate access to peer group venture capital business
to be corrected if that is the case. | am not saying that that igersons and fund managers, which currently does not exist
an absolute. Roger advises me here and now—and you heardthe state, because they are all based in Sydney.
him talking to me—that he is not aware of being involved in ~ We want to increase the rate of business start ups and
any discussions on any matters relating to the wine industrgducate the business community generally about the growth
Clearly, with the work of the Economic Development Boardopportunities in key sectors of the South Australian economy.
and the Office of Economic Development, issues relating t&Ve also want to enhance the development of an entrepreneu-
the wine industry in a general sense would be talked aboutial business culture in the state, as well as build and strength-

Are you suggesting that that in a way presents a conflicten the business networks in South Australia and, as the
I would have thought that it was quite the opposite in theTreasurer said, encourage the development of commerciali-
sense that, provided Dr Sexton ensured that he excludezhtion units in the three universities, and also entrepre-
himself from any specific work, that would have a positiveneurialship courses. In the context of your question, through
impact on his business. However, his advice to me here is th#tte universities and the work in commercialising some of the
there have not been such discussions that would cause thegsearch coming out of universities, there should be some
This is the great problem of attracting senior business peoplgood opportunities to encourage young people to get access
to work for government. If we require them to have noto venture capital.
external interests, they will not come and work for us. That TheHon. K.O. FOLEY: | will come back to that issue
is the balancing act. The thing with Roger Sexton is that it hasaised by the member opposite. Despite advice from
all been declared up front and it is known and, to the best dbr Sexton that he would prefer me not to say this, because
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this is a reflection on him, it is important to note that venture capital fund, broadband communications infrastruc-
Dr Sexton was required—and volunteered to do so—to resigture and skills development. We want to put money into
from three boards in South Australia when he took up thistrategic industry assistance packages that are designed to
appointment, namely, Korvest, the Motor Accident Commis-elp a broader base of industry, not selected and narrow
sion (where he chaired the Motor Accident Commission withbusiness, which has been the policy of the past. We want to
the former government and worked with the Treasurer) anchove away from the short-term headline driven approach of
IOOF South Australia. He was also required to divest himselthe past—and that is a criticism of former Labor and Liberal
of a considerable amount of shareholdings in Soutlyovernments. As | said earlier, that is not to say there will not
Australian companies. | think that a big task was required obe assistance: there will be, but it will be done more equitably
Roger to do what he has done over the past 12 to 14 monthand it will be more focused. Already we have reduced
and it came at considerable personal cost in terms of his owsignificantly the industry attraction fund.

financial position. _ Mr O’BRIEN: What action is intended to follow up on
_ MrKOUTSANTONIS: What is the status of the the Economic Growth Summit and to capitalise on its
interstate investment agreement? success?

e i oo o ahrseemen oA sty THEHaN K O. FOLEY. ik al paricpants, ncluc
o put a‘;] end to cross-border poa%hing We areFt)rying to eni g the opposition, even in its more political moments, would
the rent seekers who hawk themselves from government cknowledge that the Economic Growth Summit was an

] - tstanding success. It was highly regarded by all participants
government. It is a courageous decision. We have cut arour}é;m business, unions, community services and social groups

B B kst i Whom I Have spoen. It was an ousianding success
! g ! fficers from the Office of Economic Development, the

T e o Lo Bopartmentof Busiess, Warfactungand Trade, Ty our
’ : Y ffice, the Premier’s office, the Department of the Premier

political consequences of some decisions will see who hol . - ) ;
tight on it, but it is a genuine attempt, where possible, t and Cabinet and the board itself, including Roger Sexton,

. - ought it was an outstanding success. It brought together for
reduce the amount of senseless cross-border bidding Whethﬁ first time all the diverse interest groups. It was a great

we poach businesses that are footloose and free as capital |91otivating experience. It demonstrated that governments can

some false idea that this is adding economic value. It is no\}vork in partnership with business in a far more productive

bad for premiers of any persuasion, Labor or Liberal, wh . .
want to cut a ribbon. It may look good for a headline in §Nay than governments of all persuasions have in the past.

paper, but it is a zero sum gain when it equates to real Thg summit was the beginning of the work. Since the
economic development. summit, all delegates have becqme_ ambassa_dors for the state.
That is not to say that there should not be competitio¥Ve have had regular communication and dialogue with all
between the states for international capital that wants tgarticipants. Immediately following the summit, the board
locate itself in Australia. It is not to say that governments fordistributed a PowerPoint presentation to all summit delegates.
strategic reasons may not want to support the growth of § Was a presentation which delegates requested to better
domestic company or, indeed, the relocation of som&duip them as they seek to convey the key themes of the
activities. There must be flexibility in this agreement. TheSUmmit to their respective organisations, businesses and
member for Davenport raises his eyes. The old Tories€OMmunity groups. The summit was the beginning of a new
approach to economic development, which started undd¥@rtnership between government, business and the broader
Olsen and Brown, is to ask how big a cheque they want; {fommunity. The spirit of partnership—and I am certainly
was $30 000 to Australis and $20 000 to Motorola and @repared to say bipartisanship—will be strengthened, | hope,
contract to go with it. That was the way they did it. We areOver the next 12 months to three years. This should be a
different. 1 think it is worth attempting to put some sense intostructure that survives governments. It should not be here for
this process, but it will have some flexibility. one political party: it should be embraced—and | am certain
It is already working. A major bank wanted to relocate!t IS
250 call centre jobs to South Australia, and a very senior The summit delegates will be sent regular updates on the
executive said to me, ‘But, of course, you will have to putgovernment’s progress in terms of implementing the econom-
incentives on the table to attract us.” and | said, ‘Sorry, youc development framework. The Premier announced at the
will not get it; we will not provide it.’ | took that call and I  conclusion of the summit that all delegates would be invited
will be criticised by some, but, if | had put an incentive on theback to a follow-up meeting 12 months on, so the government
table, he would have been telling John Brumby and, in the oldould report on what it had done towards implementing the
days, John Brumby would have matched it or gone one ugramework. Similarly, delegates could report on what they
and Bob Carr would have gone one up again. Then he wouldad done to improve the economic fortunes of South
have come back with a higher bid and said, ‘You have tAustralia. Community support for the change process that
match this.’ It is just silly. We are putting that in place andbegan at the summit is critical. The Office of Economic
we will be in a position to make an announcement in the noDevelopment is in the process of scoping an effective

too distant future. communications strategy to promote the initiatives it adopts
Mr KOUTSANTONIS: Will the government continue from the economic development framework, targeting diverse
to provide industry assistance? sections of the community by using messages and media that

TheHon. K.O. FOLEY: | used one of my answers on a are most relevant to them. Hopefully, this strategy will build
dorothy dixer from the chairman, but | think it is important a unique ‘can do’ image for South Australia and reinforce the
that | follow on from my previous answer. We make nomessage that business and the community need to work with
apology for our tough stance on industry assistance. We wattte government to achieve a positive future for all South
to put resources into strategic economic development—thAaustralians.



17 June 2003 HOUSE OF ASSEMBLY—ESTIMATES COMMITTEE B 35

MrsHALL: In April last year the government announcedin particular, rating agencies and others. Robert Champion de
the state’s biggest ever industry assistance package Gfespigny’s commitment to this state is just outstanding.
$50 million to Mitsubishi. When the Liberal Party was in  In respect of the question that has been raised, Mr de
government—I am sure the Premier and the Treasurer woul@respigny is a member of the government’s Defence Industry
well remember—we made commitments that any assistang&dvisory Board, chaired by Vice-Admiral Shackleton, the
packages to industry should be repaid in full if employmentormer head of the navy in Australia, together with former
or development commitments made by the company were nadefence minister lan McLachlan and Mr John White, former
met. Will the Treasurer assure the committee, consistent witprincipal player in the construction of the Anzac class ship
his past promises, that all the $50 million being provided tdn Australia, and some other members. It is an outstanding
Mitsubishi is subject to strict clawback provisions if employ- board. We are giving it significant resources to attempt to get
ment and investment commitments are not met? for our state the potential $4 billion to $5 billion, at least, of

TheHon. K.O. FOLEY: They are a negative lot, aren’t major ship construction in this state, and even more if
they? We do the hard yards to save an industry and thgyossible. Robert is on that board. | am not aware of any
nitpick. | have to say that one of the first people | consultednatters that the member refers to, but, if the honourable
on how we get a strategy to save Mitsubishi was John Olsemember has any concerns about Robert de Crespigny’s role
and | am on the public record as acknowledging the fine worln and involvement on that board, | would encourage her to
of John Olsen. But Mitsubishi’'s $1 billion of new model come forward with that information.
investment project is well under way. This project involves MrsHALL: Given the Premier’s view that there could be
the design and manufacture of two new vehicles: a Magna perception of a conflict of interest because of Mr de
replacement, designed primarily for domestic markets; andrespigny’s previous involvement with the AMC, what
along wheel-based luxury car, designed primarily for exportpecific guidelines and procedures did the Treasurer require
markets. These vehicles will be released to the market in latef Mr de Crespigny in relation to ensuring that he was not
2005 or early 2006. The project also involves the establishinvolved in discussions in relation to SAMAG?
ment of a major new research and development facility in  TheHon. K.O. FOLEY: | will answer that, but | would
Adelaide as part of Mitsubishi’s global network of researchnot mind the honourable member finishing the first question.
and development facilities. | do not think it is fair to come in here and cast aspersions on

The project will lead to the creation of at least 1 000 directthe integrity of Mr de Crespigny and then move on. The
new jobs, many of which, Mr Chairman, will be in your honourable member either has something or she has not. Does
electorate and some | suspect in that of the member fashe have any concerns about the defence industry and Mr de
Davenport and, indeed, in all our electorates. Some 200 @respigny?
these jobs will be at the research and development centre, MrsHALL: | sought information. The Treasurer
taking total R&D employment at Mitsubishi to 300 engineer- responded to the question | asked.

ing and technically skilled staff. The state is already starting The Hon. K.O. FOLEY: | think it is very unfair just to
to see the flow-on benefits from Mitsubishi new modelsort of stir the market a little bit, stir the interest in whether
project announcements. Siemens VDO Automotive, part ofhere is a conflict there. If the member has come into this
the giant global conglomerate Siemens AG, has announcgshrliament and asked a question under privilege, | think she
the establishment of a manufacturing operation in Adelaid@eeds to clarify it here and now. Does the honourable
that will initially employ 55 people. member have concerns about Mr de Crespigny’s involvement
In respect of the other components of the honourablgyith the defence industry—yes or no?
member’s question, | am happy to provide a confidential MrsHALL: The Treasurer responded to my specific
briefing to members on aspects of the package as they relaj@estion, and | am happy with his response.
to provisions for the areas outlined. As this package is WTO' The Hon. K.O. FOLEY: | think that is unfortunate, but
compliant, we have certain constraints on how it can be pyje will move on. In relation to SAMAG, | made a statement
together. But | am more than happy for the opposition to bgg the house during estimates last year. Mr de Crespigny had
privately briefed on this. At this stage, it would not be my yritten to me about SAMAG at the time he took the appoint-
preference to make it public, because a number of sensitivinent, and we had an understanding. Mr de Crespigny made

ties are involved. , clear what his position was and, in a letter that he wrote to me
MrsHALL: As a supplementary question, have thegn 15 May, he stated:

contract and agreements been signed? A few weeks ado | resi . .
. gned from the Australian Magnesium
TheHon. K.O. FOLEY: Yes. . Corporation Boardg.] My understanding is that this resignation was
MrsHALL: Has the Chairman of the Office of the publicly announced around 21 April 2002. | believe it is appropriate
Economic Development Board, Mr Robert Champion dehat | am not involved in any SAMAG discussions for quite a
Crespigny, advised the Treasurer or the Premier that he hﬁ%ﬂsiderable time. 1 do, however, advise that | have no interestin the

. . . S C. | have resubmitted this letter for September 2002. At that
any potential conflict of interest within the broad defence-ﬂme' if there is a requirement, you and | could discuss if it is

related industry sector and, if so, has Mr de Crespigny beesppropriate for me to be involved in any discussions on these matters
excluded from any discussions within government on thigut, until that time, | will excuse myself from any discussions on this
important issue? matter.

TheHon. K.O. FOLEY: Robert Champion de Crespigny Mr de Crespigny and | have observed the intent of that letter
is an outstanding South Australian who, | should put on thdut, clearly, he felt that, with considerable time having
record, put aside two days of his own time to travel with meelapsed, he had concerns about the industry. In a letter that
to Sydney and Melbourne last week to sell the state’s budgéte has sent—and | have a copy of a draft—to the Hon. Rory
and economic development. We had a number of meetingdcEwen, the Hon. lan McFarlane and the Hon. Nick
and functions involving senior business people, bankindgvinchin, Mr de Crespigny makes this point:
people, finance institutions, economists, financial journalists, As you are also aware, as the chairman of the Economic
a number of very interesting business people in Melbourneevelopment Board of South Australia, | am aware of the SAMAG
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project. For various reasons, | have not been involved in any fornpresume to the Treasurer, maybe to the Premier—saying that,
of assessing the merits of this project. if elected, he was not going to discuss anything to do with
He goes on to say that when in North America recently henagnesium for six months until 31 October 2002. | am
travelled to Canada to meet with Noranda, which had closedurious as to whether Mr de Crespigny was correct in that
and written off a Canadian $750 million magnesium projectstatement, and has he been fully participating in discussions
With that information and with headlines like ‘AMC in with the government on SAMAG post 31 October 2002?
Writedown Meltdown’, you would be a pretty ordinary  TheHon. K.O. FOLEY: | will clarify that. The advice
government if you ignored someone saying, ‘Look, you jus®of Dr Sexton is no, not that he is aware. Dr Sexton is the head
can’t operate in a vacuum. It would be good for the SAMAGof the Office of Economic Development. David Litchfield,
project and good for the government to quickly review thewho has had responsibility for the project within government,
merits of the project, given the current local and internationafdvises that Mr de Crespigny has not. | am not aware of any
magnesium market.” That is a prudent and sensible thing teuch incident. to the best of my understanding, Mr de Cres-
do, and that is what we are doing. pigny has been extremely careful in all of this. The truth is
The CHAIRMAN: Just on that, what is the time frame that he resigned from the AMC board in April 2002. As we
for that review? | am aware of people in Port Pirie expressingire advised, he has had no involvement with AMC at all and
concern about the review process. Can the Treasurer enlighte has observed the spirit of his letter.
en us as to how long that review will take and the essence of It reached the point, however, where he felt he had
it? something to say on the matter. | cannot stop Mr de Cres-
TheHon. K.O. FOLEY: That matter is being handled by Pigny writing to Senator Nick Minchin and voicing concerns
the Minister for Industry and Trade (Hon. Rory McEwen) andabout the project or about the industry either privately or
through the Department of Business, Manufacturing an@ublicly—he is free to do that—but, as we have heard from
Trade. We expect it to be a reasonably quick exercise but dhe officers here, he has not been involved in any matters
important one. Our offer of $25 million remains on the table relating to the project within government, which is in keeping
butitis just sensible and prudent in light of world events andvith the spirit of his letter of 15 May as | read it.  will check
domestic events—the Queensland government and the fedeYdnether or not a meeting occurred at that time, because Mr
Liberal government could be up to half a billion dollars, | de Crespigny and | meet regularly, but I am happy to stand

think one of the reports might have said, although | cannogorrected if you have information that suggests other than
recall the exact figure—that we reassess this. what | have said to the committee. | will check the record.

MrsHALL: | have a supplementary question relatingto,  Mr GOLDSWORTHY: Given the government's claimed

magnesium. The Treasurer just referred to a letter fronndustry policy of not picking winners, how will the new

Robert Champion de Crespigny which | think is datedVenture.CapltaI Board allocate $10 million in funding to

September, relating to magnesium. Will the Treasurer infornfompanies? _

the committee whether a meeting took place or subsequent TheHon. K.O. FOLEY: You just had a laugh at the

discussions following that letter and, if so, what was decided®Xpense of one of my colleagues. Well, you can have a laugh
TheHon. K.O. FOLEY: This letter is dated 15 May and at yourself, because that question has been asked and

in it Mr de Crespigny says that it would be resubmitted inanswered. _
September 2002. Mr GOLDSWORTHY: What are the details of how the

TheHon. I.F. EVANS: Was it resubmitted in September $25 millionin funding has been offered to SAMAG? Whilst
20027 the government has talked about an industry park, exactly
TheHon. K.O. FOLEY: I'm not certain. to be honest. He What is intended to be funded as part of the government’s

. . . illi i ?
wrote this letter in May, and it states: $25 million assistance package? _
Hon.K.O. FOLEY: Th ion shoul
| have resubmitted this letter for September 2002. TheHo 0. FO atquestion should be put to

the minister for business, manufacturing and trade, who |
MrsHALL: We will assume that the letter was resubmit- understand, has carriage of the project.
ted. Post that letter being resubmitted, did a meeting or Mr GOLDSWORTHY: What process is being followed
discussions take place regarding magnesium, and what wasselect a replacement CEO for Dr Sexton, and is there any
decided? proposal for a deputy CEO of the OED also to be appointed?
TheHon. K.O. FOLEY: | have no recollection of a TheHon. K.O. FOLEY: Yes. A process to find a
meeting. Are you saying: did we have a meeting in Sepreplacement for Dr Sexton is beginning. Donny is the acting
tember and say, ‘Look, all bets are off, start advising theCEOQ, and that will follow due course. The position of deputy
government on SAMAG'? Is that what you are suggestingTEO has been advertised, and | understand a selection
MrsHALL: I am inquiring as to the process, given the process is being undertaken and we are getting close to a
importance of the project to South Australia. recommendation. | have not been involved in that process. |
TheHon. K.O. FOLEY: | will restate my position. | do  do not know of the Premier’s involvement now as the lead
not recall whether or not that letter was officially resubmittedminister, but that is a selection process managed by the board
to me. | have no recollection of a meeting with Mr de Cres-with appropriate public sector assistance. | do not think we
pigny on this matter on or about that date. | may be wrongare in a position to make that announcement just yet.
I will check my records, but it needs to be made very clear Mr GOLDSWORTHY: | would like to ask a question
that this is a project on which Mr de Crespigny has had naupplementary to the one | asked about not picking winners
involvement within government, to the best of my under-and so on concerning the Venture Capital Board, to which
standing—I may be wrong, and | stand to be corrected—angou replied that you had already answered that question.
Mr de Crespigny has observed the spirit of that letter, as haw&/hat will be the administration costs of running the board,
I and how many FTE staff will be employed?
MrsHALL: | understand that when Mr de Crespigny was TheHon. K.O. FOLEY: | have already answered that
appointed to the Economic Development Board, he wrote—loo, but | will do so a second time if that helps. The answer
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is: $10 million for the fund for 2004-05, and we have TheHon.K.O.FOLEY: You will have to ask the
allocated $1.4 million over four years to fund the board andMinister for Infrastructure, given that it is his portfolio.
associated activities. TheHon. |.F. EVANS. So, you are not taking any
TheHon. |.F. EVANS: Will the Treasurer provide the questions on the Office of Infrastructure?
names of officers and their TEC who have been appointedto TheHon. K.O. FOLEY: No, because we have a Minister
positions with OED and the titles of any unfilled positions?for Infrastructure and he has responsibility. You might have
TheHon. K.O. FOLEY: Yes, we are happy to do that. asked me that question as the Treasurer, but | am here as the
TheHon. |.F. EVANS: Given the claims in this budget Minister Assisting the Minister for Economic Development.
that there are about $30 million in cuts to the IndustryThey have no responsibility for the Office of Infrastructure.
Investment Attraction Fund over the next four years, are the TheHon. I.F. EVANS: The minister responsible for the
$50 million funds for Mitsubishi and the $25 million funds Office of Infrastructure will take questions; there is an
for SAMAG included in the IIAF or in some other budget estimates period for that office?
line? TheHon. K.O. FOLEY: | do not know; you will have to
TheHon. K.O. FOLEY: That would be more appropri- ask him. He is the Minister for Infrastructure responsible for
ately directed to the minister for industry, but my contributionthe Office of Infrastructure; it is for him to answer the
is that those funds are obviously secured. Why would wejuestion, not me.
offer them and not have them secured? TheHon. |.F. EVANS. Even though the Economic
TheHon. |.F. EVANS: The question was not whether Development Board, which comes under this office generally,
they were secured; the question was whether they welgas made the recommendation, none of the officers nor the
included in the IIAF or in some other budget line. minister can advise us in regard to the Office of Infrastruc-
TheHon. K.O. FOLEY: | cannot give you that answer. ture?
| suggest that you ask the minister for business, manufactur- TheHon. K.O. FOLEY: What do you want to know
ing and trade. about it? | will see what | can do for you.
TheHon. |.F. EVANS: Do any of your officers know? TheHon. |.F. EVANS: What progress has been made in
TheHon. K.O. FOLEY: | am told that they are both in the establishment of the office; has the CEO or any staff been
the IIAF forward estimates. appointed; has the government confirmed what the exact role
TheHon. |.F. EVANS: Has any funding being provided of the office is and, in particular, what powers it will have?
to Mitsubishi up to 2002-03, and what funding in this budget TheHon. K.O. FOLEY: We will take that on notice and
has been provided to Mitsubishi for each of the forwardget back to you with a considered response. | do not have all
estimates years? that information. What you are talking about there is some-
TheHon. K.O. FOLEY: | am advised that $35 million thing that relates to a colleague’s portfolio and work being
has been provided to Mitsubishi and that a further $5 milliorundertaken to establish the office. | am not certain whether
will be provided in 2005-06. Of course, the other $10 million staff have been appointed or what budget positions have been
is being provided progressively over a number of yearsgreed to as yet. We have put some funding aside initially,
through the Road Safety Research Program. but I am happy to get you a more detailed answer on that. The
TheHon. |.F. EVANS. The Economic Development economic development framework recommended this. It is
Board has recommended the establishment of an expanbt then the Office of Economic Development’s responsibili-
council with cooperation between the industry and governty to oversee the establishment of another agency within
ment. Does the government support this recommendatiogovernment; that is for government to pick up the recommen-
and, if so, when is it expected to be implemented? dation of the EDB and progress it, which we are doing. | just
TheHon. K.O. FOLEY: We are having a long, detailed do not have that information.
cabinet meeting on 14 July and subsequent to that we willbe TheHon. |.F. EVANS: You would follow it with some
making further announcements. interest?
TheHon. |.F. EVANS: Has the government appointed  TheHon. K.O. FOLEY: Probably; it is only embryonic.
all the members of the Venture Capital Board and, if so, whdVe only announced this a couple of weeks ago; give us a
are the members of the board? break. We are working on it. | am happy to take the question
TheHon. K.O. FOLEY: No. Roger and | have had a few on notice and, if it saves my colleague some time, we will try
loose discussions, but we have not formalised any views artd get an answer, but | am sure he will more than happy to
we will be seeking the advice of the EDP as well, so we havadd some value to my answer when his estimates committee
not gone down that road as yet. is on. We have a draft structure that has been worked through.
TheHon. |.F. EVANS: Has the Office of Economic We are wanting the Office of Infrastructure to coordinate the
Development employed any consultants during 2002-03; ifnajor infrastructure requirements of government and to have
so, what consultants are employed, what are the estimatedcentral agency that is responsible for the coordination and
costs and what work was undertaken? implementation of an infrastructure policy for government
TheHon. K.O. FOLEY: We have certainly had Vice and major projects. It is embryonic, but we are working
Admiral Shackleton and we have some consultants on thiéarough it as quickly as we can. It has just been pointed out
framework. We will take it on notice to make sure it is to me that Dean Brown has made a demand (and Dean is a
accurate and come back to you on that. We would not wandretty scary guy when he demands something) and Patrick
to give you wrong information, would we? Conlon has agreed to extend his estimates by half an hour to
TheHon. |.F. EVANS: The Economic Development take questions on the Office of Infrastructure. | have been too
Board has supported the establishment of an Office ofienerous; Minister Conlon has given an extra half an hour.
Infrastructure. This budget appears to have allocated about Mr GOLDSWORTHY: You said in your previous
$13 million towards this office. | refer to page 3.24, Budgetanswer to a question concerning the administration costs of
Paper 4, Volume 1. What progress has been made in thanning the Venture Capital Board that $1.4 million has been
establishment of this office? allocated to that.
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TheHon. K.O. FOLEY: Over four years, | think | said. The CHAIRMAN: There being no further questions, |
Mr GOLDSWORTHY: But you did not answer the declare the examination of the vote completed.
second part of the question: how many FTE staff will be
employed?
TheHon. K.O. FOLEY: We just do not know at this ADJOURNMENT
stage. The early indications are that it may be six, but we will
clarify that when we sit down and finally sort out the At 6 p.m. the committee adjourned until Wednesday
proposal. That is a rough number at this stage. 18 June at 11 a.m.



