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The PRESIDENT (Hon. B. A. Chamberlain) took
the chair at 10.03 a.m. and read the prayer.

ROYAL ASSENT
Message read advising royal assent to:
Alpine Resorts (Management) Act
Gaming Acts (Miscellaneous Amendment) Act
Gas Industry (Further Amendment) Act
Unclaimed Moneys (Amendment) Act

BUSINESS OF THE HOUSE
Program
Hon. R. I. KNOWLES (Minister for Health) (By
leave) - I wish to inform honourable members of the
intentions of the government with respect to sitting
hours for this week. As honourable members are
aware, this is the final week of sitting and there is an
important list of bills to be handled. It is the
intention of the government that the Audit
(Amendment) Bill will be debated today until its
finalisation. Tomorrow, after opposition business
takes precedence for 2 hours, debate on the Accident
Compensation <Miscellaneous Amendment) Bill will
commence. The remaining bills on the notice paper
will be debated on Thursday.
Hon. T. C. THEOPHANOUS Gika Jika) (By
leave) - I want it on the record that this timetable
was not discussed with the opposition. TIlis
proposal runs counter to other arrangements
whereby the Accident Compensation (Miscellaneous
Amendment) Bill was to be the last piece of
legislation to be debated. At least that was my
understanding. The government is trying to ram
legislation through this house. The opposition can in
no way guarantee that debate on the Audit Bill will
be finalised today. It is a very important piece of
legislation. There has been no discussion with the
opposition, and it does not accept the timetable
outlined.
I urge the government to reconsider and to have
discussions with the opposition to effect a more
reasonable timetable which will allow the opposition
to debate a range of issues. The house may not be
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aware that the opposition intends to move
71 amendments to the Audit (Amendment) Bill. The
traditions of this house require that the opposition
be able to debate those amendments during the
committee stage. If the government is suggesting the
house should sit all night tonight to finish the debate
on the Audit (Amendment) Bill I suggest it should
rethink its program. The house should sit until a
reasonable hour today and tomorrow and sit late on
Thursday, if necessary, but it is unreasonable to
suggest that we sit all night tOnight. I indicate to the
house that the guillotine has not been used in this
house.

Honourable members interjecting.
Hon. T. C. THEOPHANOUS - I am simply
offering to the government an opportunity to
present a reasonable time frame so that we are able
to complete debate of the audit bill. If debate on that
bill is not finished today, how do we then proceed?
Hon. R. I. KNOWLES (Minister for Health) (By
leave) - The government is happy to have
discussions, as suggested by the Leader of the
Opposition, about how we will work through the
bills on the notice paper. It was my clear
understanding that the opposition was unable to
give any undertakings with respect to the program
for this week. If the Leader of the Opposition is now
indicating that the opposition is prepared to give
undertakings for the smooth transition of business
over the next three days - as Mr Theophanous
indicated, there are three days of sittings which
provides adequate time for debate - I am happy to
have such discussions.
The government has no intention of doing anything
other than following the customs and traditions of
the house. I am happy to proceed with debate on the
Audit (Amendment) Bill given that debate on the
measure commenced last week. I do not think there
was any suggestion other than that that debate
would continue today.
I am happy to enter into discussions in good faith
with the opposition and to arrange a sensible
program to bring about the orderly transmission of
business. The government has no difficulty in
facilitating debate at all stages, but that places a
responsibility on all honourable members not to
engage in tedious repetition or abuse the forms of
the house in an effort to defer an issue rather than
resolve it. As I said, I am happy for the government
to enter into discussions in good faith with the
opposition to facilitate the transmission of business
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over the next three days. When that discussion is
concluded. I look forward to informing the house
accordingly.

PETITION

Middle Park intersection
Hon. P. A. KA TSAMBANIS (Monash) presented a
petition from certain citizens of Victoria
requesting that the former T intersection at the
corner of Canterbury Road and Armstrong Street,
Middle Park, be reinstated and that modem traffic
control and pedestrian safety measures be installed
in the vicinity of the intersection. (883 signatures)
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I take this opportunity to thank Rowena Armstrong,
the Otief Parliamentary Counsel, for her valuable
work and advice to the committee over the past
12 months, and the executive officer, Nadia Krivetz,
and previously Dominique Saunders, for their
assistance and valuable service. I thank
Mr Katsambanis, and Murray Thompson, Bob
Cameron and Carlo Carli, the honourable members
for Sandringham, Bendigo West and Coburg
respectively in the other place, for their work.
Laid on table.
Ordered to be printed.

PAPERS
Laid on table.
Laid on table by Oerk:

MELBOURNE PORT SERVICES PTY LTD
Hon. R. M. HALLAM (Minister for Finance)
presented financial statements for 15 months
ended 31 May 1997.
Laid on table.

LEANNE POWER PTY LTD
Hon. R. M. HALLAM (Minister for Finance)
presented financial statements for 13 March to
8 May 1997.
Laid on table.

SCRUTINY OF ACTS AND
REGULATIONS COMMITTEE

Redundant and unclear legislation
Hon. M. T. LUCKINS (Waverley) presented third
report, together with appendix.
Hon. M. T. LUCKINS (Waverley) (By leave) The third report continues the valuable work of the
subcommittee which I have the pleasure of chairing
and which began in 1994 to lighten the load of the
statute books. In the past year more than 60 acts
have been reviewed, and they are included in this
report. Debate on the Hire-Purchase (Further
Amendment) Bill, for example, was a direct result of
recommendations of an inquiry held by the
redundant legislation subcommittee. A draft Statute
Law Revision (Amendment) Bill, which is annexed
to the report, recommends the repeal of more than
250 acts.

Australian Food Industry Science Centre - Report,
1996-97.
O'Connell Family Centre (Grey Sisters) Incorporated Minister for Health's report of 5 December 1997 of
receipt of the 1996-97 report.
Parliamentary Committees Act 1968 - Minister's
response to recommendations in Law Reform
Committee's report upon the Liability of the State of
Victoria and Health Service Providers.
Planning and Environment Act 1987 - Notices of
Approval of the following amendments to planning
schemes:
Melbourne Planning Scheme - Amendments
L254, L290, L291 and L293.
Moira Planning Scheme - Amendment L19.
Morwell Planning Scheme - Amendment L48.
Whittlesea Planning Scheme - Amendments L152
and L154.
Statutory Rules under the following Acts of Parliament:
Crimes (Confiscation of Profits) Act 1986No. 132.
Lotteries Gaming and Betting Act 1966 - No. 136.
Magistrates' Court Act 1989 - No. 133.
Physiotherapists Act 1978 - No. 135.
Supreme Court Act 1986 - Nos 137 to 139.
Wildlife Act 1975 - No. 134.
Subordinate Legislation Act 1994-
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Ministers' exception certificates under section 8(4)
in respect of Statutory Rules Nos 130, 133 and 137

to 139/1997.
Minister's exemption certificate under section 9(6)
in respect of Statutory Rule No. 132/1997.

Proclamations of His Excellency the Governor in
Council fixing operative dates in respect of the
following Acts:
Fire Authorities (Amendment) Act 1997 - Sections 3, 5,
6,10,11(2) and 13 - 5 December 1997 (Gazette No. G48,
4 December 1997).
Law and Justice Legislation (Further Amendment) Act
1997 - Part 7 - 8 December 1997 (Gazette No. G48,
4 December 1997).
Port Services (Amendment> Act 1997 - Sections 6(1),
6(2),7 and 8 - 9 December 1997; remaining provisions
(except sections 6(3) and 6(4» -10 December 1997
(Gazette No. G48, 4 December 1997).
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A detailed report on the issue, entitled Report of the
working party on students with intellectual disability
aged over 18 in Ministry of Education Office of Schools
Administration Special Schools (report) was handed
down in April 1989. The working party was
constituted by employees from the then Community
Services Victoria Office of Intellectual Disability
Services and from the then Ministry of Education.
The working party stated that it was committed to
the development of appropriate educational options
for all people with intellectual disabilities. The
report made the following two policy
recommendations:
Recommendation 1
The Office of Schools Administration provide
programs for students in special schools for
students with intellectual disabilities up to and
including the year in which they turn 18 years.
This is in line with existing Ministry of Education
policy that school programs should be provided
for students with an intellectual disability from
approximately five years to approximately
18 years of age.

Second reading
Recommendation 2
Hon. R. I. KNOWLES (Minister for Health) - I
move:
That this bill be now read a second time.

The purpose of this bill is to authorise the making of
regulations under the Education Act 1958 with
respect to the age requirements of pupils attending
state schools.
The Education Act 1958 in section 3 defines 'school
age' as between the ages of 6 and 15. Section 53
requires the parents of 'school age' children to cause
them to attend school. However, there is no section
which authorises the exclusion of students from
school based on age. Ibis applies whether the
proposed student is an infant, a child or an adult.
Reviews conducted by previous and current
Victorian governments have determined the
inappropriateness of the continued attendance of
young adults at schools with much younger
students. This conclusion was arrived at after
consideration of a wide range of educational and
operational issues (for example, age-appropriate
curriculum and special schools staffed by
primary-trained teachers).

The Division of Further Education take
responsibility for the development of literacy,
numeracy, special interest and leisure skills
programs and take over those elements of school
programs for these adult students.
Between 1991 and 1994 approximately 1000 students
with disabilities aged over 18 years transferred from
special schools to Department of Human Services
administered day programs for people with
disabilities.
On 13 November 1996, the Futures For Young
Adults program was launched by the Minister for
Youth and Community Services. The program was a
joint initiative of the Department of Education and
the Department of Human Services, and initially will
enable nearly 1270 students with disabilities aged
18 years and over to move from schools to more
appropriate adult education, training and support
vocational settings. The Futures For Young Adults
program is designed to provide young adults with
disabilities appropriate options in employment,
adult education or adult day programs geared to
their individual needs. The primary intent of the
program is to provide a pathway from school-age
settings into post school adult options for young
adults with intellectual disabilities.
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The Futures For Young Adults program is consistent
with the Department of Education's age-based
policy governing the admission of students to all
government schools in the state of Victoria. The
Department of Education's age-based policy was
announced at the same time as the Futures For
Young Adults program in November 1996, and is as
follows:
Generally no student will be permitted to enrol at
any school unless he or she will have attained the
age of five years by 30 April of the year in which
admission is sought.
Generally no student who is aged 18 years or
older on 1 January in any year will be permitted
to enrol or remain enrolled in any government
school after a prescribed date in that calendar
year unless he or she is formally enrolled in VCE
(units 1-4) in a secondary school. The prescribed
date is 30 June for the calendar year 1997 and
31 December thereafter.
The Victorian education system expects that most
students who commence school within the legal age
range (6 to 15) will complete their Victorian
certificate of education by the time they are 18. The
Victorian Department of Education's Office of
Schools is therefore primarily concerned with the
education of students up to the age of 18.
In 1992 Berendale special school (a state school
established under section 21 of the Education Act
1958) introduced the IS-plus transition program.
The program was designed to assist mildly
intellectually impaired adults transfer to the adult
community by reaching independence in travelling,
banking, purchasing food, communication skills and
extended work placements. The IS-plus program at
Berendale ran for five years and six months ending
on 30 June 1997.

Under the Department of Education's age-based
policy announced in November 1996, three students
at Berendale special school were required to leave
the school and had the option of enrolling in the
Futures For Young Adults program.
The department relied on section 38 of the Equal
Opportunity Act 1995 to introduce the November
1996 policy. That section states:
38. Exception - Educational institutions for particular
groups
An educational authority that operates an
educational institution or program wholly or
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mainly for students of a particular sex, race,
religious belief, age Or age group or students with
a general Or particular impainnent may exclude (a) people who are not of the particular sex, race,
religious belief, age or age group; or
(b)

people who do not have a general, or the
particular, impairment -

from that institution or program.

Nine students from Berendale special school
commenced proceedings in the Anti-Discrimination
Tribunal claiming direct and indirect discrimination
on the grounds of age. The matter was referred to
the Supreme Court as a special complaint under
section 126 of the Equal Opportunity Act 1995.
The Supreme Court handed down its decision on
Friday 7 November 1997. It held that the
Department of Education's age-based policy
announced in November 1996 constituted both
direct and indirect discrimination against the
complainants.
The court made orders requiring the department to
permit the complainants to return to Berendale
special school; to reinstate the Berendale transition
IS-plus program; and to include the complainants in
Berendale's school global funding. Other orders
were also made for legal costs. The department has
appealed to the Full Court of the Supreme Court.
However, given the uncertainties and time involved
in legal proceedings, the outcome is uncertain.
The department needs to plan the commencement of
next year with some certainty and therefore seeks to
introduce legislative amendments to prevent similar
court decisions. However, the present Supreme
Court decision has placed in doubt age-based
programs in the Department of Education and may
encourage other complainants to issue proceedings.
It is not proposed in the legislation to overturn the
Supreme Court's decision in respect of the
complainants at Berendale. The Supreme Court's
decision operates in respect of those complainants
and, subject to the outcome of the appeal to the Full
Court, the department will need to comply with the
Supreme Court's decision in respect of those
complainants.

To make proper provision for the administration
and implementation of age-based polices within the
Department of Education, the bill relies on the
following approach:

SNOWY HYDRO CORPORA TISA TION BILL
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(a) section 69 of the Equal Opportunity Act 1995
authorises a person to engage in an act if it 'is
necessary to comply with, or is authorised by,
a provision of' an act, or an 'enactment';
(b)

an enactment is defined in section 4 of the
Equal Opportunity Act as meaning'a rule,
regulation, by-law, local law, order, order in
council, proclamation or other instrument of a
legislative character';

(c) the bill will empower the making of regulations

under the Education Act 1958 prescribing the
age requirements for students to enrol, or
participate in programs, in state schools; and
(d) the bill will not affect the rights of the parties
in the recent decision of the Supreme Court.
I commend the bill to the house.
Debate adjourned on motion of
Hon. M. M. GOULD (Doutta Galla).
Debate adjourned until next day.

. SNOWY HYDRO CORPORATISATION
BILL
Second reading
Hon. R. M. HALLAM (Minister for Finance) - I
move:
That this bill be now read a second time.

This legislation enables the corporatisation of the
Snowy Mountains scheme. The process of
corporatisation began in 1993 with the in-principle
agreement by the states of Victoria and New South
Wales and the commonwealth. Although the
complexion of the other two governments has
changed since 1993, the commitment to the
corporatisation process has remained constant.
The various elements of corporatisation have
developed over that period. The intent of the three
governments was sealed on 1 May this year with the
agreement of a set of principles to guide the
corporatisation process. The principles are set out in
an annexure to the explanatory note to the bill.
The aims of the corporatisation process are to:
establish a viable Snowy electricity generation
business on a competitive commercial basis and
thereby contribute to implementing national
competition policy reforms;
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improve the management of the Snowy Scheme;
simplify its governance arrangements and
therefore maximise its capability to optimise
electricity generation; and
refinance the commonwealth debt which was
established to finance the construction of the
scheme.
Additionally, the corporatisation process provides a
once in a lifetime opportunity to address
environmental issues associated with the Snowy
scheme and thus the Snowy River itself.
Behind this bill lies a vision for a new company Snowy Hydro Ltd. This will be a freestanding,
electricity generator, subject to controls and
regulation which neither advantage nor
disadvantage Snowy Hydro as compared with other
generators, and providing security for the company
to operate as a commercial business, but with
continuing Significant environmental obligations,
particularly in relation to the release of water. TIris
bill reflects complementary legislation currently
before the commonwealth and New South Wales
parliaments. It provides the necessary authority for
the various steps which are required to achieve
corporatisa tion.
The bill, together with complementary
commonwealth and New South Wales legislation,
will terminate the existing legislative arrangements
in relation to the Snowy scheme, including the
existing government agreements, the Snowy
Mountain Hydroelectric Authority and the Snowy
Mountains Council. The bill provides for Victoria to
hold a share in the new company - Snowy
Hydro Ltd.
The bill provides for the transfer of assets and
liabilities from the Snowy authority to the new
company, except for the assets and liabilities of the
transmission undertaking which will be sold to
Transgrid, the New South Wales transmission grid
operator. Equity in Snowy Hydro Ltd will be in the
same proportions as the current entitlements to the
electricity generated by the Snowy scheme. New
South Wales will own 58 per cent equity, Victoria
29 per cent and the commonwealth 13 per cent.
There is an existing debt of about $1 billion which
the corporatised Snowy will repay to the
commonwealth. The provisions of this bill, together
with the complementary commonwealth and New
South Wales legislation, will enable the restructuring
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of that debt and provide for taxation arrangements
between the governments.
The bill also provides for the transfer of people
working within the Snowy scheme to be transferred
to Snowy Hydro Ltd. Although we believe all
former employees of the SECV working in the
scheme have since been transferred to the employ of
the scheme, we have included a specific provision
for them to ensure that entitlements are maintained.
However, that is not all that is being done.
All three governments have received various
representations from environmental and community
groups expressing concerns about the impact on the
ecological health of the Snowy River. These
representations have requested the release of water
for environmental purposes, called environmental
flows. Victoria has expressed its commitment to
environmental flows.

In particular, the government has recognised that
the Snowy corporatisation process provides an
opportunity to address environmental flows. Under
the existing Snowy arrangements, it would be very
difficult to provide for environmental flows. The
corporatisation process provides an opportunity to
overcome this difficulty. The three governments
have agreed to establish an open public inquiry to
examine these issues. This will allow all parties to
present their views in a public forum.
The inquiry is provided for in the New South Wales
legislation, but prOvisions of that bill clearly
recognise that it is a joint initiative of all three
governments. Thus the NSW legislation expressly
provides that the terms of reference of the water
inquiry are to be approved by all three governments
and that the person or persons appointed to hold the
inquiry must be approved by Victoria. These
important provisions help safeguard Victoria's
position for the Snowy River.
Because of the complexity of the issues involved, the
three governments have chosen an open public
inquiry as the method of determining environmental
flows for the Snowy. There are many competing
interests for water from the Snowy scheme,
including environmental flows for the Snowy River;
water for irrigation west of the Dividing Range;
water to address salination and loss of agricultural
land along the Murray River; and water for
electricity generation by Snowy Hydro Ltd.
The governments have decided to hold an open
public inquiry so that all interested parties may
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express their views and so that they can take those
views into account. The water inquiry will develop
costed options and will report to the New South
Wales and Victorian governments. The governments
will then agree on environmental flows before
corporatisation begins, taking into account expert
advice from the inquiry.
The inquiry is expected to take about six months to
produce its report. Governments will then take
about two months to agree on the implementation of
the inquiry. Corporatisation does not occur unless
and until there is agreement on the outcome.
The Victorian government has treated the issue of
environmental flows so seriously that it has insisted
on this structure. Of course, our objectives can be
met only if the commonwealth, New South Wales
and Victorian parliaments all agree to the bills
enabling corporatisation. Drafting and introduction
of the bills has occurred in parallel and each bill is
essential.
Corporatisation will establish Victoria as a
shareholder in this new commercial electricity
generator; encourage competition in electricity
generation thereby keeping prices down; and secure
a water inquiry leading to revised water
arrangements and environmental flows.
I commend the bill to the house.
Debate adjourned for Hon. T. C. THEOPHANOUS
(Jika Jika) on motion of Hon. M. M. Gould.
Debate adjourned until next day.

CONSTITUTION (AMENDMENT) BILL
Second reading
Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology) - I move:
That this bill be now read a second time.

As members will be aware, sections 73 and 74 of the
Constitution Act 1975 provide a statutory extension
of parliamentary privilege in relation to the
publication of parliamentary proceedings. Those
provisions have long formed part of the law of
Victoria, having been first enacted here in 1860;
deriving originally from the Parliamentary Papers
Act 1840 of the United Kingdom. However, since
those provisions were first enacted, proceedings
have been provided to the public by means which

EPWORTH HOSPITAL (AMENDMENT) BILL
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were not envisioned in 1840, or 1860 or even, in
relation to one method, in 1975.
These new forms of 'publication' of proceedings
include the electronic provision of the Hansard
record of proceedings by way of the Internet, as well
as the sound and visual broadcast of recordings of
proceedings. This bill arises due to the concern that
sections 73 and 74 may not extend to these new
forms of 'publication'.
As I am sure all members will agree, it is important,
if not essential, for any doubts on this issue to be
removed. The bill before the house ensures that
those involved in the electronic 'publication' of
parliamentary proceedings which has been
authorised by Parliament - and this includes
parliamentary officers and employees of media
organisations - are provided with the same degree
of protection as is currently provided to those
involved in publication in 'paper' form. It does this
by two amendments - amending sections 73 and 74
to ensure that they cover both electronic and written
publication; and adding a new provision, which is
based on section 15 of the Commonwealth
Parliamentary Proceedings Broadcasting Act 1946.
This provision protects those involved in the
broadcast or transmission of the proceedings of
either house or a committee with the authority of
that house or committee. Honourable members will
note that the amendments require a variation to
section 85 of the Constitution Act which is achieved
by the direct amendment to that section made by
clause 5.

I commend the bill to the house.
Debate adjourned for Hon. D. A. NARDELLA
(Melbourne North) on motion of
Hon. M. M. Gould.
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This bill amends the Epworth Hospital Act 1980, to

enable the Epworth Hospital to develop a new
corporate structure. This government has promoted
private sector participation in the prOvision of public
hospital services, and this initiative will present
increasing opportunities for private sector
involvement in the hospital industry.
In the current changing climate of health care
provision in Victoria, the existing corporate
structure of the Epworth Hospital has proven
limiting. The hospital has not been able to compete
on an equal footing with other private health care
providers.
The Epworth Hospital, as an integral part of the
Methodist Church of Australasia, operated as a
private hospital in Erin Street, Richmond, from 1920
to 1980. After the creation of the Uniting Church in
Australia in 1977, the Epworth Hospital Act 1980
was passed by this Parliament to establish a body
corporate to be known as the Epworth Hospital to
carry on the provision of hospital and medical
services at Erin Street.
The Epworth Hospital (Amendment) Bill will
provide this highly regarded hospital with a flexible
corporate structure which will enable it to compete
for provision of health services in other arenas.
The present Epworth Hospital Corporation will be
known as the Epworth Foundation. A new
subsidiary corporation, to be known as Epworth
Hospital Ltd, will be created to own and operate the
existing Epworth Hospital in Erin Street, Richmond.
The Erin Street hospital will continue to contribute
medical and surgical services to the community.
The Epworth Foundation will operate as a research,
development, and hospital and medical services
foundation. The foundation will have broader
charitable objects including:

Debate adjourned until next day.

EPWORTH HOSPITAL (AMENDMENT)
BILL
Second reading
For Hon. R. I. KNOWLES (Minister for Health),
Hon. M. A. Birrell (Minister for Industry, Science
and Technology) - I move:

promotion and funding of medical and health
care research;
promotion, advancement and funding of medical
and other health care education;
provision of financial and other assistance to
enable persons in Australia to obtain medical or
health care services which they could not
otherwise afford;

That this bill be now read a second time.

conduct of a hospital or hospitals in Australia;
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provision of medical and other health care
services of any kind in Australia;
provision of funds or other assistance to another
entity which does not seek to secure pecuniary
profit for its members to provide medical and
other health care services; and
promotion and provision of funds in Australia,
inducting the provision of funds and assistance to
other trusts or entities for other broad charitable
purposes in Australia.
The powers of the foundation are expanded in
keeping with the broader objects contained in the
bill. The bill provides for continuity of the board of
management of the foundation, with the Uniting
Church in Australia retaining the power to appoint a
majority of the members.
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staff. I am confident this bill will contribute to the
continuing provision of competitive high quality
health services to the Victorian community.
I commend the bill to the house.
Debate adjourned on motion of
Hon. M. M. GOULD (Doutta Galla).
Debate adjourned until next day.

ACCIDENT COMPENSATION
(MISCELLANEOUS AMENDMENT) BILL
Second reading
Hon. R. M. HALLAM (Minister for Finance) - I
move:
That this bill be now read a second time.

The Epworth Hospital has been and no doubt will
continue to be the beneficiary of significant
donations, gifts and trusts. The bill ensures that any
such donations, gifts and trusts are applied to the
purposes intended by the benefactors. The
subsidiary will be incorporated under the
Corporations Law, with the Epworth Foundation
initially holcting all shares in the subsidiary. The
foundation will then be at liberty to raise equity
capital by selling some or all of the shares in the
subsidiary, by floating the subsidiary, or through
participation in joint ventures with other players in
the health care service industry.
The assets and liabilities of the existing Epworth
Hospital will be transferred to the subsidiary
corporation. The bill provides for the transfer of the
hospital property without incurring stamp duty,
taxes or back payment of local government rates.
This is in keeping with the objects and purposes of
the Epworth Foundation. The exemptions also avoid
the impOSition of financial penalties upon the
corporation for what is essentially an internal
restructure.
Section 6 of the present act provides for the
Treasurer of Victoria to guarantee the debts of the
Epworth Hospital. The bill will have the effect of
repealing section 6. The Epworth Foundation will
therefore be in the same position as other private
hospital operators with regard to security for
borrowings.
The bill provides for the entitlements of the staff of
Epworth Hospital to be preserved, including the
existing superannuation entitlements of hospital

This bill represents a further stage in the
development of the Victorian Workcover scheme. It
gives full effect to one of the key objectives
enunciated when the Kennett government came to
power in 1992 - namely, to develop a workers
compensation system which provided fair and
comprehensive protection for injured workers, but
did so at premium rates which were internationally
competitive. This vision required a massive shift in
culture and was dependent upon a dramatic
improvement in workplace safety and more effective
rehabilitation and return to work strategies.
Workcover's achievements are dramatic. Workplace
injuries have been reduced by 40 per cent and return
to work has become the cornerstone of the scheme,
with over 90 per cent of injured workers returning to
work. The unfunded liability of $2100 million
inherited from the previous scheme has been
extinguished and Victoria now boasts the only major
Australian workers compensation scheme to be fully
funded and at the same time has the lowest
premium rate of any state in Australia. But to
maintain Workcover's leadership position requires
constant surveillance, and earlier this year when a
concerning cost trend began to emerge the
government initiated a comprehensive review of the
scheme.
The key stakeholders were invited to participate in
that review on the basis that any changes should:
(i) not reduce overall benefits paid to workers; and
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(ii) secure the financial stability of the program

while preserving the scheme's competitive
premiums.
This bill is the result of the most extensive
consultation process in a decade. The government
has received and very carefully considered the views
of a wide range of stakeholders and has looked at
best practice both in Australia and overseas. The
review process confirmed that while Victoria has the
best workers compensation scheme in Australia, our
advantage was being eroded and that the
underlying cost of the scheme was now running
ahead of premium levels and demanded urgent
attention. The issues of common law, serious injury
classification, as well as the overall level of
disputation emerged as the most obvious factors in
the cost shift and became the focus of further very
detailed and extensive research and analysis.
The need to change the scheme - and to do so
urgently - is compelling. The government, as the
ultimate custodian of the scheme, is acting for two
reasons. First, the government must make certain
that the basic legislative structure of the scheme
continues to encourage workplace safety,
rehabilitation and the efficient delivery of
compensation and that it is not compromised by
those who would abuse the scheme for their own
enrichment. To fail to act to protect the scheme in the
interest of Victoria's workers and employers would
be irresponsible.
Secondly, the government must move quickly to
protect Workcover's long-term financial health. Too
often in other jurisdictions, changes to workers
compensa~?n s~emes do not occur until the system
~eaches cnSIS pomt. We have seen this most recently
m New South Wales where, in just three years, that
scheme has moved from a surplus of $1.2 billion to a
deficit of $1 billion, while the average premium rate
has risen from 1.8 per cent to 2.8 per cent of payroll.
We must not allow that to happen in Victoria.
Obviously, the most profound effect of the bill is to
delete the remaining rights of an injured worker to
recover any damages in a common-law action. The
question of whether, and to what extent,
common-law rights should be included in a
'no-fault' workers compensation scheme has been
debated for ~any years, and indeed it can be fairly
argued that It was the shortCOmings of the
common-law process that led to the development of
'no-fault' systems in the first place.
For a common law action to succeed the worker
must establish fault on the part of the employer.
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D.e~ending on the circumstances, that may be
difficult to prove, is likely to be contested, and a
defence of 'contributory negligence' may result. The
outcome thus becomes something of a lottery, and
settlements may vary dramatically even for similar
injuries. The process is protracted and costly, and
can be harrowing for the parties. Worse still, it is
anything but conducive to a successful retwn to
work, the outcome which should remain the
primary focus of the scheme.

It was against this background that, when
Workcover was introduced in 1992, a compromise
was struck, that while workers would be protected
under a compulsory, no-fault scheme, those workers
who had the misfortune to be 'seriously injured' (as
stri.ctly defined) would have the added right to take
action at common law, on the basis that any
settlement awarded by the court would expunge
both their statutory right to compensation for the
physical ~jury (under the table of maims) and any
future entitlement to weekly benefits. The logic of
that compromise was that for the profoundly
injured, with little or no prospect of returning to
work, a common-law settlement may represent a
reasonable basis of 'capitalising' their weekly
entitlement over the long term.
Due primarily to the creative efforts of plaintiff
lawyers, this compromise based upon a 'gatekeeper'
of 'serious injury' has not been allowed to work, and
the government has been required to return to the
Parliament three times since 1992 with amendments
designed to restrict common-law entitlements to the
profoundly injured for whom it was originally
intended.
The facts we face are indisputable:
(i) while aggregate claim numbers (and traumatic

injuries) have fallen dramatically, the
numbers being assessed as 'seriously injured'
continue to climb.
(ii) based on the data then available, Workcover
was designed in 1992 on an expectation of up
to 500 common-law writs per year. The
volume has now reached 1000 per year and continues to climb.
(iii) Workcover common-law payments have risen
from $17.9 million in 1995-96 to
$139.7 million in 1996-97, and continue to
grow.
These facts, and their obvious impact upon the
viability of the scheme, forced the focus of the
review back to the fundamental question of
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including a common-law component in a no-fault
scheme. Several further issues were then considered:
(i)

another cost of the common-law process flows
from the attraction of the lump sum, and the
'all-or-nothing' culture which it brings. In
some cases, the prospect of rehabilitation and
successful return to work is put on hold, even
actively discouraged.

While it is impossible to quantify the extent of that
cost, it must be acknowledged by all that the best
possible outcome is for an injured worker to return
to worthwhile employment, and that the lump sum
'culture', to the extent that it frustrates that objective,
becomes an important underlying cost consideration.
(ii)

One argument commonly advanced by those
favouring the inclusion of common law is that
it provides the best sanction against a
negligent employer, and thus that its removal
will lead to unsafe workplaces.

The government does not accept that argument. In
the first place, it is quickly dispelled by the data
coming from other jurisdictions where common law
has been deleted. In addition, it should be
understood that employers are insured against
common law damages, and in any event, only about
3 per cent of common-law claims ever reach court.
The appropriate remedy for employer negligence in
relation to health and safety is under statute health
and safety law, not common law. Financial penalties,
met directly from the employer's pocket, and
adverse publicity, to say nothing of imprisonment,
directly punish negligent employers much more
effectively than an action at common law.
(ill)

More fundamentally however, the
government has concluded that no injured
worker should have to initiate legal
proceedings as the basis upon which their
entitlement to compensation is determined.

Given all of this, the government has decided to
move to a workers' compensation system where
generous comprehensive statutory benefits replace
common law. These arrangements are universal in
Canada, the United States and New Zealand and in
the other Australian jurisdictions of South Australia,
the Northern Territory and, with some small
exceptions, the Federal government's Comcare
scheme.
The new Workcover arrangements will offer the
most comprehensive and progressive set of no-fault
benefits for injured workers in Australia. The
savings from the deletion of any damages in a
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common law action will be redirected into meeting
that commitment.
Objects of reform
This bill will improve the operations of the
Workcover scheme in a number of fundamental
respects.
First, the right to recover any damages in a common
law action will be eliminated for all work-related
injuries arising after the date of commencement.
Workers injured before that date will be able to
continue to bring forward common-law claims for
up to three years.
Second, penalties for breaches of health and safety
requirements will be increased to at least five times
their current maxima. Negligent employers will be
liable to penalties of up to $250 000 for a first offence.
Third, statutory death benefits will be increased
substantially. The present lump sum will be
increased and there will be an entirely new and
additional system of ongoing income support for a
dependent spouse and children dependent on a
deceased worker.
Fourth, compensation for permanent impairment
(non-economic losses) will be expanded and
modernised to reflect workplace conditions of the
21st rather than the early 20th century. In
recognition of the elimination of common law, the
statutory maximum will be increased from the
current $161 000 to $300 000, almost double that of
any other jurisdiction in Australia, including those
which have already abolished common law.
Fifth, permanent impairment assessments will be
conducted using the fourth edition of the American
Medical Association's Guides to the Evaluation of
Permanent Impairment developed in 1993. The guides
will be modified to take account of Australian best
practice in evaluating psychiatric and hearing
impairments.
Sixth, in line with contemporary disability
management principles, the weekly benefits system,
which compensates for lost earnings, will be
restructured to focus on work capacity rather than
on injury or incapacity and thus improve
rehabilitation and return to work prospects. The
payment system will be Simplified. Workers will be
streamed to one of two payment rates on the basis of
whether they have, or do not have, a current work
capacity and, after two years, whether the lack of

ACCIDENT COMPENSATION (MISCELLANEOUS AMENDMENT) BILL

Tuesday, 9 December 1997

COUNCIL

current work capacity is likely to continue
indefinitely. In addition a new long-term benefit
category has been established to support injured
workers back at work and working at their
maximum capacity in defined circumstances.
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legal liability to the worker. Third parties who have
failed to comply with their duties under
occupational health and safety laws will also be
liable to prosecution by the authority.

Health and safety penalties
Seventh, a number of changes will be made to
improve the efficiency of the dispute resolution
process. Opinions of the medical panels will be
made final and conclusive irrespective of by whom
and when the medical question was referred and
must be adopted and applied by the courts and all
other decision makers in the scheme as the answer to
the medical question. There will be a new, free
service to assist workers and employers as an
alternative to expensive legal advice. Conciliation
Officers' powers will be extended, and disputes over
entitlements to medical and like benefits not
resolved at conciliation will be heard in either the
Magistrates or County courts rather than at the
Administrative Appeals Tribunal.
Eighth, superannuation payments will be included
in the remuneration base for calculation of
Workcover premiums, making this definition
consistent with that in the Pay-roll Tax Act 1971. The
average premium rate will also be increased to
1.9 per cent of payroll. This increase is necessary to
fund the run-off of common law and ensure the
financial stability of the scheme.
I turn now to the major features of the bill.
Common law
A worker injured on or after commencement will not
be entitled to recover damages of any kind in a

common-law action. However, the dependants of a
deceased worker will continue to be able to recover
damages of up to S500 000 under the Wrongs Act
1958.

Maximum penalties for offences under the
Occupational Health and Safety Act 1985 and the
Equipment (Public Safety) Act 1994 will be
increased, for a body corporate from $40000 to
$250000 and for an individual from $10000 to
$50 000. The authority will also be given power to
issue general guidelines for or with respect to the
prosecution of offences under health and safety
legislation. These guidelines must be published in
the Government Gazette.

Death benefits
Statutory compensation payable to any dependent
spouse and children dependent on a deceased
worker whose death was work-related is to be
significantly increased. For some families, this will
be double the amount of the present statutory lump
sum, depending on the number and ages of
dependants and the worker's pre-injury average
weekly earnings.
The existing lump sum for a family will be increased
from about $150 000 to $175 000 to be apportioned
between dependent spouses and children or, if there
is no spouse, between the children. These lump
sums will continue to be free of tax, although income
from investing them would be taxable as currently
applies. In addition, there will be an entirely new
payment of income support pensions to dependent
spouses and children. lbis payment will be related
to the worker's pre-injury average weekly earnings.
For a spouse, the payment for the first 13 weeks will
be at 95 per cent of the worker's pre-injury average

Workers who were injured before the date of
commencement will have up to three years to
commence proceedings to recover damages. If,
however, the incapacity arising from such an injury
becomes known only after commencement the
worker will have three years from when the
incapacity became known to bring proceedings for
damages.
Injured workers will not be able to recover damages
against third parties. However, the authority will
continue to be indemnified in respect of
compensation paid to the worker under the statute
by third parties who would otherwise have had a

weekly earnings and will reduce to 50 per cent
thereafter. The payment will continue for three years
and will not be means tested against any personal
earnings of the spouse. If there are dependent
children, they will each be eligible for 5 per cent of
the worker's pre-injury average weekly earnings to a
maximum of 25 per cent if there are more than
five children. lbis pension will be paid after
13 weeks until the child reaches 16 years of age Of, if
a full-time student, until he or she ceases to be a
student or the end of the calendar year in which he
or she turns 21 years of age, whichever is earlier.
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These payments will be assessable for income tax to
the person for whom they are paid. In the case of a
minor, however, the pension will be taxed at normal
income tax rates rather than the higher tax rates that
normally apply to the income of a minor. The
government has also retained the existing right of
dependants (who may not be spouses or dependent
children) to seek damages under the Wrongs Act.
Permanent impairment non-economic loss benefits

Compensation based on permanent impairment for
non-economic losses will be significantly expanded
and based on a modern scientific concept. The
current table of maims, which has remained
virtually unchanged since 1914, and is based on the
outmoded concept of loss of industrial use, will be
abolished. A no-disadvantage test will ensure that
no worker suffering a total loss specified under the
present table of maims will be paid less than they
would have received under the new arrangements
and a specific loading for pain and suffering has
been included. Importantly, the new system will
cover a great many injuries for which no
compensation is currently payable, particularly
industrial diseases.
Compensation will be calculated on the basis of
whole person impairment with a threshold of 10 per
cent whole person impairment for physical
injuries - the level currently applying under the
TAC and Comcare schemes. The non-economic loss
amount will be calculated by reference to a formula,
with payments ranging between $5000 for 10 per
cent impairment, $45 000 for 30 per cent impairment,
$175000 for 70 per cent impairment and 5300000 for
impairments of 80 per cent or more.
In line with the government's commitment,
compensation for severe permanent psychiatric
impairment, not currently covered in the table of
maims, will be provided. This non-economic loss
amount will be assessed by a separate formula, with
a threshold being set at 30 per cent whole person
impairment, the level which would currently entitle
a person to pursue damages at common law. The
scale will be from $10 000 at 30 per cent impairment
to $300 000 at impairment of 80 per cent or greater.

Impairment assessments will be carried out by
doctors who have passed an approved training
course and will be made using the fourth edition of
the American Medical Association's Guides to the
Evaluation of Permanent Impairment as modified in
three areas by the act.
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On the advice of the medical panels, there will be a
revised method for assessing and ascribing
permanent impairment percentages to psychiatric
conditions. Hearing losses will be assessed using
current National Acoustic Laboratory methods
converted to a whole person impairment percentage.
The chapter of the guides dealing with pain will be
excluded because it provides no workable
methodology for ascribing a percentage impairment
to the assessment of chronic pain. However, each
individual chapter on a body system includes a
component for pain.
Until the new guides become effective, on
1 September 1998, any impairment assessments
which are required for the purposes of this new
form of compensation will be made using the second
edition of the AMA guides. On and after that date,
all such assessments must be made using the fourth
edition, modified as indicated above.
Impairment assessments for the run-off of common
law and the table of maims and the weekly payment
'grandfather' prOvisions will continue to be carried
out using the second edition of the AMA guides.
It is intended that non-economic loss benefits up to
$10000 be paid by way of a lump sum.
Non-economic losses between $10 000 and $30 000
will be paid by an initial lump sum of $10 000 and
instalments of capital thereafter. The non-economic
loss amount will be converted to a number of
payments (after deduction of the initial $10 0(0)
which will become the person's compensation
entitlement.

If the non-economic loss amount is greater than
$30 000, one-third will be paid as an initial lump
sum with the remainder paid by instalments. The
instalments will be paid at $600 a month (indexed
annually to the consumer price index) until the sum
is exhausted, or at an instalment level that would
exhaust the payment over 10 years.
The government continues to argue that an
impairment payment remains a capital sum whether
paid as a lump sum or by instalment. This has been
accepted by the commonwealth in relation to
taxation. The government is continuing to press the
commonwealth to treat instalments as having no
effect on any social security entitlement. Until such
time as the government receives a favourable
response to this request, all payments will be made
as a single lump sum as currently occurs.
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On the recommendation of all major stakeholders,
injured workers will no longer be classified for
weekly payments by their injury status.

recovery and return to useful work or activity. We
expect insurers to continue to review these
beneficiaries regularly and to provide appropriate
support to them. Benefits beyond 104 weeks will be
paid at 75 per cent of pre-injury earnings.

The 'serious injury' category of benefits was not
intended to mean that people with quite high
impairment levels could not also have a work
capacity. However, it has been used by claimants to
secure high benefits and then assumed to
conclusively demonstrate that they have no capacity
for work.

There will also be an entirely new long-term benefit
category for injured workers who have returned to
work at the maximum of their physical and mental
capabilities, but at a level which is not equivalent to
their pre-injury position and for whom, therefore,
ongoing income supplementation beyond 104 weeks
is appropriate.

The new benefit structure will classify workers as
having either a 'current work capacity' or 'no
current work capacity' for up to two years. In line
with modem disability management practices, these
changes are intended to send a strong message to
workers, employers and insurers that getting the
injured worker fit and back to work will provide the
best possible financial and social outcomes.

If these workers meet the criteria of working at their
maximum capability for at least 15 hours a week
(and earning $100 or more) and will continue to do
so indefinitely, they can apply to the authority or
self-insurer to remain on payment at the benefit level
applicable to people with a current work capacity,
that is, at 60 per cent of pre-injury earnings less
60 per cent of current earnings. The authority or
self-insurer cannot refuse an application based on
the worker's capabilities without the matter being
referred to a medical panel for an opinion.

Weekly payments

This is also the reasoning behind bringing the
step-down in weekly benefits forward to 13 weeks.
Most injuries have healed by this time, and about
70 per cent of workers are back at work. By 13 weeks
the likely course of a claim is apparent. It is the latest
appropriate time for insurers to identify those claims
which are at risk of becoming long term and to
manage their rehabilitation actively. Setting a
decision point at 13 weeks, improves the prospect of
a better outcome.

Benefits levels will be kept at 95 per cent of
pre-injury earnings for the first 13 weeks of
payments. However the cap on benefits shall be
lifted from average weekly earnings to 125 per cent
of average weekly earnings, that is from $680 a week
to $850 a week.

Grandfathering of current claimants

The government has given a commitment that
workers currently on the system will not be
disadvantaged as a result of the changes. Workers
who have lodged a claim and are either on or are
subsequently determined to have been entitled to
weekly payments on commencement of these
provisions will continue to be paid at their existing
rate but will be classified in accordance with the new
classifications and progressively assessed under the
new classification requirements.

After 13 weeks of payments, benefits for those
workers who do not have a current work capacity
will be based on 75 per cent of pre-injury earnings.
Workers with a current work capacity will be paid at
60 per cent of pre-injury earnings less 60 per cent of
notional earnings (as is the current basis).

Workers classified as seriously injured will continue
to receive weekly payments based on 90 per cent of
pre-injury earnings for as long as they continue to
meet the 30 per cent impairment threshold. Current
seriously injured claimants who are entitled to claim
common law, but have not yet done so, will retain
this right for up to three years from the date of
commencement.

After 104 weeks, benefits will be paid to those
people who do not have a current work capacity and
who are likely to continue indefinitely to have no
current work capacity. The government has
consciously moved away from the terminology of
'totally and permanently incapacitated' on the
grounds that it sends negative messages to workers
about their longer term prospects for eventual

The provisions allowing people currently classified
as 'seriously injured' who can provide evidence of
an income-producing project to apply for a
settlement under section 115 remain available.
However, that section shall be amended so that a
person's ongoing entitlement to compensation for
medical and like services under section 99 cannot be
the subject of a settlement.
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Rehabilitation and return to work

The bill also makes it clear that failure to comply
with any of the provisions of the act relating to
occupational rehabilitation, return-to-work plans
and risk management constitutes an offence. The
penalties relating to these offences will be increased
fivefold to over $10 000 for employers and
maintained at their present levels for workers.
Dispute resolution

The government considers that doctors, not lawyers,
are the best qualified people to offer medical
opinions. Currently, the opinion of a medical panel
on a medical question is binding only when a court
has referred a medical question to the panel. This
gives rise to 'duelling experts', which becomes an
obstacle to the resolution of disputes, leads to their
escalation and drives up costs wmecessarily.
Therefore, and in line with the practice in other
jurisdictions, the act will require that the opinion of
a medical panel on a medical question be final and
conclusive irrespective of by whom and when the
medical question was referred and must be adopted
and applied by the courts and all other decision
makers in the scheme as the answer to that question.
As well as those changes to the act, which will
remove sources of dispute, a number of other
changes are proposed which will improve dispute
resolution procedures. It will not be possible to
commence proceedings in the Magistrates or County
Court until the conciliation officer is satisfied that all
reasonable steps have been taken by the claimant to
settle the dispute and has issued a certificate to this
effect.
Parties to a conciliation may be requested to bring
forward to the condliation any documents or
information relevant to the dispute. If this request is
refused or the party fails to produce the document
or information, they will not be allowed to tender it
in any subsequent proceedings relating to the
dispute.
Conciliation officers will be able to make a direction
for up to 24 weeks of payment (currently 10 weeks)
during a period before the direction is given. This
should remove the need to take court action to
recover small amounts of outstanding weekly
payments after a matter is resolved at conciliation. In
addition, conciliation officers will have a power to
give general directions in relation to liability to pay
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reasonable medical and like expenses provided
during the period of a direction on weekly payments.
If a dispute is solely in relation to the liability to pay

reasonable medical and like expenses, the
conciliation officer may also give a general direction
for payment up to a total of $2000 in respect of the
relevant injury.
The act will also be amended to clarify the meaning
of 'no genuine dispute'. There is a genuine dispute if
the conciliation officer is satisfied that there is an
arguable case in support of the denial of liability and
no genuine dispute if there is not.
The act will be amended so as to transfer the existing
jurisdiction of the Administrative Appeals Tribunal
to hear and determine matters which relate solely to
medical and like compensation to the courts in
keeping with other compensation matters under the
act.
In addition, the government intends to establish a
new Workcover Advisory Service. This service will

be available free of charge to both workers and
employers as an alternative to expensive legal
advice. Consistent with this, the ability to obtain
legal costs relating to a referral to conciliation will be
abrogated.
Premium

The act will also be amended to bring the definition
of remuneration into line with that in the Pay-roll
Tax Act 1971 by including superannuation benefits
as wages. This amendment will come into effect
from 1 January 1998. The average premium rate will
also be increased to 1.9 per cent of payroll to fund
the run-off of common law and ensure the financial
stability of the scheme. The new premium rate will
apply from 1 July 1998 and will be effected through
the premiums order.
Work for the dole

At the request of the commonwealth government,
we have also amended the definition of 'worker' to
exclude participants in the commonwealth 'work for
the dole' program which requires certain adult
unemployment beneficiaries to undertake
community service in return for their social security
payment. The Occupational Health and Safety Act is
also being amended so as not to include these people
as employees. However, the government will not
proclaim these provisions until it is satisfied by the
commonwealth that program participants are

BVSINESS OF THE HOUSE

Tuesday, 9 December 1997

COUNCIL

adequately insured and the employers are protected
from legal action arising out of an injury to a
participant.
Constitution Act 1975
Clauses 11,45, 46, 47, 48 and 49 of the bill necessitate
amendments to section 63 of the Accident
Compensation (WorkCover) Act 1992 and the
Constitution Act 1975. However, as these involve
direct amendments to the Constitution Act 1975, a
statement for the pwposes of section 85(5) of that act
is not required.
Commencement
The major provisions of this bill abolishing recovery
of any damages in a common-law action and
implementing a new system of statutory benefits
shall take effect from 12 November 1997.
Conclusion
This bill will position Workcover for the 21st century
and ensure that the hard won gains for Victoria's
workers and employers are preserved.

I commend the bill to the house.
Debate adjourned on motion of
Hon. T. C. THEOPHANOUS (Jika Jika).
Debate adjourned until next day.

BUSINESS OF THE HOUSE

Program
Hon. R. I. KNOWLES (Minister for Health) (By
Earlier today the Leader of the Opposition
indicated a willingness to enter into discussions
about the week's program. Those discussions have
been held and by agreement I can advise the house
that we will debate the Audit (Amendment) Bill
today until conclusion. After opposition business
tomorrow, we will debate and conclude other bills
except the Accident Compensation (Miscellaneous
Amendment) Bill, which will be debated from
10.00 a.m. on Thursday and concluded on that day,
after which the house will rise.
leave) -
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AUDIT (AMENDMENT) BILL
Second reading
Debate resumed from 3 December; motion of
Hon. R. M. HALLAM (Minister for Finance).
Hon. T. C. THEOPHANOUS (Jika Jika) - The
legislative changes to the Audit Act the government
has brought to the house are unnecessary and
uncalled for and, in the opposition's view, represent
the greatest attack on public accountability in the
history of parliamentary democracy in this nation.
Since 1828 public administration in Australia has
had an Auditor-General. The office of
Auditor-General is older than democracy itself. The
government prides itself on the tough decisions it
has made which have changed fundamentally the
way Victoria functions. The opposition has bitterly
opposed many of those initiatives because of their
adverse effect on ordinary Victorians. I accept that
many in the community respect the government for
its determination, but today the government has
shown that that determination is not tempered by
wisdom.
The single-minded, dare I say bloody-minded,
approach of nobbling the Auditor-General's Office
has been breathtaking. In fact, the only thing that
swpasses it is the capitulation of government
members, one by one, to the will of the Premier. The
people of Victoria and members of this chamber
know that the only consistent critic of all
governments, whether Labor or liberal, has been the
Auditor-General. The opposition does not oppose
these changes because of some personal affection or
support for the current Attorney-General, who was
just as critical of the former Labor government as he
has been of the present government, if not more so.
Hon. R. M. Hallam - He had more right to be.
Hon. T. C. THEOPHANOUS - Perhaps. The
fact is we did not seek to nobble him in the way the
Kennett government is proposing to nobble him. The
opposition opposes the legislation because it is bad
policy and will leave the door open for corruption.
The changes to the Auditor-General's Office have
nothing to do with improving the office's efficiency.
In fact, the act is being amended because the
Auditor-General has been too efficient and effective
in criticising the government.
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Before I go into the reasons for the opposition's
belief that the legislation should be rejected I shall
make a fundamental general observation about the
function of this house. This chamber is supposed to
be a house of review. It is the place where legislation
can be scrutinised in depth, clause by clause to
ensure Victoria gets the best legislation Parliament
can deliver. It is not supposed to be a rubber stamp.
The opposition intends to move 71 amendments
during the committee stage to try to improve the
legislation, given that the government is determined
to proceed with it.
The opposition believes government members will
find it difficult to disagree with many of the
opposition amendments. The opposition is aware
that the government has consistently refused to
entertain the notion of bringing back the Legislative
Assembly to adopt amendments made in the upper
house, even when such amendments have been
sensible and necessary and have later been adopted
by the government. That approach leads only to the
perception that the upper house is a rubber stamp.
The opposition urges the government not to rule out
deferral of the legislation or at the very least, to be
prepared to commit itself to changes to individual
clauses where those changes are sensible, logical and
practical.
I also put on the record that the opposition intends
to approach the debate sensibly and constructively.
It wants its amendments debated and seriously
considered. It will not persist with divisions where
reasonable explanations or assurances can be given.
If the government allows full and proper debate of
these important issues the opposition will not
deliberately disrupt the proceedings, but I make it
clear that the opposition will vigorously oppose the
legislation and, in particular, the way it proposes to
leave the Auditor-General of this state with no
power and no resources to enable him to audit. The
opposition will show that the legislation will create
an Auditor-General whose time to sign off audits is
guillotined and whose capacity to protect the public
purse is nobbled. In a very real sense he will be a
rubber stamp.
The bill will be the final nail in the coffin of public
accountability. It is the latest in a long line of actions
deliberately designed to silence the government's
critics. In 1992 the Kennett government sacked the
judges of the Accident Compensation Tribunal. On
30 July 1992 Mr Kennett said there was no
suggestion from the coalition of any judges being
removed. He said, 'We regard as essential that
confidence in the independence of the judiciary from
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the executive is maintained'. Just months after
making those comments the Kennett government
sacked the judges of the Accident Compensation
Tribunal and members of the Industrial Relations
Commission of Victoria. Those actions heralded
unprecedented attacks on the judiciary and
quasi-judicial office-holders in this state.
Since October 1992 independent public officials have
raised issues of concern at their own peril. There is a
long and growing list of independent office-holders
who have been attacked, sacked or hOWlded from
office by the government. I have mentioned the
sacking of judges of the Accident Compensation
Tribunal, which finished up costing the state
approximately $30 million in compensation and was
a measure of the determination of the government to
remove independent arbitrators.
Hon. Pat Power - It cost $30 million to pay them
out!
Hon. T. C. Theophanous - Approximately
$30 million. Then Victoria had the sacking of the law
reform commissioners, the state industrial relations
commissioners and the Equal Opportunity
Commissioner, Moira Rayner - disgraceful
incidents in this state's history! Individuals were
also forced to pay costs if they lost their cases at the
Equal Opportunity Board - another erosion of
Victorian's rights!
Then the senior magistrate of the Children's Court,
Greg Levine, was hounded from office. Also, the
Equal Opportunity Board was threatened because of
its decision to allow the re-opening of Northland
Secondary College - another disgraceful action by
the government! The Premier threatened to again
change the equal opportunity legislation because the
new board dared to rule against the government. It
is a disgrace that the rights of Aboriginal Australians
whose children were being educated at Northland
Secondary College have been totally denied.
Hon. Pat Power - And in our electorate.
Hon. T. C. THEOPHANOUS - Yes, Mr Power,
in our electorate. They fought all the way to the
Supreme Court and, in the end, they won.
Hon. Pat Power - Money was no object.
Hon. T. C. THEOPHANOUS - Money was no
object for the government. What did the government
achieve through that action? A further erosion of
people's confidence in being able to get a fair go.
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Will the Supreme Court judges be the next cab off
the rank after Victoria loses the Auditor-General?

Hon. Pat Power - Not even Henry Bolte did that
to teachers.

In March 1994, and without any justification, three
members of the Administrative Appeals Tribunal
were removed from that tribunal. The even more
disgraceful act by the government was its hounding
of the then Director of Public Prosecutions, Bernard
Bongiorno, QC, from office. The government passed
legislation designed to greatly reduce his powers
and remove his ability to commence contempt
proceedings. It created the position of Deputy
Director of Public Prosecutions, the occupant being
required to report directly to the Attorney-General
and having the power to override decisions of the
DPP - a precedent applying nowhere else in
Australia. At the time government backbenchers did
not have the guts to stand up and say to the Premier,
'Hang on, this is not right'.

Hon. T. C. THEOPHANOUS - Not even Henry
Bolte, who certainly looks now, on reflection and
compared with the Kennett government, as a
libertarian and a man of principle. I never thought I
would be able to say that.

Hon. D. A. Nardella - Jellybacks!
Hon. T. C. THEOPHANOUS - They showed
themselves to be absolute jellybacks during that
episode and on this legislation. At that time, as
reported in the Age of 19 March 1994, Mr Bongiorno
described the draft bill as an appalling attack on the
independence of his office. However, even after a
public outcry of protests, amending legislation was
passed in May 1994. The revised DPP legislation was
less severe than the original, but it still effectively
removed the DPP's control over his office and led to
his eventual resignation. Mr Bongiorno and a lot of
others have had a gutful of this government.
The DPP legislation effectively caps the budget of
the DPP's office, thereby making it difficult for his
officers to get the best legal minds to prosecute the
most important and/ or complex cases. The DPP has
been silenced - and the Auditor-General is next!
In addition to office holders, other officers in the
public service have been silenced. Teachers have had
their rights to freedom of speech removed: the same
pattern has been followed. In July 1993, the Kennett
government introduced teaching service order 140
under the powers vested in the ministry by the
Teaching Service Act. That order forbids any teacher
to make public comment on the government or the
Directorate of School Education without the express
permission of the minister or the director. What a
disgrace! Imagine a government silencing the people
at the fore in prOviding our children and our
community with notions of fair debate and public
criticism of democracy!

If approval is given to teachers to make public
comment, the guidelines state that they should
ensure their comments are consistent with and
reflect the policy, practices and directions of the
government and/ or the directorate. One expects that
kind of attitude in totalitarian countries, in
Pinochet's Olile or countries where people in the
public service are afraid to speak, where they are
given a directive not to say anything other than to
agree with the government.

Many of us who have travelled overseas have seen
the effects such directives have had on ordinary
people. That type of governmental rule was the
fundamental reason for the breakdown in the
Eastern bloc where, in many instances, similar
directives were issued to the public service. The
system was controlled from above; nobody could
say anything out of turn. Such directives have no
place in our Victorian democracy.
The restriction on freedom of expression is
intolerable and unacceptable, as Peter Fitzpatrick,
associate professor at Monash University and a
member of the Campaign for Public Education,
wrote in the Age of 5 July 1994:
Education, for example, you'd think should be a subject
of universal interest and healthy debate. But there are
places where even teachers are not allowed to enter
that debate. Soviet Russia, until recently, was one such
place. Another is Victoria, Australia.

Professor Fitzpatrick is not some person unfamiliar
with the issues. He is drawing an analogy, saying
there are two places where teachers are not allowed
to enter into debate or to speak: Soviet Russia, until
recently; the other - Victoria, Australia!
Hon. Pat Power - An observation even
Mr Forwood would agree with.
Hon. T. C. THEOPHANOUS - Mr Forwood is
one of those we gave up on quite some time ago. He
has done so many backflips we are unsure where he
stands on anything nowadays. Individuals,
bureaucrats and the community have been silenced.
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The next disgraceful episode has been the use of the
constitution to limit the jurisdiction of the Supreme
Court. The denial of one's access to that court should
be implemented in only the most judicial way. It
should not be abused or overused. Yet since
1992, 150 bills that have been passed through
Parliament have contained clauses that limit access
to the Supreme Court.
Hon. Pat Power - They are automatically
inserted in the legislation.
Hon. T. C. THEOPHANOUS - They are in
virtually every piece of legislation this government
has brought before Parliament, including the
Melbourne City Link Act; the Australian Grand Prix
Act; the City of Melbourne Act; the Teaching Service
Act - we have talked about teachers; the Gas and
Fuel Corporation Act; the Public Sector Management
Act - another disgraceful piece of legislation; the
Police Regulation (Discipline) Act and the Electricity
Industry Act. These are only a few of the 150 pieces
of legislation in which the limitation clauses have
been inserted.
The Supreme Court itself has become concerned
about this issue. In its 1993 annual report it noted the
trend 'with disquiet' and 'as a departure from the
established tradition of judicial review'. The
Supreme Court itself is saying, 'You are going too
far. You are removing too much of people's rights'.
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Hon. Pat Power - I hope the government
members are not leant on.
Hon. T. C. THEOPHANOUS - I shall go into
that in a bit more detail later. The government has
also politicised the public service. On 7 September
1992 the Premier said:
The coalition has no plans for immediate change or
abolition of the Public Service Board or the [Public
Service1 Act itself.

However, within weeks of coming to power the
Kennett government had abolished the Public
Service Board and the Public Service Act. The latter
was replaced by the Public Sector Management Act,
which gave the Premier extraordinary powers over
public servants and independent office-holders. That
represents a further erosion of accountability and
democracy in this state.
The Fitzgerald inquiry into corruption in
Queensland specifically warned against these types
of measures. Its report states:
When a government creates a bureaucracy peopled by
its own supporters, or by staff who are intimidated into
providing politically palatable advice, the government
is effectively deprived of the opportunity to consider
the full range of relevant factors in making decisions.
As a result, wrong decisions are made.

The Scrutiny of Acts and Regulations Committee, an
all-party parliamentary committee, reported in its
first report in May 1994 on the use of what is now
called the ouster clauses because they allow the
government to get out of being subjected to the
Supreme Court. The report states:
The danger is that section 85 clauses are now becoming
the norm rather than the exception. There is therefore
the possibility that the Supreme Court's jurisdiction
may be eroded.

The Supreme Court agreed with the committee. It
was one of the rare occasions that a committee of
this Parliament criticised the government's position.
That certainly does not happen in the Public
Accounts and Estimates Committee.
Hon. Pat Power - Who is the chairperson of that
committee?
Hon. T. C. THEOPHANOUS - The chairperson
is Mr Forwood.

That act is an example of wrong decisions and poor
decisions. It is an example of where not enough
people on the government side have been prepared
to stand up to the will of one man. The state should
not be run by one man. The once-great Liberal Party
should not be run by one man, and it is about time
that some people on the government back bench
actually had the guts to go to Jeff Kennett and tell
him, 'Jeff, you are wrong on this occasion. Enough is
enough'.
The Public Sector Management Act gives the
Premier the power to appoint and dismiss
departmental heads without the approval of the
Governor in Council. It paves the way for the
payment of exorbitant salaries to departmental
heads. Honourable members have seen how the
government has been prepared to do this with all
sorts of lurks. When ministers have come before the
Public Accounts and Estimates Committee they have
been asked, 'How much does your departmental
head get, what is in his contract regarding
performance targets, and what does he have to
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achieve in order to get his bonus?' - which is often
more than the salary. Minister after minister has
said, 'I do not know. It is not up to me; it is up to the
Premier'.
The Premier negotiates with each departmental head
a contract that contains a set of performance criteria.
For instance, in the case of Workcover, it might say
something to this effect: 'If you get rid of X number
of workers off the Workcover system you get a
certain amount of money'. Or, in the case of
education it may say, 'Get rid of another
2000 teachers and your salary is doubled'. The
problem is that not even the responsible ministers
know what is in the contracts. That is the extent to
which the government has gone in this state and it is
another example of the disgraceful way the Premier
has grabbed control of the public service by putting
his own people into all the ministries as
departmental heads and making them responsible
not to their own ministers but directly to the Premier
via the contracts signed with the Premier's
department. That represents more erosion of public
accountability .
Of course, the latest episode relates to the death of
the independence of the Auditor-General. The
beginning of the end dates back to November 1996
when the Kennett government secretly began a
process of review of the Auditor-General. The
review was undertaken under terms of reference
that virtually determined the outcome. For example,
the government wanted to remove the current
restriction whereby the Auditor-General may
authorise other persons to undertake financial audits
and extend the provisions so that some or all
financial and performance audits could be
conducted by private auditing firms or,
alternatively, so authorities could select their own
auditor, enabling them to choose between the
Auditor-General and private auditors. The
opposition revealed that secret plan - it was secret
at the time - by which, in an unprecedented move,
the Premier, under the cloak of a review of the Audit
Act and allegedly in accordance with national
competition policy was trying to nobble the
Auditor-General.
As I have pointed out in previous debates, the
members of the National Competition COlmcil are
not saying, 'We desperately need the
Auditor-General's office to be reviewed because it is
inefficient, ineffective and uncompetitive' - or
whatever. In fact, the National Competition
Council's legislation review compendium lists the
review of the Audit Act as a low priority. It says that
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the legislation should be dealt with between June
1998 and August 1998.
Hon. Pat Power - So we were misled; the
community was misled.
Hon. T. C. THEOPHANOUS - Unfortunately,
Mr Power, the government has misled the
community throughout this sorry affair. That is part
of the government's pattern. We saw it in the way
the former Director of Public Prosecutions was
treated, and it is being repeated with the
Auditor-General. Why not deal with some of the
other 400 bills in the review compendium, some of
which are listed as requiring urgent, top priority
examination under the national competition policy?
Hon. Pat Power - Obviously they are not
politically urgent.
Hon. T. C. THEOPHANOUS - They are
certainly not politically urgent so far as the priorities
of the government are concerned. I would say the
opposite is true: the government prefers to avoid the
hard work involved in reviewing some of those
pieces of legislation, instead having as its no. 1
priority getting rid of the Auditor-General - under
the cloak of national competition policy.
The opposition has tried to debate the matter in the
lower house. In November 1996 the Leader of the
Opposition moved a motion to do so, but the
Kennett government not only rejected the motion
outright but immediately halted any debate on that
fundamental pillar of democracy. That is the
contempt in which the government holds the
Parliament and the people of Victoria.
The community's initial reaction was one of horror
and opposition. In its editorial of 25 November 1996
the Herald Sun says:
Electors, whatever their political allegiance, should not
tolerate any attempt by the ruling coalition to censure
or subvert the Auditor-General's role.

The Sunday Age editorial of 24 November 1996 states:
The faithful watchdog must remain free, unchained
and unmuzzled to do his job. It is the government's
arrogance on this issue that needs restraining.

Even back in 1996 the newspapers were opposed to
it. In December 1996 the Victorian Council of Civil
Liberties said:
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Together with changes to a variety of statutory
authorities and judicial bodies this latest move
undermines Victoria's commitment to the rule of law
and thereby the capacity of the govemment to deliver
services in the public interest and in a manner
consistent with procedural justice.

On 21 November 1996 the Australian Society of
Certified Practising Accountants said:
Any proposal to interfere with the independence of the
Auditor-General should set alarm bells ringing
amongst the wider population because an independent
auditor is one of the pillars of a democratic society and
one of the very few ways of ensuring proper
accountability.

On 21 November 1996, the Auditor-General himself,
Mr Baragwanath, said:
In my eight years of reporting in the public interest
without fear or favour I view this government action as
representing the greatest threat to the independence
and even the very existence of my role, and to the
Parliament's and community's right to know.

The conservative-dominated Australian Council of
Public Accounts Committees said on 11 February
1996:
The Auditor-General should not be subject to any
direction on how to carry out audits ...
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increasing the cost of FaI requests so that they
became prohibitive for most members.
Let us look at what members of the then opposition
said in 1990 during the debate on the Audit Bill,
which the Cain government introduced not to
nobble the Auditor-General but to increase his
powers. I will quote from the audit legislation that
was subsequently passed. The 1990 Audit Act
contains section 48A(1), which clarifies the
performance audit powers of the Auditor-General:
The Auditor-General may, at such intervals as he Or she
thinks fit, conduct any audit he or she considers
necessary to determine whether a department or public
authority is achieving its objectives effectively and
doing so economically and efficiently and in
compliance with all relevant acts.

So the specific power to conduct performance audits
was given to the Auditor-General by a Labor
government. No matter what Mr Forwood or any
other member of the government say, in the end a
government decides whether or not legislation is
passed, and the Cain government passed that
legislation.
What did members of the coalition say at the time?
They supported the Auditor-General carrying out
performance audits - something the bill seeks to
remove. This is what Mr Hallam had to say.
Hon. D. A. Nardella - He is not in the house.

Hon. Pat Power - Would Mr Forwood have
been at that meeting?
Hon. T. C. THEOPHANOUS - I am afraid
Mr Forwood was at that meeting, Mr Power, and I
will go into that in some detail later. When one looks
at those responses one has to say that the difference
between the way government members have put
their views about the Auditor-General in the past
and the way they have put their current views on
the record is pretty disgraceful.
Hon. Pat Power - A bit like Fa!.
Hon. T. C. THEOPHANOUS - That is a good
analogy, Mr Power: it is a bit like what happened
with the FaI act. Members of the coalition such as
Mr Hallam, the Minister for Finance, and Mr Birrell,
the Minister for Industry, Science and Technology,
who had used FaI to the maximum extent while in
opposition, did a complete backflip in government
by removing important provisions from the act and

Hon. T. C. THEOPHANOUS - He is not in the
house; he is not interested in the debate. He has
decided to take a rest, Mr Nardella, because - Hon. K. M. Smith - On a point of order,
Mr President, the minister is unfortunately absent
from the chamber because some people came in to
meet him and he had to leave, albeit briefly. He will
be back. Mr Theophanous is trying to score cheap
points, which is not appreciated.
The PRESIDENT - Order! That is not a point of
order.
Hon. T. C. THEOPHANOUS - That is typical,
isn't it!
Hon. K. M. Smith interjected.
Hon. T. C. THEOPHANOUS - We will see
whether the government is prepared to have a
serious debate about the legislation. It would have
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been good had Roger Hallam been in the house to
hear what he said back then. One of the things
politicians do not like is to have their hypocrisy
pointed out; and, believe me, the hypocrisy of
Mr Hallam and Mr Forwood, as we will see later, is
breathtaking. This is a nice quote because it applies
equally today as it did back then. Mr Hallam said:
So a clear question mark is raised in respect of the
Auditor-General's powers. That question mark could
not have come at a worse time in this state's history. If
ever we needed an independent, competent, fearless
and authorised watchdog, it would have to be now.
The bill is designed to remove that question mark to
ensure that the Auditor-General does have the
authority to undertake efficiency and effectiveness
audits.

Mr Hallam says he is supporting this bill because it
gives the Auditor-General that power. His next
statement makes interesting reading:
We cannot expect to get value from our
watchdog - and that is what he is - if we keep him
on the chain, no matter how long that chain is.
With this legislation the chain is so long it is
impossible to see the other end. Mr Hallam further
stated:
It must be made clear that there is no restriction on the

powers of the Auditor-General. Honourable members
and indeed individual members of the community
would be relieved to know that we have the
independent and competent authorised
Auditor-General carrying out his role of supervision of
the financial management of the state.
Is he talking about the same Auditor-General as the
one we have today? He is. It is the same person in
the same job. Today, however, Mr Hallam is in
government and wants to nobble the
Auditor-General.
Further on he said:
I have the same objective which the government says it
has: namely, to remove all restrictions, whether real or
perceived, to allow the Auditor-General to carry out the
role which we all presume him to have, including what
is commonly known as a performance audit and not
just the narrow definition of financial compliance ...
there is a far greater benefit to be derived from the
audit process than the mere question of financial
compliance.
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On page after page Mr Hallam makes comments in
support of the Auditor-General. Not only that, he
even supports the Cain government and Mr Cain as
the Premier. Referring to the Auditor-General
having exceeded his powers in the past Mr Hallam
said that the question was academic:
... given the Premier's unequivocal commitment to
ensuring that performance audits fall within the
Auditor-General's authority.
I say here and now that the National Party commends
the Premier for making that commitment and supports
it without qualification.

Mr Hallam commended the then Premier John Cain.
It is a pity the Minister for Finance is not in the
house to hear some of the comments he made back
then.
The National Party ought to listen to what Minister
Hallam had to say back in 1990. I repeat:
... the National Party commends the Premier for
making that commitment and supports it without
qualifica tion.
I look forward to hearing what Mr Forwood will say
about this legislation and how the then opposition
supported the legislation.
We agree; the then opposition supported the
legislation. The trouble is that it does not do so now.
Government members have done a massive backflip
and unfortunately Mr Forwood is a part of that
massive backflip.
To pick up on what Mr Power said previously in
relation to FOI, in the same speech Mr Hallam talks
about information not having been provided at the
level he wanted. He said:
Parliament has seen the government go to court to
protect documents that it deems to be sensitive.
I do not know on how many occasions the Cain
government went to court over documents, but I can
tell you that the number would pale into
insignificance when compared with the number of
times the Minister for Finance and his government
have gone to court over documents under the FOI
system, not to mention the way they nobbled the
whole FOI process.

Mr Hallam stated further:
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... it is unthinkable that the Auditor-General should be
shackled in any way.
Protection that will come only from the knowledge that
his independence, competence and authorisation are

put beyond doubt is necessary. To the extent that the
bill supports that role, the National Party
wholeheartedly supports it.

Hon. Pat Power - He probably had Bill Baxter
come in and say that as leader of the Nationals. He
would have repeated it word for word.
Hon. T. C. TIlEOPHANOUS - He may well
have done that, but unfortunately I don't think so.
The now Leader of the Government and Minister for
Industry, Science and Technology, Mr Birrell, also
spoke on the debate back then and said the
following:
There is a vital need to clarify the rights and powers of
the Auditor-General, who is the financial watchdog of
the state of Victoria. The Premier has no personal
interest in doing so because the natural outcome of the
Auditor-General having reasonable powers is that he
would expose who was responsible for the losses
incurred by various bodies ...

He said that the Premier at that time did not have an
interest in extending the ambit of the
Auditor-General. However, notwithstanding that
fact the Premier of the day did precisely that, so
despite the fact that on narrow self-interested criteria
the then Premier had nothing to gain, he
nevertheless proceeded with this legislation and
passed it.
Mr Birrell then referred to the Auditor-General
carrying out:
... the rigorous pursuit of mismanagement and the
rigorous assessment of the need for efficiency and
effectiveness in government administration.

He concluded by saying:
If the Auditor-General does not do this, who does?

The PRESIDENT - Order! Can you remind me
of the date?
Hon. T. C. THEOPHANOUS - This is
10 April 1990. Finally, he says:

The question becomes: should there be performance
audits in Victoria? The Liberal and National parties do
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not hesitate in reaching a conclusion that there must be,
and we are prepared to suffer them in government.

Apparently they are no longer prepared to suffer
them by the Auditor-General in government. They
are no longer prepared to suffer performance audits.
He continues:
This is not something we want to impose specifically
on the Cain government, we want to impose it on every
government because we believe all governments
should be subject to those standards.

That is what Mark Birrell said in 1990. If one looks at
what the two lead speakers had to say in 1990 one
can see that they had very strong views in support of
the Auditor-General. Mr Birrell finished his
contribution by saying:
His role should be extremely vigorous. As a servant of
the Parliament he is independent in that he acts on
behalf of us all in keeping finances in order, and
independent in that, acting on behalf of us all, he acts in
the public interest and not on behalf of the government,
any minister or indeed any individual member of the
general public.

Back in 1990 Mr Birrell was pointing to the fact the
Auditor-General serves the Parliament - that is, he
serves us as parliamentarians and serves the public.
The Auditor-General does not serve the government;
that is not his task. Of course, it was not only the
front bench, it was also the back bench - Hon. Pat Power - Who was on the back bench?
Hon. T. C. THEOPHANOUS - Mrs Varty
decided to contribute to the debate. She had this to
say in 1990:
The Auditor-General is one of the most important
independent statutory officers in this state, and that
independence must be protected at all costs.

She went on to say:
It is no good the government or the opposition

approving additional scope for the Auditor-General
unless the Auditor-General's office is adequately
resourced to carry out those tasks.

I wonder whether Mrs Varty will apply the principle
about adequate resourcing when she votes on this
bill to slash the resources of the Auditor-General.
Hon. Pat Power - She will oppose it, I'm sure.
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Hon. T. C. THEOPHANOUS - She would have
to if she is to stand by what she said in 1990, but I'm
afraid, Mr Power, that I cannot agree with you. I do
not have your confidence that she will stick by the
principles she enunciated in 1990.
Hon. D. A. Nardella - She is a woman of
principle.
Hon. T. C. THEOPHANOUS - She may well be,
but we will wait to see how she votes on the bill. She
went on to say in 1990:
My final comment is a plea to the government not to
hamstring the Auditor-General, as is happening now
through lack of resources ...

That is typical.
Hon. D. A. Nardella - She could say the same
again this time round.
Hon. T. C. THEOPHANOUS - She could. The
quote continues:
... and to assure that he is able to carry out the functions
Parliament has given him in the past and will further
extend through this bill.
Hon. Pat Power - I think we should call a
quorum so people can hear this speech.
It is indicative of the contempt in which members of

the government hold this place that they do not even
take this debate seriously. Effectively only one
member of the government has been sitting in on the
debate - one person has been here since the debate
began, and that is Mr Forwood. At least he has been
prepared to sit and listen to the debate. The rest are
nowhere to be seen. They are hiding away
somewhere summoning up the courage to vote for
principles that back in 1990 they spoke against. I am
sure Mrs Varty is one of those members who is
steeling herself for the inevitable vote that she will
cast on behalf of the government in direct
contradiction to the comments she made in 1990 in
support of the Auditor-General.
One word describes this piece of legislation being
pushed through by the government - Hon. Pat Power - Shame?
Hon. T. C. THEOPHANOUS - Shame is one
word.
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Hon. Pat Power - Outrageous?
Hon. T. C. THEOPHANOUS - Outrageous is
another. The word that best describes today's debate
and the debate in 1990 is 'hypocrisy' because the
speeches of members of the coalition mae in 1990
could be given by members of the Labor Party
today. In fact I would go so far as to say that if one
of the members of the opposition simply stood up
and read the 1990 speeches of Mrs Varty, Mr Birrell
or Mr Hallam nobody would pick up the fact that it
was a speech made by a member of the coalition.
They would say it must be a speech by a member of
the opposition opposing the Audit (Amendment)
Bill. The comments that were made by members of
the coalition in 1990 stand in stark contrast to what
they are saying today. This is one of the most
hypocritical episodes we have seen in this place.
Hon. Pat Power - Shame!
Hon. T. C. THEOPHANOUS -It is shameful.
As I said, Mr Forwood is one of the members of the
government who has sat through the debate.
Hon. Pat Power - The only one .
Hon. T. C. THEOPHANOUS - Yes, the only
one. Of course, Mr Forwood found himself in an
unfortunate situation.
Hon. D. A. Nardella - What, getting an extra
9 grand a year! Is that unfortunate?
Hon. T. C. THEOPHANOUS - I do not want to
be that unkind. If the government were considering
changing the Audit Act and the role of the
Auditor-General, one would have thought that the
first person it would consult would be the
Chairperson of the Public Accounts Committee,
MrForwood.
Hon. D. A. Nardella -If it was worth its salt,
that is right.
Hon. T. C. THEOPHANOUS - Even if it were
not, one would expect that a government would go
to the Chairperson - their chairperson - of the
Public Accounts Committee because he is the person
who interfaces with the Auditor-General. One
would expect the government to say, 'This is what
we intend to do. What do you think?'
Hon. D. A. Nardella - You're not suggesting the
Premier would bypass Mr Forwood?
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Hon. T. C. THEOPHANOUS - Mr Forwood is
on the record as having said that he knew nothing
about it. He was caught on the hop, without any
knowledge of what the Premier's department was
doing in trying to nobble the Auditor-General. Such
is the contempt in which the Premier holds
Mr Forwood. Rather than saying, 'Hang on a
minute, Jeff, who do you think you are to treat the
chairperson of the Public Accounts and Estimates
Committee in this way?', Mr Forwood meekly and
mildly capitulated.

dance about, and stated that it would guarantee the
independence of the Auditor-General. The letter
further states:

As chairman of the Public Accounts and Estimates
Committee (PABc) Mr Forwood had written a very
good letter to the Joint Committee of Public
Accounts of the House of Representatives.
Unfortunately it was written on 23 September
1996 - before Mr Forwood discovered the Premier's
intentions - and he was then on the side of the
Auditor-General, of course. He thought he would
big-note himself with the Joint Committee of Public
Accounts by saying how strongly he supported
auditors-general. The letter states:

So back in September 1996 he did not make too big a
song and dance about making the Auditor-General
an officer of the Parliament, yet now he says that it is
the major reason why the proposed legislation is so
good. We all know it is just a symbolic exercise.

This committee understands there are a number of
legal and operational consequences which would arise
out of the proposal to make the Auditor-General an
'officer of the Parliament'. Rather than pursue this
option, the PAEC support the inclusion in legislation of
a provision which gives explicit recognition to the
Auditor-General's functional and audit independence.

What did Mr Forwood do at the biennial conference
of the Australasian Council of Public Accounts
Committees held on 10 and 11 February 1996? Of
course by that time he knew what was happening.
Hon. Pat Power - He was starting to smell a rat?

This committee endorses the broad thrust of the papers

prepared by the Australasian Council of
Auditors-General with the following additional
comments.
First he endorsed what was said in the paper
prepared by the Australasian Council of
Auditors-General about the need for independence
of the Auditor-General, including operational
independence. Under the heading 'Mandate and
scope of independence', the letter states:
This committee believes there should be no external or
organisation impainnent to restrict the
Auditor-General in discharging his or her audit
functions.
In September 1996 Mr Forwood wanted to even
strengthen what had been said by the Australasian
Council of Auditors-General.

Hon. Pat Power - He just agreed with what
Mr Hallam and Mr Birrell said when in opposition!
Hon. T. C. THEOPHANOUS - He probably
agreed with them in opposition, but unfortunately
he is not prepared to carry that through in
government.
In the letter of September 1996 he referred to making
the Auditor-General an officer of the Parliament,
which the government has made a big song and

Hon. T. C. THEOPHANOUS - By this time he
had been pulled into line. He did the first of a
number of backflips. The trouble was that back in
February of 1996 Mr Forwood did not know what
the eventual outcome would be of the review of the
Audit Act. He knew a review was taking place, but
he did not know what conclusions would be reached
because they were not available until April.
A t the biennial conference in February 1996
Mr Forwood was keen to establish some credibility
by, on the one hand, supporting the Auditor-General
and, on the other hand, suggesting there was
nothing wrong with undertaking the review.
Mr Forwood is indicating now that he agrees with
that assessment of his position at that time.
As to the first part of his position, he decided to
second the following motion:
The Auditor-General should have the sole power to
carry out, or designate an auditor to carry out, the
external audit on all agencies which are owned,
controlled or substantially responsible to government.
The motion was moved by Tasmania and seconded
by Victoria - that is, by Mr Forwood. I need to read
the first part of the motion again - and honourable
members must remember that it was supported by
Mr Forwood in the context of his not knowing what
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the conclusion of the review would be. The motion
states:
The Auditor-General should have the sole power to
carry out .,.

1 am sure Mr Forwood will say that by 'the sole
power to carry out or designate an auditor to carry
out' an audit he meant that it is must be one or the
other, that it cannot be both.
Hon. Pat Power - Are you suggesting this is the
point at which Mr Forwood started to go to water?
Hon. T. C. THEOPHANOUS - No, Mr Forwood
agreed with the motion because he did not know
then that the Auditor-General would be given
absolutely no power to audit. He thought that the
Premier, even with his track record, would see the
some sense in allowing the Auditor-General at least
some scope to carry out a limited number of audits.
He thought, '1 shouldn't have any problem with this,
as it says "to carry out or designate"'.
Back then the debate was on the question of
competition and whether the Auditor-General
should be competing with the private sector by
having a process that involved the contracting out of
audits. Mr Forwood agreed that the Auditor-General
should have the sole power to carry out or deSignate
an auditor to carry out an audit. Now he has
dropped the first part of that - he does not agree
the Auditor-General should have the sole power to
carry out an audit - but he agrees with the second
part of the motion. It is another backflip on a motion
he seconded in February 1997.
!vir Forwood was a bit concerned about all this, and

when debate on the motion neared conclusion he
decided he would move an amendment to the
motion. Before I go into what happened in this
grubby little episode I shall quote the motion that
had been moved and was later agreed to
unanimously by ACPAC in February 1997.
Honourable members should remember that
ACPAC comprises representatives of all Australian
public accounts committees. 1 also I remind the
house that in February 1997 Mr Forwood did not
know that the Premier planned to remove entirely
the operational independence of the
Auditor-General.
I have already indicated the part of the motion that
relates to the sole power to carry out or to designate
an auditor to carry out external audits of all agencies
that are owned and controlled or substantially
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responsible. With regard to the minimum
requirements for the independence of the
Auditor-General, under the heading 'Operational
independence' the motion states:
The audit mandate should be extensive and include
financial statements and controls; compliance with
legislation; the efficiency and effectiveness of the use of
public moneys, as approved by the Parliament in each
jurisdiction ... The Auditor-General should not be
subject to any direction in how to carry out these
audits; the Auditor-General will be free to determine
the audit program, including the bodies to be audited,
the nature and scope of audits, who will carry out the
audits and the priorities for audits ... The
Auditor-General should have access to all infonnation
necessary to carry out audits. This access should be
subject to strict confidentiality requirements to ensure
that all infonnation is used only for purposes set out in
the Auditor-General's legislation ... The Audit Office
should be either a statutory authority or established by
separate legislation. The Auditor-General should be
responsible for the resourcing decisions within the
office ... In cases where the Audit Office does not raise
revenue, the resourcing decisions of the Audit Office
should be by means of a parliamentary allocation ...

The motion refers also to the Auditor-General being
responsible for the resourcing decisions within his
office. The motion was passed unanimously by
ACPAC, but Mr Forwood did not know then the
extent to which the Auditor-General was to be
nobbled by the Premier, and that is why he
supported the motion on the operational
independence of the Auditor-General. In order to
lick the boots of the Premier for his own
advancement, Mr Forwood moved a disgraceful
three-point amendment to the motion, which noted
that an Independent Commission of Review of the
Victorian Audit Act was under way and was
examining Victorian legislation relating to
competition policy. The third point states:
ACPAC endorses the Victorian review as a legitimate
process and notes that any proposed alterations to the
Audit Act 1994 arising from the review will be subject
to consideration and approval by the Victorian
Parliament.

What a suck-up job! Mr Forwood put this before
ACP AC. He managed to get another representative
of a Liberal government - in this case it was the
commonwealth - to second the motion. The
chairman told Mr Forwood that there was a problem
with the suggested amendment because it related to
a specific state and that the motion dealt with the
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overall issue of accountability. As a result the
seconder of the amendment, Mr Somlyay, decided to
walk away from Mr Forwood stating:
My colleague from Victoria may not agree with me but
as the seconder of the motion I have difficulty with
incorporating it.

The chairman then said:
If the seconding of the motion is withdrawn and it is
not otherwise seconded, its present status, which is an
amendment to the substantial report, will lapse.

Of course, Mr Somlyay, the commonwealth
representative, then said:
I no longer second the motion.

He pulled the rug outfrom under Mr Forwood and
the amendment was withdrawn. The motion
supporting the operational independence of the
Auditor-General was then passed unanimously.
That was not enough for Mr Forwood. He then
decided to have a second go! After the committee
dealt with the first motion Mr Forwood moved
another motion, which was challenged by a number
of people, including me. When raising a point of
order 1 stated:
The review in Victoria is about conSidering whether the
Auditor-General should have this power. To endorse
that review is to endorse a notion that we should bring
into question whether the Auditor-General should have
the sole power to carry out these external audits. As a
group the council has already ruled on that and,
therefore, this particular motion is out of order. I
submit that you should rule it out of order.

The chairman subsequently ruled it out of order.
Hon. D. A. Nardella - He was saved the
embarrassment, wasn't he?
Hon. T. C. THEOPHANOUS - No, he wasn't.
Mr Forwood had to be able to tell the Premier that
he had done everything he could for the outrageous
changes the Premier had not even told Mr Forwood.
about in the first place. Mr Forwood then moved
dissent from the Chair.
Hon. D. A. Nardella - Did he? He went to the
extent of moving dissent from the Chair!
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Hon. D. A. Nardella - Not only did the
commonwealth do him in; his own people did him
in!
Hon. T. C. THEOPHANOUS - The chairman
asked Mr Forwood whether he would move dissent
from the ruling of the Chair and Mr Forwood said, '1
move dissent'. Who did he get to second that
dissent? By this time almost everyone at the
Australasian Council of Public Accounts
Committees had had enough of Mr Forwood, but he
managed to get the Northern Terri tory to second his
dissent motion.
Hon. D. A. Nardella - A further embarrassment.
Hon. T. C. THEOPHANOUS - It was a further
embarrassment. It is the same Northern Territory the
government points to as an example of the public
auditing it believes we should have in Victoria. The
chairman put the motion and declared:
On a show of hands I declare the motion for dissent
from the ruling of the chairman in respect of the closure
of this debate lost.

After the Premier had not had the courtesy to tell
Mr Forwood what he was up to, Mr Forwood went
off to do the Premier's bidding at the ACPAC
meeting in Sydney, but he could not even get the
support of Liberal conservative governments around
Australia. The house should remember that the
council is based on one vote per jurisdiction: Victoria
has one vote; New South Wales has one vote; and so
on. At the time the meeting was held there was one
Labor government in Australia - in New South
Wales - and conservative governments in the
commonwealth, the Northern Territory,
Queensland, South Australia, Tasmania, Victoria,
and Western Australia.
One would think Mr Forwood would have been able
to get up his motion to attack the Auditor-General
and to indicate that Victoria should have the green
light to nobble him. What did those other
conservative governments say? They said, 'No, we
don't agree with you'. Mr Forwood should have had
the guts to stand up to the Premier.
On a personal level I have a great deal of respect for
Mr Forwood. I understand that he was and
continues to be in a difficult position. At some stage
we have all had to endure that difficult position; we
have all been there.

Hon. T. C. THEOPHANOUS - Yes, he did.
Hon. D. A. Nardella - You have been there!
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Hon. T. C. THEOPHANOUS - In the past I
have been chairman of the public accounts
committee and I recognise that there are real
pressures from a government that, in the end, does
not want to have all the scrutiny that might be
available. As a member of a government one has an
obligation to that government. However, the role of
the chairman of the public accounts committee is to
protect the interests of the public and all members of
Parliament, not just the interests of the government.
I understand that all member of the house want a
future and that we have self-interests. I have urged
Mr Forwood to consider the fact that sometimes
when you bring your own side back from the brink
it is not detrimental to your political future; in fact, it
may well help it.
I take the house back to the period when I was
chairman of the public accounts committee. I do not
suggest that as a committee back then we did things
any better or any worse, but it is possible for public
accounts committees with a common goal - such as
public accountability - to produce reports that are
critical of government; it is possible to engage the
Auditor-General in healthy debate while at the same
time supporting him; it is possible to do those things
together.
During the early 1990s reports were produced on
matters arising from the Auditor-General's report on
ministerial portfolios. The first report I was involved
in as chainnan was produced in May 1990. It states:
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The public accounts committee certainly understood
that there was a big difference between public sector
and private sector auditing. The then Economic and
Budget Review Committee also understood its role
in creating a balance. It is for that reason that its
May 1990 report states:
The committee is not, however, a mere cheer squad for
the Auditor-General. There are issues where there are
legitimate differences of opinion between the
Auditor-General and agencies under audit in respect of
appropriate reporting or management practices.
Moreover, it is no criticism of the office to say that the
Auditor-General does not invariably 'get it right'.

The committee understood that it was all right to
criticise the Auditor-General but recognised that he
should be supported.
A subsequent report in November 1990 makes a
number of points about the Auditor-General's
processes. The report was put together in the context
of strong opposition to the Auditor-General from
within the government of the time and is very
critical of him. For instance, in relation to a number
of claims the Auditor-General had made in his
report on ministerial portfolios, it states:
The Auditor-General's estimate of $7.8 million in
irregular payments on works and services within the
Ministry of Education was subsequently determined -

by the committee The accountability mechanisms which have evolved in
the public sector are unique. The most important of
these accountability mechanisms is the electoral process
itself. There are, however, a number of other crucial
links in the chain of public sector accountability.
Auditor-General review is one of these, and closely
associated with it is the role of parliamentary public
accounts committees ... Public sector audit is very
different from private sector audit -

the committee well understood this important point
thenThe scope of the audit report provided by private
corporations to their shareholders is usually
exceedingly limited. Commonly, it is confined to the
mere attestation of the financial statements and
compliance with the companies code. Moreover,
because corporate management normally initiates the
appointment of auditors, and because accounting firms
compete vigorously for audit work, the independence
of audit is sometimes questionable.

to be only $2.3 million. This represents an error rate of
239 per cent.

The committee also disagreed with the
Auditor-General on school cleaning costs. The report
states:
... based on a larger sample of schools and the payment
of award rates to school cleaners, the $34.6 million
potential savings identified by the Auditor-General
were overstated by as much as $24 million.

In 1990, in the heat of political debate, the committee
criticised the Auditor-General, yet in conclusion the
report states:
Despite these criticisms the Auditor-General has an
important role in raising concerns which are of public
importance regarding the administrative and financial
performance of agencies.
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Despite its criticisms the committee supported the
Auditor-General's right to make his findings. The
process I have described is part of the healthy debate
in Parliament and in the community. In the same
report the committee was also critical of the
government. At 4.3.3 the report states:
The corrunittee finds that there were dear breaches of
Treasury regulations within the Ministry of Education
in that documents were erroneously endorsed to
suggest that goods and services had been received,
when in fact they had not. This enabled prepayments to
be made from 1988-89 Office of Schools Administration
works and services allocations.

At that time the committee was prepared to be
critical of both the government and the
Auditor-General. The report further states:
However, as referred to above the extent of these
prepayments was not as great as the estimate provided
by the Auditor-General.

That is balanced reporting by the public accounts
committee. If the Auditor-General was wrong he
was told he was wrong, yet his right to do his audits
was vigorously defended, even in the context of his
being wrong in the committee's view.
I address these comments specifically to
Mr Forwood. I was in a similar position to
Mr Forwood's when the Economic and Budget
Review Committee produced its 30th report to
Parliament - I was chairperson of the committee.
The committee was asked by the government to
examine issues raised by the Auditor-General in
relation to the implications of the 1989-90
consolidated fund $35 million interest-swap
transaction.
At that time membership of the public accounts
subcommittee included the Honourable James
Guest, a former member of this house, and Mr Clark
and Mr SteggalI- the honourable members for Box
Hill and Swan Hill in the other place.
Mr Honeywood, the current Minister for Tertiary
Education and Training, and Mr Hallam, the current
Minister for Finance, were members of the full
committee. The committee had the benefit of
considerable expertise on both the government and
opposition sides.
The issue before the committee was that in
September 1990 the Auditor-General had issued a
notice under the provisions of the Audit Act to the
Treasury to show cause why expenditure of
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$35 million on financial charges should not be
disallowed, because in the opinion of the
Auditor-General it had been incurred without
parliamentary authority. Without going into the
detail of the $35 million swap transaction, both
Labor and the conservative members of the
committee were prepared to bring down a report
critical of the government at that time. All of the
committee's members were under pressure, but in
the end the committee came through for the public
good. The introduction to the report states:
The Public Accounts Subcommittee's inquiry
confumed that $35 million has been spent without
parliamentary authority and members from both sides
of politics were prepared to say that this had occurred.
In the best traditions of public accounts committees,
members believed that protecting the interests of the
public account was paramount.

I ask no more than that of Mr Forwood as
chairperson of the Public Accounts and Estimates
Committee, of Mr Hallam, who was on the
committee at that time, and of all honourable
members. Anyone who read the recommendations
of the committee would say, 'Well, that committee
obviously had the courage to get up and criticise the
government despite the fact that it was controlled by
the government'. I know the cheap shot from the
government side will be, 'You had more to criticise
back then', or something along those lines. The fact
is that the scrutiny of public accounts is something
that goes across governments and eras. We ask the
government simply to apply the standard we
applied then. I do not expect Mr Forwood to do
everything on his own. I know it is tough when you
are in government and you have a Premier who is
determined that his will will prevail. You have to
balance your personal interest, your desire to make a
contribution to the community and notions of public
accountability.
I also know that Mr Forwood fought within his
party to moderate some of the clauses, perhaps with
some success, although I do not know. That is a role
I would have expected him to play as the chairman
of the Public Accounts and Estimates Committee.
However, it reaches a point where what you are
being offered is not enough to guarantee that the
public accounts will be properly scrutinised and
where you can no longer say, 'It is better that I
accept some of the changes that at least moderate the
worst effects of the legislation than take a final stand
and oppose it'. Mr Forwood made the judgment that
it was better to get some changes that moderated the
government's initial stand, modest though they
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were, than to say, 'I am opposing this outright' and
running the risk of ending up with a bill that was
worse than the one we are debating. I understand
the logic, but the trouble is that the bill we now have
is not good enough. Somebody on the government
side ought to be prepared to say it is not good
enough.
Hon. Pat Power - Mr Forwood will.
Hon. T. C. THEOPHANOUS - I live in hope
that Mr Forwood might be prepared to say it is not
good enough. TItis is not just about Mr Forwood,
because he is not the only government member of
the committee. The Public Accounts and Estimates
Committee had the opportunity to take a lead on
this. If all the members of the committee had said in
unison, 'We do not agree with the legislation', I do
not believe even the Premier would have been
prepared to continue with it in its current form but that did not happen.
We come back to the question of why the changes
are being made. I have already pointed out that the
changes are not urgent so far as national competition
policy is concerned. That is clear from all the
information we have, including the government's
agreements with the National Competition Council.
The legislation is also unnecessary when one
examines whether the Auditor-General has been
doing a good job. When you are reviewing
something the natural thing to say is, 'If it is not
working, maybe we should consider changing it'.
The first question that should have been asked is: is
the Auditor-General doing his job efficiently and
effectively?
Hon. Pat Power - You would want to see
whether it was broken.
Hon. T. C. THEOPHANOUS - The trouble is
the government had already tried that little trick on
three separate occasions, with three separate reports.
Hon. Pat Power - It came unstuck.
Hon. T. C. THEOPHANOUS - Each of these
three independent reports came up with the same
conclusion, that the Auditor-General was doing his
job efficiently and effectively. The first report,
entitled Report on Performance Audit of the
Auditor-General of Victoria Pursuant to Section 48B of
the Audit Act 1958, was conducted by Fergus Ryan,
who said, in part:
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In Victoria, the central agencies (Department of the
Premier and Cabinet, Department of Treasury, Ministry
of Finance, and the Public Service Board) have primary
responsibility for system-wide risk identification,
mOnitoring and control. Consequently, my evaluation
of the Auditor-General's planning process commences
with a review of the role of the central agencies.

He went on not only to strongly support the view
that the Auditor-General was doing a good job but
also to say it was imperative that the
Auditor-General be the auditor of those central
agencies and the risk management they undertake.
The next important question is: does the
Auditor-General do his job in a way that minimises
any risks to Victoria? I notice that the Premier has
again shot his mouth off on the matter, as have other
government members, saying that the
Auditor-General was at fault for not picking up the
problems with, for example, the State Bank and
Tricontinental. Of course he did not - because he
was not the auditor! If it was anybody's fault, it was
ours as members of Parliament because we allowed
a situation to develop where the Auditor-General
was not the auditor of some of those bodies.
It is worth recalling what happened on that

occasion. Private sector auditors audited
Tricontinental and the State Bank but did not pick
up the risks involved. They did not do their job
properly, so much so that the government was able
to sue them and recover millions of dollars in
damages. I cannot recall the exact amount, but I
believe more than $100 million was recovered from
the private sector auditors of Tricontinental. That
was the result of one occasion on which we put the
auditing function into the hands of the private
sector. Do you know what is different about this
legislation, Mr Nardella, which people may not have
picked up?
Hon. D. A. Nardella - What?
Hon. T. C. THEOPHANOUS - The legislation
will lead to worse situations than the Tricontinental
situation, because if a private sector firm makes an
absolute mess of an audit, it will not uncover the
corruption, waste and poor use of resources. As a
result of Tricontinental millions of dollars of
government money was lost. Under this legislation it
would not be possible to sue those auditors, unlike
the situation with Tricontinental where the legal
action involved more than $100 million. The reason
they cannot be sued is that they do not sign off the
audit; the Auditor-General has this monstrous stamp
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to wield when he says, 'TIris is all right', because he
has no staff to look at the audit. The responsibility
for audits is taken by the public, through the
Auditor-General. I look forward to the government
producing a legal opinion showing that what I say is
not correct and that private auditors will be taken
before the courts.

Mr Deputy President, you were a member of the
Public Accounts and Estimates Committee when it
produced its second report in November 1993. At
that time the committee was chaired by Mr Graeme
Weideman, who opposes these changes to the Audit
Act. Mr Weideman has the guts to say the
government's amendments are not right. In the
chairman's introduction to the report Mr Weideman
states:
Overall audit conclusions were very favourable.
Mr Ryan concluded that the Auditor-General is
meeting his objectives effectively, economically and
efficiently and that the direction and momentum of the
Audit Office are positive and constructive. This
represents a substantial achievement for any Audit
Office and on behalf of the committee I congratulate the
Auditor-General and his staff on this achievement. The
findings of this inquiry provide further support to
Mr Ryan's overall conclusions.

In 1993 the Public Accounts and Estimates
Committee congratulated the Auditor-General on
doing a good job, and Mr Hall was a member of that
committee and therefore a party to the
congra tulations.

Tuesday, 9 December 1997

The Auditor-General, in accordance with the
recommendations outlined in Mr Fergus Ryan's report
on the performance audit of the Auditor-General,
should review the critical objectives of the central
agencies each year in order to determine whether the
agencies are achieving those objectives.

I was a member of the committee at that time and I
have not changed my position. Mr Hall was also a
member of the committee but he must have changed
his views because he apparently supports the
proposed legislation. The report supports the
Auditor-General and says he is doing a good job.
Mr AIan Talbot, who produced the Price
Waterhouse report of September 1995 entitled
Auditing in the Public Interest, in stating his opinion
and conclusions said:
Overall the office is conducting performance audits
effectively and efficiently. The quality of performance
audits is good, especially taking into account the
limited resources available. Better performing offices
such as the Office of the Auditor-General of Canada
and the National Audit Office in the United Kingdom
have far greater resources and are generally ahead of
the Victorian office in the development and practice of
performance auditing, while Australian state and
Canadian provincial audit offices are generally well
behind Victoria.

In the summary of major findings and conclusions,

In other words, only the largest and best resourced
offices are ahead of the Victorian Auditor-General's
Office, and prOvincial Canadian audit offices and
state audit offices in Australia are behind the
Victorian Auditor-General's Office.

under the heading 'Risk Assessment', the report
states:

Mr Talbot also concluded that the Auditor-General

The Auditor-General is best placed to assess the
adequacy of risk management within the central
agencies given his legislative responsibilities and the
collective knowledge of the Victorian public sector
within the Audit Office.

was being nobbled, although he did not use that
word, because of a lack of resources. He states:
It is my personal view that progressively increasing the
resources for performance auditing by 30 per cent a

year towards the same level as financial statement
auditing is practical and desirable, and together with
some changes in approach, would ensure a greater
coverage than the modest level now obtained.

Under this legislation the authority of the
Auditor-General to assess central agencies will
disappear, yet the report says the Audit Office is
best placed to assess the adequacy of their risk
management. I do not think many things have
changed since 1993 when Mr Hall and other
members of the committee supported the
Auditor-General's Office.

Mr Talbot supports the notion of an increase in the
level of resources for the Auditor-General's Office.
Mr Talbot conducted two surveys, one of members
of Parliament and the other of auditees around the
state.

Recommendation 3.1 of the committee's report states:

Sitting suspended 1.00 p.m. until 2.02 p.m.
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Hon. T. C. THEOPHANOUS - Before the
suspension of the sitting I was discussing one of
three reports on the operations of the
Auditor-General. The latest report - it is dated
September 1995 - Auditing in the Public Interest, by
Price Waterhouse states that 'Australian state and
Canadian provincial audit offices are generally well
behind Victoria' in the efficiency and effectiveness of
their audit offices.
On behalf of Price Waterhouse, Mr AIan Talbot
conducted a survey of members of Parliament to
gauge their level of satisfaction and support for the
Auditor-General. The results of the survey make
interesting reading:
The overall assessment of the Auditor-General's Office
by parliamentarians responding to the survey was very
positive; 69 per cent of respondents were very satisfied,
rating their satisfaction 6 or 7 on a 7-point scale and
view the Auditor-General's Office as a valuable
resource to the state of Victoria.

I do not know how many government members
responded to that survey but the majority of
members who did respond said the
Auditor-General's Office was a 'valuable resource'
for Victoria. Yet, now government members intend
to vote in support of the proposed legislation. They
should be ashamed of themselves. That survey is yet
another example of government members being
prepared to reply to a confidential survey - to say
that the Auditor-General is doing an excellent
job and that his office is a valuable resource - but
when it comes to standing up to the Premier on this
issue they go to water.
Mr Talbot also conducted a survey of auditees that is, the people audited by the Auditor-Generalto evaluate the performance of the Auditor-General.
It is not surprising that of the 60 auditees surveyed,
only 28 per cent reported that overall they were
'very satisfied'. I remind the house that 69 per cent
of parliamentarians said they were 'very satisfied'.
One would expect that to be the case; after all is said
and done, the Auditor-General audits government
business enterprises and ministries. One would
expect government agencies would not like being
audited by the Auditor-General but members of
Parliament would be keen to ensure such
organisations were properly audited. I repeat for the
benefit of government members that the level of
support for the Auditor-General is higher among
parliamentarians than it is among those
organisations the Auditor-General audits and
criticises, year after year, for wasting money.
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It is rather bizarre that the Premier should say that
his departmental heads support the changes
contained in the legislation and do not support the
Auditor-General. The Premier has said, 'Even the
heads of departments support the changes'. Why
wouldn't they? Of course they support the changes,
because the legislation will lead to less scrutiny of
their operations.

Another interesting aspect of the response by
auditees to Mr Talbot's survey is contained in his
report:
auditees were more satisfied with the engagement
team, technical knowledge, and sensitivity of the
Auditor-General's Office ...

Basically the findings were that although only 28 per
cent of auditees supported the Auditor-General,
they had respect for him because of his technical
knowledge and the effectiveness of his engagement
teams.
The survey asked for comments about the
competence of auditing teams. Those being audited
thought the Auditor-General was doing a good job.
The conclusions section on page 3 of the report states:
I have formed the view that, in relation to performance
audits, the Victorian office is well to the forefront
amongst smaller audit offices.

The report confirms the point made in the two
earlier audits: that the Auditor-General is doing his
job well. Mr Talbot goes on to say at page 4:
The office of the Auditor-General is well placed to meet
the challenges of the next few years after two years of
major restructuring. The corporate plan and business
plans are adequate and appropriate to the stage of
development of the office. The people are highly
motivated, the methodologies are basically sound and
the management processes satisfactory.

He concludes with the follOwing comment:
The Auditor-General and the office are to be
commended on their achievements in a difficult period
of change.

That third report makes the same fundamental
point: the Auditor-General is doing a good job, runs
the office efficiently and effectively and is at the
forefront of public accountability and audit by world
and interstate standards. It is an office of which we
in this state should all be proud, not one that we
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should be trying to nobble, as the current
government is attempting to do.

or Tricontinental and the Auditor-General has
overall coverage.

Much has been made of the point that the
Auditor-General actually contracts out a great deal
of his work already. In fact, the government keeps
putting around the figure of 75 per cent, but it is
75 per cent of the audits by number, and many of
these are very small. They are certainly not the major
audits of the central agencies and so on, which the
Auditor-General has always done. The
Auditor-General has always audited the Premier's
department, the Treasury and other major central
agencies.

Finally, Mr Talbot believes the Auditor-General
ought to be appointed by the Parliament and not by
the executive. That is something the opposition has
supported strongly. However, notwithstanding the
fact that the Auditor-General has been made an
officer of the Parliament, the Speaker and the
President will not be given the power to appoint the
Auditor-General. The next Auditor-General will be
appointed by one man - Premier Jeff Kennett. He
will appoint whomever he wants, and we are likely
to get the same calibre of biased individuals that we
got for the conduct of the Maddock committee
inquiry - people who have conflicts of interest in
their own right. Report no. 3 again supports an
independent Auditor-General. It says the present
Auditor-General has been doing his job well, that he
is efficient, effective and competitive, and that he is
comparable to Auditors-General from around the
country and the world.

At page 18 of the report Mr Talbot says in relation to
the use of agents:
Whereas it has been appropriate and successful for the
office to contract out to agents audits such as hospitals
and universities, in my view it will continue to be
important for the Auditor-General's office to audit at
least the central agencies which are key to the
management of public sector risk and where it is
essential for the auditor to be totally independent of
conflicts that might be seen to arise in the private sector.

It is not only the opposition and the public accounts
committee that identified the problem of conflict of
interest with the use of private sector auditors; in his
review Mr Talbot of Price Waterhouse also identified
it as a problem. Notwithstanding that
Price Waterhouse is itself a private company,
Mr Talbot was prepared to say in his report that it is
essential for the auditor to be totally independent of
conflicts that might be seen to arise in the private
sector. He goes on to say:
In my view it is also important for the office to retain

some practical auditing experience and skill base in
order to be able to effectively manage agencies and
fulfil its mandate.

The recommendations of this highly respected
auditor, Alan Talbot from Price Waterhouse, have
been thrown out of the window and totally
disregarded. At page 56 he states:
The Auditor-General should be nominated auditor for
all entities controlled by the state.

He even seeks to extend the ambit of the
Auditor-General's role to companies that are
controlled by the state so that the circumstance does
not arise as it did in the past where the
Auditor-General was not able to audit the State Bank

Many people have come out in support of the
Auditor-General- unfortunately to no avail, it
appears, because this Premier and this government
have not taken notice.
I have already mentioned the all-party
parliamentary committee on public accounts of the
House of Representatives. It states in a letter dated
23 September 1996:
This committee believes there should be no external or
organisational impainnent to restrict the
Auditor-General in discharging his or her audit
functions.

It wrote to governments requesting that a suitable
government representative appear before it to
explain why the Auditor-General should be
included in the national competition policy
review and to request the Oerk of the Legislative
Assembly to seek and provide independent advice
in relation to whether the current review is ultra
vires to the relevant competition policy legislation.
In addition, the executive director of the Australian
Society of Certified Practising Accountants attacked
the proposed changes in a media release on
21 November 1996, in which he declared:
Any proposals to interfere with the independence of
the Auditor-General should set alann bells ringing
amongst the wider population because an independent
auditor is one of the pillars of a democratic society and
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one of the very few ways of ensuring proper
accountability.
The society has maintained that position. It has tried
to engage the government in debate. It has made
propositions to the government, some of which the
government took on board. However,
notwithstanding the fact that the government tried
to claim that the society supported the bill, the
society has made it clear that its fundamental
concern about removing the Auditor-General from
control of Audit Victoria and therefore from the
capacity to conduct audits in his own right has not
been addressed, and as a consequence the society
cannot support the bill.
The New South Wales Auditor-General,
Tony Harris, has also supported the Victorian
Auditor-General, citing the Fitzgerald and WA Inc.
royal commissions into corruption, both of which
emphasised the importance of having an
independent Auditor-General. They listed as one of
the most important things the need to have an
Auditor-General who was not only independent in
name but also had the capacity to examine
corruption in detail. Unfortunately, this bill removes
that capacity from the current Victorian
Auditor-General, and for that reason it ought not be
supported by members of this house.
In November 1996 Mr Peter Costello announced his
intention of enhancing the independence of the
federal Auditor-General. The President of the Law
Institute of Victoria, James Syme, attacked the
proposals, arguing that the changes completely
misconceived the role of the Auditor-General. The
Honourable Graeme Weideman, who chaired the
Public Accounts and Estimates Committee between
1992 and 1996, said it was vital that the
Auditor-General maintained total freedom. He said:
I cannot overstate the great importance placed by the
committee and myself on ensuring the continuation of
an independent and strong office of the
Auditor-General.

Mr Weideman cited the 1995 independent review
into the office of the Auditor-General, which I have
quoted from, as proving that the office ran
effectively, economically and efficiently.
Mr Baragwanath's immediate predecessor, Richard
Humphry, who is now the managing director of the
Australian Stock Exchange, has been reported in
various articles, particularly one published in the
Sunday Age of 24 November 1996, as defending the
need for an independent Auditor-General.
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A number of prominent Victorians have stood up for
the Auditor-General in various articles published in
the newspapers. They include Andrew Smith, the
executive director of the National Institute of
Accountants; Stephen Harrison, the executive
director of the Institute of Chartered Accountants in
Australia; and Professor Bill Russell, the director of
the Monash University Graduate School of
Government - just to name a few. We have also
read editorial after editorial on the matter in the
Herald Sun, the Age and the Australian newspapers.
In its editorial of 22 November 1996, the Age
expressed its contempt for the government's
proposed changes, declaring it to be a seditious idea
tha t should go no further. Another article in the Age
published a week later on 29 November says:
Mr Baragwanath is just the sort of troublesome priest
that an autocratic government might be pleased to be
rid of. And one that the public desperately needs.

People from all walks of life have come out to
defend the Auditor-General. Survey after survey has
shown that the majority of Victorians do not agree
with or support the changes. That has not stopped
one man from continuing to exert his will - in a
way reminiscent of totalitarian dictators.
Despite all the criticism and concern, the review
panel gave the Premier what he asked of it. Its
findings, which were published in April 1997,
surprised absolutely no-one. The panel
recommended a model that in every sense delivered
the blows to the Auditor-General's independence
the Premier had asked it to deliver. The model was
designed to strip the Auditor-General of his powers,
staff and resources. The role of the Auditor-General
was to become symbolic: he would be forced to
wander Parliament, unable to properly audit the
government, looking for something to do.
Hon. Bill Forwood interjected.
Hon. T. C. THEOPHANOUS - That is not a
quote. The review panel delivered what the Premier
wanted - and no wonder, because he hand-picked
them. Not even the Chairman of the Public Accounts
and Estimates Committee was consulted or told who
they were. The panel recommended that the role of
the Auditor-General be limited to signing off the
audits that were conducted by his former
department, which was to become known as Audit
Victoria. It recommended that he lose access to that
body and its resources altogether.
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'This is part of the sad litany of events that has led to
the erosion of democracy in this state over the past
five years. There is a history of continual hypocrisy
and backflip after backflip. As I have said, in 1990
the speeches on the Audit Bill by the present
Minister for Finance, Mr Hallam, the present
Minister for Industry, Science and Technology,
Mr Birrell, and the present Secretary to the Cabinet,
Mrs Varty, could have been made by members of
today's opposition. Anyone on this side of the house
could have given Mrs Varty's speech or Mr Hallam's
speech. They both defended the Auditor-General
and argued passionately not just for his retention
but for the retention of his powers - and Mrs Varty
even argued for an increase in his resources.
Hon. Pat Power - What did Rosemary say?
Hon. T. C. THEOPHANOUS - Mrs Varty
said-Hon. R. I. Knowles interjected.
Hon. T. C. THEOPHANOUS - She is probably
not interested in what she said back in 1990, and
Mr Hallam will not remember what he said then,
either. However, both of them made the sorts of
points that will be made by members on this side of
the house today.
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the past few years the Auditor-General has found
that, for example, the government's contracting out
of ambulance services:
... at best involved serious mismanagement, at worst
constituted corrupt activity.

Hon. Pat Power - No wonder they want to shut
him up.
Hon. T. C. THEOPHANOUS - The
Auditor-General is doing his job as he should. In his
own words, he is 'uncovering mismanagement and
corrupt activity'. Why wouldn't a government such
as this want to silence such a critic?

In his contribution to the 1990 debate on the Audit
Bill Mr Birrell said that Premiers did not like
Auditors-General and that they were all subject to
criticism - and he agrees with that even today. The
difference is that the former Premier, John Cain, Jr,
introduced legislation that strengthened the role of
the Auditor-General. That legislation, which was
passed by both houses, gave the Auditor-General
the power to conduct performance audits. The
opposition will outline a range of ways in which the
Auditor-General has criticised the government, after
question time.
Debate interrupted pursuant to sessional orders.

Hon. Pat Power - What, supporting the
Auditor-General ?
Hon. T. C. THEOPHANOUS - Absolutely
supporting the Auditor-General. As I said,
Mrs Varty not only supported him but argued for an
increase in his resources. Now Mrs Varty is about to
vote for a bill that will savagely cut his resources.
It is no wonder the government has attempted to
silence the critic. The Premier has become
increasingly intolerant of his independent stance
and his criticisms of the government's performance.
He has decided the Auditor-General is the next cab
off the rank after the former Director of Public
Prosecutions, the former Commissioner for Equal
Opportunity and the former judges of the Accident
Compensation Tribunal, as well as a host of others
who have been nobbled over the past five years.

The Auditor-General is the big-ticket item. In report
after report he has uncovered a growing list of the
Kennett government's failures, mismanagement and
incompetence. That is the reason why the
Auditor-General is being nobbled: he is too efficient
and too effective, and he uncovers things. During
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Geelong Hospital: hotel accommodation
Hon. M. M. GOULD (Doutta Galla) - I refer to
the Minister for Health the announcement by
Geelong Hospital CEO Stan Capp that public
maternity patients in that hospital will be
transferred to a hotel shortly after giving birth. I ask
the minister whether he supports the use of hotel
accommodation for hospital care, given that it does
not have oxygen or emergency facilities and
specialists are not on site.
Hon. R. I. KNOWLES (Minister for Health) Members familiar with the Geelong Hospital will be
aware that the government is involved with the
hospital management in a major redevelopment of
the hospital, including the establishment of new
obstetric services, which will not be completed until
about October next year.
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Part of the major redevelopment is the establishment
of a private hospital in what was formerly Baxter
House, and that development is proceeding. It was
believed that both obstetric and palliative care
services could continue to be provided from the site
while the redevelopment continued. However,
concern has been raised about the level of noise
associated with the redevelopment. The hospital has
therefore looked at how that problem can be
alleviated and has reached the conclusion that the
best way of providing maximum patient comfort as
well as high quality services is to enter into an
agreement with a hotel which, I think, is the
Ambassador.
Hon. M. M. Could - So it is okay?
Hon. R. I. KNOWLES - The issue is that
patients have welcomed the development.
Hon. D. A. Nardella - They have no choice!
Hon. R. I. KNOWLES - They do have choices,
and they have chosen to have high-class care in
pleasant surroundings where they will be cared for
by hospital staff, including doctors and nurses.
Therefore the high standard of care they have
previously experienced will continue to be provided
while even better facilities are established in the
longer term.
In addition, palliative care patients will be cared for
in the Chesterfield Private Nursing Home so that
those with terminal conditions can - -

Hon. T. C. Theophanous interjected.
Hon. R. I. KNOWLES - It is not booking into
the nearest hotel. Women will be delivering their
babies in hospital. We are talking about palliative
care and maintaining a high quality of care for those
patients. As I said, that is a short-term development
by the hospital overwhelmingly welcomed by
patients as delivering a much better level of care
than would otherwise be available.

Melbourne Airport: international flights
Hon. B. N. A TKINSON (Koonung) - In view of
the economic benefits to Victoria of international
flights coming directly to Melboume will the
Minister for Industry, Science and Technology
advise the house of the outcome of the Victorian
government's latest efforts to attract more
international flights to Melbourne Airport?
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Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology) - I am very pleased to
outline the latest statistics that have been put
together on international flights into Tullamarine
airport. An additional 51 scheduled international air
services arrive in Melbourne every week in
comparison to the airport traffic figures of five years
ago, which means the equivalent of an additional 40
Boeing 747s arrive in Melbourne each week, giving a
significant boost to the Victorian economy.
We are witnessing the greatest increase in direct
flights and international operating capacity to
Tullamarine airport in its history. Obviously we are
delighted with that. Five new carriers have begun
service to Melbourne, induding Emirates Airlines,
Vietnam Airlines, Merpati Nusantara from
Indonesia, Mauritius Air and Eva Air from Taiwan. I
am pleased to advise that next year those services
will be increased when Egypt Air begins a new
service between Cairo and Melbourne, initially
planned on a twice-weekly basis.
The new flights to Melbourne are certainly a positive
result of efforts to ensure that more traffic comes
into Melbourne Airport. I give particular praise to
APAC, the new owner of Tullamarine airport, for
having put competitive airport pricing mechanisms
in place to ensure that Melbourne gets extra flights.
Importantly, there has also been an increase over the
past five years in the number of services to
Melbourne by existing carriers, induding Malaysian
Airlines, Singapore Airlines, Gulf Air, Lauda Air,
Philippine Airlines, Air China and Qantas. This
means that Victoria is seeing the greatest increase in
the number of direct flights to the airport, and for
the first time since Sir John Gorton opened
Tullamarine airport in the early 1970s Melbourne
has the standard of international airport it deserves
and the number of direct flights it has long deserved.
Another sign of the clear confidence shown in
Victoria over the past year has been the decision of
carriers to introduce into Melbourne the new
wide-bodied Boeing 777s and Airbus A340s. They
have been introduced because of the increase in
demand, which has boosted capacity for both tourist
flights and air freight.
The state government is currently negotiating to get
more direct flights and is focusing particularly on
closer links with the Republic of Korea, which
historically has always been poorly linked with the
Melbourne marketplace.
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The increase in flights is certainly good news for
Victorians. It means more investment and
employment and improved market access, especially
for agricultural produce. Most importantly, it will
raise the international profile of Melbourne in the
Asia-Pacific business region. It establishes once
again Melbourne's credentials as an international
destination, and it is the direct flights that make that
a reality.

Workcover: publications
Hon. T. C. THEOPHANOUS (Jika Jika) - I ask
the Minister responsible for Workcover whether
anyone in his department or in the Victorian
Workcover Authority assisted in the production of
the Workcover pamphlet entitled What Workcover
changes mean to you and your family authorised by
Peter Poggioli and distributed to every household in
the Mitcham electorate. I further ask the minister
whether he condones the use by the Liberal Party of
Workcover political propaganda in the pamphlet
without once referring to the Liberal Party in an
attempt to deceive Mitcham voters.
The PRESIDENT - Order! The first part of the
question is in order.
Hon. R. M. HALLAM (Minister for Finance) My response to Mr Theophanou5 is: 50 far as I am
aware, absolutely not.

Retail tenancies: ministerial conference
Hon. W. R. BAXTER (North Eastern) - I direct
the attention of the Minister for Small Business to
the matter of retail tenancies. I understand that on
Friday the minister attended a meeting of
commonwealth, state and territory ministers to
discuss that issue and that the meeting was
productive. Will the minister outline to the house the
outcome of the deliberations?
Hon. LOUISE ASHER (Minister for Small
Business) - On Friday a range of commonwealth
and state and territory ministers and parliamentary
secretaries met to discuss retail tenancies. For the
first time agreement was reached regarding a series
of minimum standards to be abided by in all
jurisdictions. Even the New South Wales Labor
Party agreed to those minimum standards. The
commonwealth had established benchmark
principles and was seeking agreement from all states
and territories on those principles.
Hon. T. C. Theophanous interjected.

Tuesday, 9 December 1997

Hon. LOUISE ASHER - Mr Theophanous says
it is to bring the rest of us up to standard. My
previous announcement regarding retail tenancies
referred to the Retail Tenancies Reform Bill, which
covers such areas as dispute settlement,
compensation and the like.
It will interest Mr Theophanous to learn that on the

same day the government made its announcements
regarding extensive retail tenancies reforms I
received a letter from the so-called shadow minister
for this portfolio, the honourable member for
Yan Yean in another place. I was surprised to receive
it because it is the first letter he has written to me
since he was appointed to a shadow ministry
position.

Interjections from gallery.
The PRESIDENT - Order! I suggest the people
in the gallery desist from that activity. They should
either put the banner away or hand it over.
Hon. LOUISE ASHER - The honourable
member for Yan Yean wrote to me on the day I
made my announcement regarding extensive retail
tenancies reform.

Interjections from gallery.
The PRESIDENT - Order! I request that the
banner be handed over. Visitors to the gallery are
here on the invitation of the Parliament. If they
behave according to the rules they can stay.
Hon. LOUISE ASHER - I was surprised to
receive this letter, not only because it was the first
letter the honourable member for Yan Yean had
written to me but more importantly because he had
not shown a great deal of interest in residential
tenancies during his period as the relevant shadow
minister. In fact, I am told that when a journalist
rang him regarding his comments on the fair trading
report, which is probably the most significant report
on retail tenancies, he said he had been far too busy
to read it. That was three months after the report
was issued!
In his letter to me the honourable member for Yan
Yean said he was most upset that the government
had not drafted an appropriate bill and that it
should not take too much effort to do so. He said he
already had a private member's bill which included
virtually all the things the government claimed to
want to include in its bill and more. He went on to
say, 'Please feel free to plagiarise it'.
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In the context of the commonwealth, states and

territories meeting on Friday, I am very sorry to
advise the house that the ALP bill the honourable
member for Yan Yean advised me I was free to
plagiarise is seriously deficient, as one would expect,
because it meets only five of the eight
commonwealth benchmarks. The ALP has managed
to underperform every other state government on
the issue of retail tenancies. Firstly, the ALP bill is
band-aid legislation; it is not a new bill. It includes
limited compensation mechanisms, which the
government bill far exceeds. Its dispute-settling
provisions are narrow and in some circumstances
would require enforcement in the courts, something
from which the government desires to deviate. Most
importantly, the ALP bill does not provide for
market rents to ever go down, which is a serious
deficiency. It does not address urgent repairs, nor
areas such as disruption to small business trade.
The government will not impose the ALP bill on
small business. It is exactly what I would have
expected from the honourable member for
Yan Yean, but I find it appalling that the shadow
cabinet has endorsed this seriously deficient bill.

Honourable members interjecting.
Hon. LOUISE ASHER - You agreed with the
bill and shadow cabinet agreed with the bill. It
would create the worst possible position anywhere
in Australia. It is interesting that the opposition's
first stated policy position, its first draft bill, is
deficient by commonwealth standards and would
create the worst position in Australia. It is a betrayal
of the small business community. I am happy to
advise that the government will not be plagiarising
the ALP bill because, so far as small business tenants
are concerned it will move forwards, not backwards.

Workcover: common-law access
Hon. T. C. THEOPHANOUS (Jika Jika) - I refer
the minister responsible for Workcover to the
government's appalling decision to abolish the
common-law rights of workers injured in road
accidents. How does the minister justify the fact that
in the event of a collision between two interstate
buses, one driven by a Victorian and one driven by a
Queenslander, the Queensland driver will have full
common-law rights, as will the passengers of both
buses, and the only person without any such rights
will be the Victorian bus driver?

Hon. R. M. HALLAM (Minister for Finance) The question makes a whole range of assumptions
regarding the passengers.
Hon. T. C. Theophanous - Is it true or not?
Hon. R. M. HALLAM - Let me go back one step
and make the reverse point, which I know you
understand, Mr Theophanous - that is, that the
Victorian driver would be the only one who did not
have to establish negligence with respect to the
accident. You are actually saying that everybody
else-Hon. T. C. Theophanous - Rubbish. It is a lie.
Hon. R. M. HALLAM - You are actually saying
that you acknowledge everyone else on the bus - Hon. T. C. Theophanous - You don't like the
workers here, do you?

Honourable members interjecting.
Hon. R. M. HALLAM - Mr Theophanous is
acknowledging that he understands that everyone
on the bus apart from the Victorian driver would
have to establish a case of negligence before they
could mount any claims.
Hon. T. C. Theophanous - It is not true.
Hon. R. M. HALLAM - It is true - and that, I
suggest, should be a cause for celebration.

Honourable members interjecting.
Hon. R. M. HALLAM - I should rest my case,
but I cannot help but correct the honourable
member: the passengers and the other driver would
be entitled to common-law claims if they could
establish negligence. That is what Mr Theophanous
is demonstrating, more than anything else - that is,
he understands the difference. He understands that
in this case, the Victorian driver would be the only
person on the bus who would not be required to
establish negligence. Therefore, he would have the
advantage of knowing he would be entitled to
statutory benefits without having to establish
negligence. I think that puts him ahead of the rest of
the people on the bus.

Blood-borne viruses
Hon. R. A. BEST (North Western) - Will the
Minister for Health advise the house of recent
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initiatives to improve access to information
regarding blood-borne viruses, including
HIV/AIDS?
Hon. R. I. KNOWLES (Minister for Health) - I
am pleased to advise the house of the establishment
of the information access centre at the Alfred
Hospital. Honourable members who are familiar
with the former Fairfield Hospital and its operations
will be aware of the Vivian Bullwinkle Resource
Centre, which played a very important role in
developing an AIDS strategy and providing
information about investigations into HIV / AIDS,
particularly in the early days.
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Hon. B. T. Pullen - Four million dollars
nationally - it's a disgrace!
Hon. R. I. KNOWLES - The commonwealth
government has indicated its desire to broaden the
funding for HIV I AIDS services because many of the
strategies that will reduce the risk of hepatitis Care
consistent with the strategy that was put in place to
contain HIV I AIDS. All of the advice to government
is to head down that path. The reference to the
ministerial advisory committee has been broadened
to cover all blood-borne diseases, and people with
expertise in that area have been added to it. I am
confident that we are developing the framework.

Following the closure of Fairfield and the relocation
of most of the HIV I AIDS services to the Alfred, the
inner and eastern health care networks agreed to
establish the information access centre. The
information provided is much more comprehensive
than the information previously provided at the
Alfred. It covers not only HIV I AIDS but other
blood-borne diseases, including hepatitis C and
sexually transmitted diseases.

The one difference between hepatitis C and
HIV I AIDS is in articulating the challenge and the
need for a comprehensive strategy. It is hard to get
the same advocacy for hepatitis C as was evident in
the HIV I AIDS strategy.

The centre has established an Internet home page so
that the available information can be much more
readily accessed. The concept is to help people who
have blood-borne diseases to access accurate
information that will help them manage their own
health as well as acquaint them with the wide range
of treatment and support services available to them.

The PRESIDENT - Order! Before calling the
next question, I acknowledge the presence in the
lower gallery of guests of the honourable member
for Malvern in the other place. Mr Harold Cecil
Stiffe, a veteran of the First World War, was a
member of the Royal Navy and served on HMS
Obdurate. He is accompanied by his wife, Mrs Stiffe,
who served in the Second World War as part of
2 Lines of Communication Signals Regiment and
was seconded to the Far Eastern liaison Office.

The centre also has an important role to play in
educating health care workers, education workers
and others about issues involved in blood-borne
diseases. I have previously explained to the house
that given the threat of a significantly increased
incidence of hepatitis C the government is faced
with a very significant challenge in making an effort
comparable to the effort conducted a few years ago
in containing the HIV I AIDS epidemic. A similar
commitment is needed to tackle hepatitis C. The
establishment of the information access centre is a
small but important component of helping to
achieve a much broader understanding of the
diseases in the community.
Hon. B. T. Pull en - A pitiful budget is applied to
dealing with that issue.
Hon. R. I. KNOWLES - I think the issue is much
more Significant - it is about getting the focus on
the issue. It is not just a matter of budget, it is a
matter of getting a stronger public - -

Questions interrupted.
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Workcover: administration costs
Hon. M. M. GOULD (Doutta Galla) - I refer the
Minister for Finance to the outsourcing of the
Victorian Workcover Authority's information
systems in December 1993 and to the fact that the
authority has subsequently re-employed more than
40 staff to duplicate the outsourcing service at an
ongoing cost of $2.5 million. Will the minister now
admit that this once again demonstrates gross
mismanagement by the Victorian Workcover
Authority, which has resulted in a blowout of
administrative costs to $183 million?
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Interjections from gallery.
The PRESIDENT - Order! This house operates
on the basis that the galleries are always open to the
public. People in the gallery may not take part in
debate or in any way intimidate members of the
house. I have been tolerant to date. Visitors in the
upper gallery in particular are on notice that if there
are any more interjections I will clear the gallery.

Interjections from gallery.
The PRESIDENT - Order! You are on your final
notice. Any more interjections and I will have the
gallery cleared.
Hon. R. M. HALLAM (Minister for Finance) - I
do not accept the premise on which the question was
based. Miss Gould was effectively reinforcing the
fact that the Victorian Workcover Authority was
leading the pack on administrative reform. I do not
dispute her facts, that back in December 1993 it was
among the first of the agencies to embrace the
concept of outsourcing and gained enormous
advantage as a result of doing so.
I have responded to similar implications and
innuendo in the past. I simply say to the honourable
member that the best thing she could do would be to
read the annual report. If she is not satisfied with
tha t she should refer to the report by Arthur
Andersen, which was directed to look at precisely
the issue she brings to the house - namely, the
administrative efficiency of the Victorian Workcover
Authority. The conclusion is very clear: by any
measure the Victorian Workcover Authority is
certainly administratively efficient.
I say by way of an aside, given the keenness of the
Leader of the Opposition to quote the
Auditor-General, that in its confirmation of the
efficiency of the Victorian Workcover Authority,
Arthur Andersen referred to something like
13 efficiency audits undertaken by the
Auditor-General since 1992.
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I might say as a further aside that if the honourable
member is still not convinced he should look at the
cost of administration of the previous system and
take in the comparison there, because on that basis
the Victorian Workcover Authority is
extraordinarily efficient. It is running at something
like about half the cost incurred under the previous
system.
Hon. T. C. Theophanous - We spent less on
lawyers than you did. That is how inefficient you are!
Hon. R. M. HALLAM - The last thing that
concerns me is for the Auditor-General to conduct
an audit of the Victorian Workcover AuthOrity.
Based upon the last 13 audits he has done, I have no
doubt that the authority will be given a very big tick.
I look forward to that audit in the normal course of
events.

Eastern Freeway: extension
Hon. BILL FORWOOD (Templestowe) - Will
the Minister for Roads and Ports inform the house of
the benefits to Victorians from the opening of the
Eastern Freeway extension from Doncaster Road to
Springvale Road, which took place on Sunday?
Hon. G. R. CRAIGE (Minister for Roads and
Ports) - I thank Mr Forwood for his question and
place on the record the support and input from local
members of Parliament, who have shown a great
deal of interest in the project, as have the people
from the eastern suburbs. On Sunday the Premier
opened the $250 million extension of the Eastern
Freeway from Doncaster Road to Springvale Road.
lhis milestone creates a most important freeway link
for Melbourne and fulfils a 1992 election
commitment by the government.

Interjections from gallery.
The PRESIDENT - Order! I ask that the upper
gallery be cleared.

Persons escorted from gallery.
Hon. T. C. Theophanous - That's not truefinancial audits.
Hon. R. M. HALLAM - I am pleased to be
corrected. It refers to 13 financial audits undertaken
by the Auditor-General, whom Mr Theophanous is
delighted to hold up as the answer to every issue in
this context. That does not change the conclusion
drawn by Arthur Andersen that the Victorian
Workcover Authority is a very efficient organisation.

Hon. G. R. CRAIGE - In 1992 the coalition
government made a commitment to extend the
Eastern Freeway from Doncaster Road to Springvale
Road, and it has fulfilled that commitment. The
people of the eastern suburbs can be encouraged by
the infrastructure investment the government has
made. Page 30 of the Australian Labor Party 1988
transport policy states that:
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[It will] undertake the following major projects ...
commence the eastern arterial to Springvale Road and
Ringwood Bypass.

That demonstrates that the Labor Party once again
intended building an arterial road with traffic lights.
Not only did it fail to deliver its commitment, but on
two occasions it tried to prevent the extension going
ahead. This government's project is a real success
story that integrates not only road infrastructure for
motorists but also paths for cyclists and pedestrians.
It has an integrated park-and-ride facility with
350 spaces to accommodate cars, buses and taxis as
well as facilities for cyclists. The 7-kilometre
extension provides - Hon. Pat Power - How much did it cost per
metre?
Hon. G. R. CRAIGE - The project cost
$250 million overall. The extension will carry 90 000
vehicles a day. The ALP wanted to introduce tolls on
the freeway. That was clearly demonstrated in the
other place by the honourable member for
Dandenong North, Mrs Wilson, when she asked,
'Why aren't they paying tolls?'. Not only did the
ALP not want to build the extension and try to
scuttle it; it also wanted to introduce tolls!
The extension will reduce travelling time by about
10 minutes and halve traffic on Doncaster Road,
which currently carries 60 000 cars a day. The
freeway will dramatically reduce the number of cars
travelling on arterial roads and residential streets.
Hon. Pat Power interjected.
Hon. G. R. CRAIGE - You are getting worse
than Theo, and that is a real credit to you! I was
going to say 'than Monica', but that is really
something else! Those two examples show the
government's commitment to road infrastructure.

Eastern Freeway: noise levels
Hon. P AT POWER (Jika Jika) - Can the Minister
for Roads and Ports assure residents that the noise
from the Eastern Freeway, including the extension
and its overpasses when measured outside bedroom
windows will not exceed World Health Organisation
standards?
Hon. G. R. CRAIGE (Minister for Roads and
Ports) - Mr Power has already had one serve about
noise levels. I should have thought he would have
understood it the first time around.
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Hon. Pat Power interjected.
Hon. G. R. CRAIGE - Obviously I know a lot
more about this issue than you know! There are no
accepted World Health Organisation standards, and
there never have been.
Hon. Pat Power - No, exempted!
Hon. G. R. CRAIGE - You got it right. There are
no exempted standards.
Hon. Pat Power interjected.
Hon. G. R. CRAIGE - You tried before and you
failed. I don't know why you don't give up! The
Victorian standard of 63dB(A) on the L10 scale far
exceeds the standards throughout the rest of
Australia. Victoria has the best standards in
Australia and is equal to or better than most
countries, including England and the United States
of America.
I assure Mr Power that a gentleman whose
second-floor bedroom window is 150 metres from
the freeway telephoned today - obviously he is not
the same person who contacted Mr Power - to say
that he has heard no noise whatsoever, although he
was listening for it. He went outside and he even
went to his upstairs bedroom window. I assure
honourable members that Victoria meets the
standard 63dB(A) on the LIO scale, which is a
superior noise standard and far exceeds standards in
other states. I assure local residents that the
government continues to monitor noise along the
freeway.
Following a representation by the same person who
spoke to Mr Power about the crossover roads and
associated noise, the government has introduced a
noise attenuation policy. Noise barriers have been
constructed to ensure people are not exposed to
noises any higher than the 63dB(A) on the LlO scale.
Clearly, the govemrnent has met world best practice
in respect to noise attenuation, and Mr Power will be
judged by his inability to understand noise issues.

Government procurement and contracting
services
Hon. B. C. BOARDMAN (Chelsea) - Recently a
conference on the vital issue of government
purchasing was held in Melbourne. I ask the
Minister for Finance to give the house some
background to that conference, including its
purpose, aims and outcomes.
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Hon. R. M. HALLAM (Minister for Finance) - I
thank Mr Boardman for his question and for his
continuing interest in developing efficiencies across
the public sector. The meeting to which he referred
was organised by the Victorian Government
Purchasing Board to launch a new and exciting
independent training and research organisation, the
Procurement and Contracting Centre for Education
and Research (PACCER).
Before an audience of 200 senior purchasing
executives representing all Australian states, the
commonwealth and Papua New Guinea, I had the
pleasure of co-launching PACCER with the Western
Australian Minister for Works and Services, the
Honourable Michael Board. I was delighted that
Michael Board was able to join me for that occasion
because he is the chair of the Australian
Procurement and Construction Ministerial Council,
a federal body of responsible ministers, which has
acknowledged the PACCER development as
nationally significant.
The nature of purchasing has become more complex
as governments have moved to outsource more
services to the private sector. It is therefore
important to lift the skills of staff to best manage this
change. PACCER will broker procurement training
and related courses to meet user demand and will
operate at world best practice to ensure that we get
the greatest possible skills improvement. The trend
to increase outsourcing to the private sector will also
be enhanced by the establishment of P ACCER. More
and more interest is being shown by leaders across
the private sector. Research presented at the
conference showed that about two-thirds of
employers prefer such training to be undertaken
outside their organisations. After an extensive
process seeking expressions of interest, the Victorian
Government Purchasing Board will outsource its
own procurement training requirements to PACCER
for three years. I say with pride that the
commonwealth government also supports the
PACCER initiative and has indicated an interest in
purchasing some of its services from the same
source, as have major private employers.
P ACCER will broker approved courses from major
established providers. RMIT, Monash and Deakin
universities have developed a suite of courses
designed to meet P ACCER requirements. All
courses will be competency based and will be able to
be used as credits towards established
post-secondary courses throughout Australia. The
courses will be offered in a range of delivery modes
to suit the requirements of students and employers.
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Initially PACCER will be co-located with Open
Learning Australia at 30 Collins Street, Melbourne.
With the effects of the Hilmer competition reforms
increasingly beginning to bite, we expect P ACCER
to generate even greater interest. I am proud that
again Victoria has taken the lead in an important
area of public sector reform.

QUESTIONS ON NOTICE
Answers
Hon. R. I. KNOWLES (Minister for Health) - By
leave, I move:
That so much of the standing orders as require answers
to questions on notice to be delivered verbally in the
house be suspended for the sitting of the Council this
day and that the answers enumerated be incorporated
in Hansard.

I have answers to questions on notice 2514,2515,
2529,2531,2532,2533 and 2631.
Motion agreed to.

AUDIT (AMENDMENT) BILL
Second reading
Debate resumed.

Hon. T. C. THEOPHANOUS (Jika Jika) - The
Premier has become increasingly intolerant of the
Auditor-General because of the reports he has
brought down criticising the government. By way of
example I cite the report into the contracting out of
ambulance services in which the Auditor-General
identified, at best, serious mismanagement and, at
worst, corrupt activity.
The Auditor-General is concerned with, among
other things, uncovering corruption and
mismanagement. He criticised the government's
failure to demand up to $174 million more from
Crown Casino for an additional 150 gaming tables.
When that report was introduced into Parliament I
well recall how the Minister for Gaming sought to
defend the indefensible: The Auditor-General
identified that Crown Casino had been given a free
kick to the tune of $174 million by being allowed to
have 150 gaming tables above and beyond its quota.
Again, there was criticism of the government - and
good auditing!
Hon. R. M. Hallam interjected.
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Hon. T. C. THEOPHANOUS - The minister
laughs either because he does not like it or is critical
of the government's administration of the
Community Support Fund. I do not intend to refer
in detail to all of the Auditor-General's reports, but I
will cite the ones that identify government
mismanagement and waste.
The report on the activities of Victorian rural
ambulance services identifies, among other things,
that without performance benchmarks the
community is not in a pOSition to assess the standard
it can expect of its ambulance services. The report
identifies mismanagement and shortfalls in the
operation of Victoria's rural ambulances. I have
already indicated that the Auditor-General
identified mismanagement - if not corrupt
practices - in the Metropolitan Ambulance Service.
In his report the Auditor-General said:
Despite gradual improved performance by Intergraph,
it has not been able to comply with performance
measures specified by the service requiring it to
dispatch 90 per cent of emergency vehicles within
150 seconds.
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The report further states:
Three of the four projects examined were not subject to
a feasibility study demonstrating that benefits would
exceed the costs involved.

That report is again in the great tradition of the
Auditor-General- finding out what is wrong and
reporting on it to this place. A report of December
1996 entitled Vocational education and training: a client
perspective states:
Only a few institutes had formally obtained the views
of employers on an institute-wide basis regarding their
satisfaction with training provided to students.

The report also states:
A national survey designed to assess student
satisfaction with support services and amenities
revealed a high level of dissatisfaction.

In a report of November 1996 entitled Building Better
Cities: a joint government approach to urban
development the Auditor-General again reported
extenSively on what had gone wrong. The report
states:

The report continues:
There was a high incidence, on average almost 6 per
cent, of all emergency cases during the period
December 1996 to Apri11997, of Intergraph dispatchers
unable to locate nearby available ambulances to attend
emergencies.

That is criticism of government activity by the
Auditor-General in the best traditions of public
accountability. A report on the Metropolitan
Ambulance Service refers to:
... appoinbnent without tender of a private company
which, according to advice received from the service's
administrator, had previous commercial associations
with Mr Firman.

Again, the Auditor-General was reporting on the
failure to have proper contractual controls in place.
The Auditor-General's report of April 1997 entitled
Major civic projects: Work in progress states:
The absence of an audit trail prevented an assessment
of how certain projects included in the $980 million
were ranked ahead of others and whether the
Treasurer's recommendations to the government in
relation to new capital works reflected statewide
funding criteria.

Under the program, there has been significant progress
towards the state government's aim of providing
community care facilities for psychiatric and
intellectual disability clients previously located within
large institutions in the Plenty Road area. However,
little emphasis has been directed, to date, to the
important aspect of measuring qualitative outcomes
such as the impact of deinstitutionalisation on the
quality of life and care of clients.

I am sure the Minister for Health is very interested
in that in relation to psychiatric services. A report of
October 1996 entitled Timeliness ofservice delivery: A
customer's right states:
Between October 1994 and September 1995 Victoria
Legal Aid (VLA) was not as efficient as its counterparts
in other states and territories, with approximately half
processing a substantially higher rate of claims either
on the same day or within five days of application.

A report of June 1996 entitled Arts Victoria and the
Arts 21 strategy: Maintaining the State for the Arts
states:
There is a need for a more structured approach by Arts
Victoria to the monitoring of funded non-government
organisations, including the progress made by such
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organisations towards achievement of outcomes under
Arts 21.

That was constructive criticism. A report of May
1996 entitled The Community Support Fund: A
significant community asset states:
It was only from early 1995, around two and a half

years after the commencement of gaming operations in
the state, that the direction of research into the social
impact of gambling began to equate with the major
significance placed on such research by the legislation.

Finally, a report of March 1996 entitled Marketing
government services: Are you being served? is critical,
stating:
Only 44 per cent of organisations surveyed by audit
had developed some form of marketing strategy.
In some cases, marketing activities examined were not
clearly linked to key government policies or
organisational objectives.

I would have thought the government would have
been pleased to have found out some of these
problems. The report continues:
Examples of deficiencies in accountability procedures
included a lack of documentation to support key
decisions and the absence of required approvals.

I could spend hours going through the
recommendations of the Auditor-General in all the
special reports he has put before Parliament, which
have allowed the government to operate more
effectively and efficiently. Each of the reports
provides not only criticism of and insight into what
is going on in and what is wrong with the
management of the state but also constructive
proposals for rectifying the problems.
The Auditor-General reports on the government's
annual financial statement each year and he has
been able to identify deficiencies. As an example, the
1995-96 report states:
While the development of the Northcote bus depot was
completed in June 1990 at a cost of $12.5 million, the
total proceeds from its sale only amounted to
$2.7 million.

It is important that those details be put on the
record. The report continues:
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The unfunded liabilities of public sector
superannuation funds at 30 June 1996 totalled
$15.6 billion, representing an increase of $506 million
since the previous year.

Time and time the government has said what it has
done for superannuation in Victoria, yet it was the
Auditor-General who found out those things and
said, 'Hang on a minute, you have actually blown
out superannuation by $500 million in one year'. He
reported to Parliament so that members would
know exactly what was going on with the state
finances.
The Auditor-General's report on the financial
statements for 1996-97 states:
Inefficiencies in the administration of motor vehicle
stamp duty identified by audit in 1991 continue to exist.

The report also states:
A competitive process was not established for the
disposal of the state's remaining interest in HRL Ltd as,
according to SECV management, the disposal was
complicated by the pre-emptive rights to the shares of
other shareholders, which made it difficult to sell the
shares to parties other than the company or a buyer
approved by the other shareholders.

Again, the Auditor-General identified improper
processes. They are rife throughout the public sector,
including in bodies as far abroad as Gippsland
Water, in respect of which the Auditor-General's
report states:
Serious deficiencies were identified in the processes
established for the letting of contracts in relation to the
engagement of external service providers.
The failure to specify clear measurable deliverables
within certain contracts with external service
providers ...

The Auditor-General identifies problems in state
administration and public auditing, particularly in
respect of ministerial portfolios. The 1996 report on
ministerial portfolios contains seven pages of
findings that identify things that have gone wrong.
In referring to the City Link project, the
Auditor-General said:
Evidence was not produced to audit in the form of a
detailed model, comparing project costings on the basis
of private sector financing versus government
borrowings ... The obligations of the state in relation to
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the City Link project are not sufficient to constitute, or
support the recognition of, the financing of the project
as a debt of the state.
That is another example of the Auditor-General
informing members of Parliament - and criticising
the government. Referring to the Urban Land
Authority, he said:
Due to the disappointing level of sales associated with
a joint venture at the Lynbrook Estate, the project
incurred a defidt in the 1994-95 financial year of
$284 000 ...

So from the smallest amounts to the largest amounts,
the Auditor-General identifies waste and
deficiencies. His audit of the Department of Justice
found that at 30 June 1995:
... outstanding fines and costs totalling $289.1 million
was payable to the state. Of this amount, $85.1 million
has been written off as bad debts and the collection of
$116.9 million is regarded as doubtful.
They are important matters for members of
Parliament and the public to know about. The
Department of Premier and Cabinet does not like to
be criticised by the Auditor-General. However, in his
1996 report he says:
Payments of $70 581 were made to a fonner senior
public servant in excess of contract entitlements ... In
my view, the provision of a gift valued at $9500 to a
senior public servant upon departure from the
Victorian public service was extravagant.
That is criticism of the Premier. No wonder the
Auditor-General has to be nobbled; no wonder he
has to be got rid of. In his 1996 report he identified
dead rent of $12 million in the Department of
Treasury and Finance. On and on the 1996 report
went, identifying waste and mismanagement.
The same is true of the 1997 report on ministerial
portfolios, in which we find more revelations. The
Auditor-General had this to say about the so-called
voluntary contributions that schools are supposed to
levy:
Despite the voluntary nature of these contributions,
some schools, among other things, issued monthly
invoices to parents until payment was made.
Again, that is important to know, and it is something
that needs to be identified. The Auditor-General
found:
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... that 10 per cent of schools did not have a member on
the council with an appropriate finance or business
background.
He said this about the Department of Natural
Resources and Environment:
During the 1995-96 financial year, water loss due to
inaccurate customer meters cost the retail water
companies in excess of $10 million.
TItis is a beauty. In his report on the Department of
Treasury and Finance, he found that the unfunded
liability of the Local Authorities Superannuation
Board:
... totalled $329.1 million at 30 June 1996, an increase of
$111.5 million over the previous year.
That unfunded liability, which the government
created, was identified and brought to the public's
attention by the Auditor-General. About Workcover
he says:
While the Workcover scheme has remained fully
funded, its funding level decreased from 102.9 per cent
at 30 June 1995 to 100.6 per cent at 31 December 1996.
He had this to say about state government corporate
cards:
Ahnost 1000 corporate cards had not been cancelled for
up to 12 months after respective public sector agencies
had been sold or abolished, unnecessarily exposing the
state to financial risks.
We know of one famous corporate card that was not
cancelled. If the Premier's wife had followed the
guidelines identified by the Auditor-General - or
more precisely, if the Premier had followed the
guidelines, because it was the Premier's
responsibility - maybe there would not have been a
problem.
The Auditor-General found that some of the
$130 million the government spent on marketing
and promotion was used for totally inappropriate
party political advertiSing, but that has not stopped
the government. He reported that the Leeds Media
contract was awarded after a flawed and
inappropriate tender process. He released a
damning report on the government's administration
of the child protection system. The Auditor-General
made a report which was critical of the
administration of the Children's Court but which the
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government would not allow to be tabled in
Parliament.
He reported on state education, criticising the
government's handling of school amalgamations. He
found that the government had failed to follow its
own guidelines in allocating funds for capital works
and had given questionable priority to a number of
projects over more needy ones. The Auditor-General
is worth supporting he is somebody who keeps
raising important issues and reporting on matters of
government administration in the public interest.
The Premier hated the Auditor-General bringing up
his government's problems with mismanagement,
waste and inefficiency time and again. Mr Kennett
asked himself, 'What is wrong with him? Why does
he keep doing his job? How can we stop him?'. He
decided the answer was to change the Audit Act, to
use any excuse and whatever devious means he
could to nobble him.
Almost every community organisation in Victoria,
including the state council of the liberal Party, has
rejected the Kennett government's changes. Despite
that, the Premier has arrogantly pushed into
Parliament reforms that privatise the office of the
Auditor-General. Because they take away the
Auditor-General's operational control over his
office, they make his position simply symbolic.
The Premier has allowed Parliament only two weeks
to debate the legislation, which will be passed this
week, when there is no urgency for it to be passed. It
is being pushed through despite the attempts of the
liberal member for Frankston East in another place
to move amendments in the party room. I do not
know whether Mr Forwood supported him,
although he probably did not.
Of course, the former member for Mitcham, Roger
Pescott, resigned from Parliament because of this
legislation. After his reSignation, Mr Pescott sent an
open letter to the Premier, saying:
In reality you have hijacked the coalition from many of

the enduring principles on which it was founded and because you do not encourage discussion you are
not always getting sound advice. How amazed would
the community be to learn that the large majority of
members in the Liberal Party room had not seen the
draft legislation on the Auditor-General when they
approved it? I was unable to get a copy myself until
fully three days later, which was a day after the press
reported something not even discussed in the party
room, viz that Audit Victoria was to be privatised.
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That shows the contempt with which this Premier
treats his own government backbenchers. It is a
contempt born of arrogance and a notion that he was
born to rule. Mr Pescott went on to say:
The auditor's office needs power to make the
independent role effective - not just power to decide
in consultation with a government-dominated
parliamentary committee, but power to act without the
barrage of hurdles the government will be able to put
in the way before an audit even starts.
We have a duty to future generations not only to retain
but enhance the transparent auditing of government
excesses. No-one in government has even attempted to
point out how the new audit system will be an
improvement. No-one has said that the old system did
not work ... As you know I have put trust in your word
in the past. That is why I find resignation from
Parliament the only effective protest I can make. Like
many other Liberals, I wish there were another way.

Mr Pescott resigned from Parliament over this issue.
In talking about the arrogance of the Premier he
referred to the hijacking of the coalition and said
these matters were not discussed in the party room
and coalition members did not have access to the
legislation before they approved it. After
Mr Pescott's resignation and public comments there
was a public hanging by his former colleagues in the
Liberal Party. Under the protection of Parliament,
the Treasurer got stuck into Mr Pescott and made
some vicious remarks about his reasons for entering
Parliament and his contributions to the Liberal
Party. The Treasurer had never condemned
Mr Pescott in the past, and he did so on this occasion
for one reason only - Mr Peseott stood up to the
Premier and said enough is enough.
The undermining of the Auditor-General places the
Victorian democratic model under threat and puts it
in a new category. The Westminster system has been
built partially on the independence of the
Auditor-General and on his or her ability to
scrutinise the operation of the executive on behalf of
the Parliament and the community. No state in
Australia or anywhere else in the world that
operates under the Westminster system has attacked
this fundamental principle, which has existed in
Victoria for more than 150 years. The fact that this is
the only upper house in Australia where the
conservative government has a majority makes this a
dangerous cocktail. It means that the government
and Parliament are in danger of becoming inefficient
and ineffective and will not have access to the
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proper information and the sorts of reports I have
referred to during my contribution to this debate.
The Auditor-General wrote to members of
Parliament on 17 November, saying in part:
My reading of the bill currently before the Parliament
clearly indicates to me that my freedom to
independently audit the affairs of government on
behalf of the Parliament and taxpayers will be seriously
compromised ... In the second-reading speech, the
Premier indicated that the Auditor-General will be able
to 'undertake such further work as he sees fit'.
One of the amendments the opposition will move
during the committee stage will seek to insert the
words 'undertake such further work as he sees fit' to
test whether the government is serious about
allowing the Auditor-General to undertake
whatever work he sees fit. I look forward to
Mr Forwood's response to that amendment.
The Auditor-General further states:
On 11 July 1997, I provided the Premier with suggested

provisions which could be incorporated in the current
legislation which would require the Auditor-General to
apply contestability principles in consultation with the
Parliament ...
The Auditor-General's criticism was constructive,
and he sought to find a way through this awful mess
to enable the principles of contestability to apply, if
that was what the government was seeking, but his
recommendations were rejected. The
Auditor-General ended his letter with a plea to
members of Parliament:
I reiterate my call for your support, as a member of

Parliament, in defending the integrity of the institution
of the Parliament.
The Auditor-General is not calling on us as ministers
or shadow ministers, but as members of Parliament
and representatives of the people. He asks us to
defend the independence of the institution of
Parliament, of which the Auditor-General is a crucial
part. That is what the opposition is putting today.
A range of matters apart from that principal issue
arise. Members of the opposition do not believe
conflict of interest issues have been addressed. We
believe there is a potential for conflict of interest to
arise if private audit firms undertake performance
audits. I remind honourable members that
performance audits have only ever been undertaken
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by the Auditor-General. The Price Waterhouse
report prepared by Mr Talbot identifies the potential
for conflict of interest where private sector auditors
are used.
The Department of Treasury and Finance has
contracted out $22 million worth of consultancies
with five of the big six accounting firms. In effect,
only one of those six accounting firms would not
have at least a potential conflict of interest if it were
to audit the Department of Treasury and Finance.
Private sector accounting firms have done a range of
work for government departments. What confidence
could anyone have in Arthur Andersen doing an
audit of the Victorian Workcover Authority, given
the fact that it has just completed a report into the
operations of the authority in which it reported
favourably. Which members of Parliament would
have confidence in saying, 'Let us send in Arthur
Andersen to do an audit of the Victorian Workcover
Authority on behalf of members of Parliament'.
Certainly not me, and I do not believe anyone in this
house could have that confidence.
A range of other issues need to be addressed. For
example, the Liberal Party benefits from donations
given by the big six accounting firms.

KPMG, Ernst Young, and Coopers and Lybrand
donate to the Liberal Party. Mr Ross Herron, the
vice-chairman of Coopers and Lybrand, is the
treasurer of the 500 Club. Mr John Harvey, the chief
executive of Price Waterhouse, is the accountant of
the Higgins 200 Club. Both organisations have given
hundreds of thousands of dollars to the Liberal
Party.
Parliament cannot be confident that those private
companies will audit government businesses and
departments in the fearless way the Auditor-General
has acted in the past. That is but one reason why the
opposition is so concerned about the effect of the
changes on democracy in Victoria.
The New South Wales government does not believe
it needs to make changes of the sort proposed in this
legislation. Its Treasurer, Michael Egan, rejected as
nonsense:
... claims by the Victorian government that New South
Wales is considering privatising the functions of the
state Auditor-GeneraL
Mr Stockdale might think privatising the

Auditor-General is a top idea. We don't. We are
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reviewing the state's financial administration
legislation, including the legislation governing audits.
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Hon. T. C. THEOPHANOUS - That is not true.
Hon. Bill Forwood - Not one is in the bill.

Mr Egan rejects the notion that the Auditor-General
legislation must be subject to competition under
national competition guidelines.
The Good Shepherd Youth and Family Service and
the Catholic Commission for Justice, Development
and Peace are concerned about what is happening.
They have written a number of papers and
published press releases. They raise concerns about
the Auditor-General, democracy and the public
interest. In one press release they jointly state:
The Catholic Church believes that democratic
participation in decision making is the best way to
respect the dignity and liberty of the people and that
government and its institutions must work for the
common good of the community. The Auditor-General
has an important function in enabling the community
to be infonned and in maintaining a proper check and
balance on government activity and accountability.

The churches support the Auditor-General, but the
Premier's response is to attack the churches and the
Governor-General, who dared to say that the
churches had a right to speak on behalf of the
disadvantaged in our community. According to the
Premier, the churches have no right to speak on
behalf of the disadvantaged nor to raise questions of
democratic participation in our SOciety.
The Australian Society of Certified Practising
Accountants has published press releases including
an open letter to CPA public practitioners in which it
sets out the professional view of accountants. It
identifies their three fundamental concerns:
The proposal to separate the Victorian Auditor-General
from Audit Victoria, which the review recommends
ought to be controlled by a board of management
appointed by the government.
The proposal that the Auditor-General co-signs audit
reports indicating he is satisfied with another auditor'S
work. This is in conflict with professional auditing
standards and does not make it clear which auditor is
responsible to Parliament.
The proposal the performance reviews replace
performance audits.

Hon. Bill Forwood - All those three things were
rejected. None is in the bill.

Hon. T. C. THEOPHANOUS - That is not true.
In fact, the bill separates the Victorian
Auditor-General from Audit Victoria. If
Mr Forwood wants to say that is not so, I will be
happy to hear his argument. The bill will ensure the
Auditor-General is separated from Audit Victoria.
Hon. D. A. Nardella - Then they will privatise.
Hon. T. C. THEOPHANOUS - Yes, the
government will sell it off altogether. What a
nonsense from Mr Forwood!
The Auditor-General is not allowed to conduct
performance audits let alone performance reviews.
How many organisations have to protest before
gutless government backbenchers are prepared to
stand up to one man? Only one man in this state
wants this legislation and his will is being imposed
on everybody. The central argument of our
opposition to the bill is that certain people will not
stand up to him.
On 30 April Liberty Victoria stated:
... the attacks to the independence of the office of the
Auditor-General represented by the recommendations
in the report of the Audit Act review are a serious
threat to the functioning of Parliament and democracy
in Victoria.

People are expressing their concern. The Associate
Professor of Law at Melbourne University, Professor
Geoff Lindell, states:
The state government had not learnt from the excesses
of the 19805 when various state governments failed to
identify corruption.

A reason for that failure was that the
Auditor-General did not have the capacity to audit
organisations such as the State Bank or
Tricontinental. Had the Auditor-General had such
capacity, perhaps the subsequent events would not
have occurred and Victorians may well have been
better off. The government is attempting to remove
the capacity of the Auditor-General to audit
anything to do with the $15 billion of government
money expended each year.
In its editorial of 26 April the Age states:
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Under these proposals the Auditor-General's formal
independence from the processes of executive
government would be emphasised but in a way that
effectively removes any real content from his or her
role in the scrutiny of those processes. What the
Auditor-General would be seen to do would not be
what the Auditor-General does.
A watchdog independent in name only.

The list of protesters against the legislation goes on
and on. Dr Neville Norman from the University of
Melbourne states:
Kennett's plan would markedly diminish the
Auditor-General's powers.

The Auditor-General is under threat from the
government. Professor Barry Cooper, head of the
Department of Accountancy at Royal Melbourne
Institute of Technology, is but one of the many
Victorians with standing in the community, a person
involved in accountability and accounting in
Victoria whose views should be respected. On
15 July Professor Cooper said:
I think it is appropriate that I commence my comments
by reference to an article by
Professor Rodney Maddock, chairman of the Audit Act
Review Committee, in which he claimed ... that:
'Whipped up by the Age and other anti-Kennett
interests, the public response to the review of the
Victorian Audit Act has been full of emotional heat
over supposed threats to democracy. But it's clear that
few of the commentators have bothered to read the
committee's report'.

Professor Cooper's response was:
These comments are totally unfounded. It appears that
by being constructively critical of the committee's
report, the Age is accused of 'whipping up emotional
heat' and that others who happen to believe that
Mr Kennett is not infallible and has got it wrong this
time, are anti-Kennett! It might also be a surprise to
Professor Maddock that most commentators, myself
included, have in fact bothered to read the report and
have serious reservations about a number of its
recommendations.

Again, those are remarks from a prominent and
respected member of the community.
Mr James Guest, a former member of this place and
of the former Public Accounts Committee, took the
trouble to write a submission to the Audit Act
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Review Committee in which he stood up for
accountability in this state.
I have put on the record in a substantive way the
opposition's views and concerns and those of a wide
range of Victorians and Australians who are
concerned about the bill and its future effect on the
state. The bill should be opposed by members on
both sides of the house because it goes beyond
political partisanship. It goes to the heart of the
notion of the Westminster system of responsible
government. In nations across the Western world
that have inherited this form of government the
concept of an independent financial auditor
responsible to Parliament and not the executive has
underpinned and fostered parliamentary democracy.
The opposition believes we live in an age when the
divine rule of kings is an outdated and obsolete
philosophy of governments, a forgotten reminder of
the ancient regimes of 18th century France and
England. Yet with this one decision by a
power-drunk Premier we are thrust back to that age,
which denies more than 200 years of parliamentary
democracy and negates the trend that began in this
country in 1828 with the appointment of the first
Auditor-General.
Since this government was elected five years ago
there have been three reviews of the Office of the
Auditor-General, and I have gone through them in
detail. Each supports the Auditor-General and finds
that he is doing his job efficiently and effectively and
that his office is comparable to other offices
throughout the world and better than those in other
states or provinces in Canada.
A more cynical observer would probably contend
that the government has conducted such regular and
thorough inquiries into the office to see whether it
could catch the Auditor-General out. The fact that
the government has not been able to do so and that
time and again the reports come back saying the
Auditor-General is doing a good job attests to the
integrity of not only the office but of
Mr Baragwanath himself and gives credence to the
view that the proposed changes to his office,
justified on the ground of the government's
competition policy, are merely an excuse to get rid of
the Auditor-General.
Although members of the government may oppose
the opposition's view on these matters, I shall round
off my contribution by saying again that I strongly
believe this issue transcends political allegiances.
Sooner or later we will all be in opposition and
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sooner or later we will all rely on the
Auditor-General. We have a responsibility that goes
even beyond that to our own parties. That is our
responsibility as members of Parliament
representing the people who elected us, and that
responsibility dictates very strongly to us here today
that we support the Auditor-General.
If government members, particularly those outside
the executive, analyse what is being said - what the
opposition and the commentators have said - it
will be apparent, on the weight of the logic of the
argument, that this issue of taking a party-political
stance is insignificant compared with the longer
term and broader issue of public accountability for
us and our children. All members of this house
know that as members of Parliament they have
responsibilities and obligations to their
constituencies and to the broader community which
they now need to discharge.

I remind all honourable members of a judgment
handed down in the High Court in the case of Horne
v. Barber. It made the following assertion, which I
believe is salutary for us all:
One of the duties [of a member of Parliament] is that of
watching on behalf of the general community the
conduct of the executive, of criticising it and, if
necessary, of calling it to account in a constitutional
way ... that is the whole essence of responsible
government, which is the keystone of our political
system, and is the main constitutional safeguard the
community possesses.

Through that statement the High Court of Australia
is appealing to members in this place to discharge
their duty as members of Parliament of watching on
behalf of the general community the conduct of the
executive. That duty goes across the political parties.
As individual members of Parliament we all have
the opportunity to consider the issues both during
the second-reading debate and in committee.
The opposition invites government members to put
to one side, reconsider and defer this proposed
legislation. After all is said and done, the bill will not
come into effect until June next year. The only part
that comes into effect immediately is the group of
provisions that establish Audit Victoria, but the
legislation will not come into full operation until
June next year. There is no urgency to do this. It is a
mistake, and in their heart of hearts I believe most
members of the government backbench know it is a
mistake. It will have to be reversed by a future Labor
or conservative government - and it will be
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reversed by a future government. During the course
of that reversal people will ask, 'Why did they do it?
Why didn't people stand up and defend the
Auditor-General during the debate back in 1997?'.
Members of the opposition intend to move a range
of amendments during the committee stage because
we believe the legislation is fatally flawed. It should
not be passed on one ground alone - that it allows
the Auditor-General only one week to rubber stamp
all the financial audits.
Anybody who thinks the Auditor-General will be
able within the space of a week to examine hundreds
of financial audits and decide whether or not they
have been done properly and whether further work
needs to be done on them is kidding himself. Not
only will he not have the power to do them himself,
he will be required to pass the financial audits
within one week.
Hon. R. M. Hallam - Report on them - he is
not required to pass them.
Hon. T. C. THEOPHANOUS - He is required to
get out his big rubber stamp, Minister, and stamp
them: he is required to say they are okay. I do not
know about you, but if I were the Auditor-General I
would not want to sign off a financial statement
unless I had had a good look at it and had satisfied
myself that it was appropriate. The opposition
thinks the legislation is flawed in a number of key
areas, and during the committee stage it will argue
strenuously for the amendments it will propose.
I conclude almost as I began more than 3 hours ago
by appealing to all members in this place to
discharge their responsibilities not as Liberal Party
members or National Party members or Labor Party
members but as representatives of the people of
Victoria.
Hon. BILL FORWOOD (Templestowe) Mr Theophanous just pointed out that he spoke for
more than 3 hours. In fact, he spoke for 31;2 hours,
and in that time I do not think he once mentioned
the bill or the act. The issues before us, which are of
vital interest to Parliament and to the people of
Victoria, have been the subject of debate since the
process started in November 1996. However, during
that debate the clauses of the bill and the sections of
the act have rarely if ever been mentioned. Instead,
we have heard the usual comments about this being
the death of democracy and about the
Auditor-General being nobbled because he is too
efficient or effective. We have been told that the
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government wants to silence him because he has
been a constant critic.
We have been told that the bill will permanently
nobble him and that he will become a rubber stamp.
We have been told we are opening up opportunities
for corruption. We have heard that this is a
conspiracy and that the Auditor-General is being
silenced and hounded from office. However, not
once in 31,-1 hours did Mr Theophanous say how
those things are happening or would happen.
In the interests of the house I will describe how the
arrangement will work. I start by referring to
proposed section 4A, which will make the
Auditor-General an independent officer of the
Parliament, particularly proposed section 4A(6),
which states:
Subject to this act and to other laws of the State, the
Auditor-General has complete discretion in the
performance or exercise of his or her functions or
powers and, in particular, is not subject to direction
from anyone in relation to (a) whether or not a particular audit is to be conducted;
(b) the way in which a particular audit is to be

conducted;
(c) the priority to be given to any particular matter.

The Auditor-General will have absolute discretion
about what can be audited, how it can be audited
and when it can be audited. There is a provision
involving Parliament in the process, but both the bill
and the second-reading speech make it clear that no
directions can be given to the Auditor-General
concerning what he wants to do or how he wants to
do it.
The bill goes into some detail about the competitive
model and the mechanism for bringing
contestability to the process. However, it is clear that
the tender process will be run by the
Auditor-General himself. It is also clear that, if
necessary, he can bypass the process and appoint an
auditor without going to tender. The bill makes even
clearer the process the Auditor-General, as principal
auditor, is to follow when audits come back to him.
As defined in the Australian Society of Certified
Practising Accountants guidelines, an auditor is:
The person with final responsibility for the audit or
audit related service engagement. The term 'auditor' is
used throughout the AUSs. Such reference is not ...
intended to imply that a person performing an audit or
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audit-related service need necessarily be the auditor of
the entity, nor that the service being provided is an
audit The term is used to indicate that the work is
required to be performed by persons who have
adequate training, experience and competence in
auditing.

It further defines 'principal' auditor as:
... the auditor with responsibility for reporting on the
financial report of an entity when that financial report
includes financial information of one or more
components audited by another auditor.

Not only did Mr Theophanous not talk about the act
or the bill, he also did not refer to the CPA
guidelines. The act and the bill both make it clear
that all audits will need to be done in accordance
with established and existing guidelines. This is not
a mickey mouse system. It is a robust system that is
built around the guidelines already established by
the CPAs - and that is reflected in the bill and the
act.
I also make the point that the Auditor-General will
have the capacity to be involved in the process the
whole way through, not just at the end when he
signs an audit off. If he wants to do the job properly,
of course he will be involved the whole way through.
Many of the complaints made by Mr Theophanous
could be construed as criticisms of the
Auditor-General for the way he has conducted his
business to date. Some 75 per cent of financial audits
already go out to the private sector. He will remain
involved in those in exactly the same way that he is
now.
Proposed new section 9 makes it clear that, when the
audits come back, having been done by the persons
who won the tenders, the Auditor-General will be
the only person who can report on them to
Parliament. Before he makes a report he will be able
to use his existing powers under section 11 of the
act. Proposed new section 9A(2) says that before
making the report, the Auditor-General:
(a) may require the authorised person who made the
report ... to provide a further report; and
Cb) may exercise powers under section 11 to obtain such
further information as he or she thinks fit.

Section 11 contains the power that says the
Auditor-General may require persons to appear
before him to produce documents in their posseSSion
or custody, may cause searches to be made, and may
examine persons under oath. No-one is taking those
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powers away from the Auditor-General. He will still
have the power to go where he wants to get
whatever information he wants whenever he wants
to get it.
Those provisions apply equally to performance
audits. When performance audits come back to - -
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The solution to that is to isolate the executive from
the process of allocating staff. The staff the
Auditor-General will have will be the staff required
to do his job as decided between him, the board of
Audit Victoria and the Public Service Commissioner.
It will not be decided by the executive because in
that regard the government wants a robust audit
system - it always has wanted it and always will.

Hon. Jean McLean interjected.
Hon. BILL FORWOOD - Mrs McLean says, 'If
they are done'. The choice of audit will be entirely
up to the Auditor-General; no-one will tell him what
audit to do. If he wants to do a performance audit,
that is what he will do. No-one will have the
capacity to tell him what to do or what not to do.
At the moment Parliament gives him $4.1 million to
conduct performance audits. But in future, his
financial audit budget will also come from
Parliament - not from the executive. So not only
will he be an independent officer of Parliament, his
budget will come from Parliament and he will be the
only person who can report to Parliament. No other
auditor will be able to do so.
The robustness of the system means that the
Auditor-General will h~ve all the powers he needs
to do whatever work he wants to do on any audit he
chooses - a financial audit, a performance audit, or
even a ministerial portfolio report under
section 15 - and to report the findings to
Parliament. No-one else can report to Parliament.
Hon. D. A. Nardella - With no staff.
Hon. BILL FORWOOD - Let me pick up the
interjection. I will round this out by saying that one
of the great complaints was that the Auditor-General
would be put in the ivory tower and given no staff. I
refer to new section 24 inserted by clause 22 of the
bill which says that the staff in the Auditor-General's
Office will be provided after consultation with the
Public Service Commissioner, an independent
statutory officer. The new section headed
'Determination of staff to be transferred' states:
The Public Service Corrunissioner, after consultation
with the Auditor-General and the Board, must
designate in writing the officers and employees of the
public service who are employed of the Victorian
Auditor-General's Office who are to become officers
and employees under section 25.

A complaint was made that the executive was trying
to nobble the Auditor-General and give him no staff.

Hon. Jean McLean - Why doesn't one person in
this community except you believe that? Not one
other person believes that.
Hon. R. M. Hallam - Apart from the minister.
Hon. BILL FORWOOD - When this
government came into power in 1992 it was faced
with a con accounting system that enabled next
year's revenue to be pulled into this year, this year's
expenditure to be pushed on into next year and
funny-money deals to be done here and there. The
government started the process of developing a
robust management and accounting system and
made a number of changes. I recommend that
members opposite read Reform of the budget sector
Victoria: elements offinancial management and look at
the section on the integrated management cycle,
which is about how we tie outputs and objectives in
with the budget and performance measures and
report in annual reports and through the budget
documents. I recommend also that honourable
members read the Output costing guide Victoria or
Output specification and performance measurement
Victoria. I recommend that honourable members
read the transcripts and the most recent report of the
Public Accounts and Estimates Committee, of which
I am pleased to be the chair. Chapter 2 of the report
is about demands that government address the
issues of transparency and accounting.
The government has gone to a lot of trouble to
develop a robust accounting system: why would it
want to nobble the Auditor-General? It is a nonsense
and always has been.
In any large environment - manufacturing or
service; in any big field of endeavour involving
amounts of $15 billion to $20 billion such as a
government - some things will always be done well
and others done not so well. The government wants
to know what is wrong so it can fix it. That is why it
wants to measure results. It brought in accrual
accounting, with the support of the opposition I
might add. The government wants a robust audit
system that complements the systems of accounting
and measurement it has brought in.
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It is a nonsense for Mr Theophanous to spend three
and a half hours of our time today listing a number
of people who do not believe this is a robust system
and not once referring to the bill or the act.
In the course of this debate over the past 12 months
people have expressed concerns about a number of
proposals. The first was the suggestion in the terms
of reference that departments could appoint their
own auditors. That issue was considered; it was
rejected. You won't find that anywhere in the bill.
Another one was that the Auditor-General would
not control the tender process and that the tender
panel would comprise people other than him. You
won't find that in the bill. The only person who
controls the tender process is the Auditor-General,
and he has the capacity to bypass it if he so pleases.
A further concern related to the government's ability
to audit itself because we cannot have a
gamekeeper-poacher scenario. In the establishment
of the purchaser-provider split that provides the
robust audit system that will improve the quality of
audits in Victoria the government came up with the
proposal that Audit Victoria cannot be given a
direction. The bill says that on an audit matter Audit
Victoria cannot be given a direction. It also says that
in the case of a direction being given on a matter that
is not associated with an audit - for example, a
borrowing issue - any direction that the minister
may give to Audit Victoria must be in writing, must
be reported in the annual report and must be
commented on. The issue about the government
auditing itself has been specifically dealt with in this
way, so that one can be crossed off the list.

Another matter of some concern and one that I
picked up on was the comment by Mr Theophanous
by way of interjection that performance audits
would be abolished and replaced with performance
reviews. No. If he compares the bill with the act he
will see that, other than the changes necessary to
cover the fact that we are going through a tender
process to select the auditor, virtually all the
prOvisions of the existing section 16, which deals
with performance audits of authorities, stay the
same. There is no performance review; they are still
performance audits, so that is another one of the
scares that has disappeared.
I dealt with the issue Mr Nardella raised of the
Auditor-General getting no staff, therefore making
his independence illusory and ineffective. The
government wanted a robust system and it will get it
because the Public Service Commissioner will work
with the Auditor-General to decide the appropriate
staffing levels needed to do the job.
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If people want to take another view of this they
should read the second-reading speech, which
provides explicitly that the required staff will be
made available to the Auditor-General so he can do
the job that we want him to do.

Hon. Jean McLean - That you want him to do!
Hon. BILL FORWOOD - Yes, a robust audit
system, because the proof of the pudding will be
that next year and the following years audit reports
will be coming in here in the same way as they come
in now; some will be approving and some critical,
but they will come in signed by the Auditor-General,
having been through the tender process, having had
the work done and the Auditor-General having used
his own resources do whatever he wishes to do with
them. The second-reading speech and the bill
provide specifically that he may do what he wants to
do in order to finalise and report.
I turn to section 15 of the principal act. Not long ago
a scare campaign was being run saying that the
ministerial portfolios report we saw this year would
be the last one we would get. I do not know where
that idea came from. It is difficult to find mention of
it in the Maddock review; I went looking for it.
Evidently there is a spot back in the appendices
somewhere which, with some stretch of the
imagination, could be interpreted as meaning that
section 15 of the principal act relating to ministerial
portfolios may be abolished, but this was nowhere to
be found in the recommendations of the Maddock
review. The bill and the act are quite spedfic on that
point.
Section 15 of the Audit Act deals with reports by the
Auditor-General. Subsection (1) provides that:
The Auditor-General may make a report on any audit
undertaken by the Auditor-General, or person
authorised by the Auditor-General, under this or any
other Act.

For both a financial audit or a performance audit, the
Auditor-General alone reports to Parliament. In
addition, under section 15 the Auditor-General can
use his own resources to prepare a report to
Parliament. The great strength of the system is that if
the Auditor-General wants to report on an issue he
can do so. I shall read to the house a letter I wrote to
the Auditor-General on 31 October when the debate
was at its height. It states:
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DearChes,
I thought I might like to explain how the new system
will work in practice.
While audits will be done under contract to you, you
have absolute authority to report to Parliament and the
act makes no specification on what such a report
should contain.
As your section 15 powers are retained in the act, you
can report on any matter arising from a financial audit
at any time. How a matter' arises', and how you deal
with it, is entirely up to you. Of course, you have
complete discretion in how you report a performance
audit as well.
The next thing is that you are funded by the
Parliament, not the Executive. If you decide to report to
Parliament you will use your own resource - not those
of a contracted firm or person - to do so.
Given your section 11 powers to get information, under
oath if necessary, I don't see what the problem is you can report, you are resourced, you can go
anywhere and get anything.
I would have thought that, coupled with the other
powers in the act and the bill, this is absolute
independence and a completely robust system.
In essence, you purchase whatever audit services you
want and what you do with the result is wholly up to

you.
I met with the Auditor-General's staff and discussed
these issues. Some of the points arising from that
discussion were incorporated in the bill before the
house. The point I wish to make is that while both
financial and performance audits are done under
contract and the Auditor-General then has the ability
to report on them to Parliament, the existing
section 15 power remains. The Auditor-General will
be able to use that power as he sees fit to do what he
wants to do.
That is a quick snapshot of how the bill works. I
shall make a couple of points about the
misinformation that has been going around and I
shall also deal with some of the specific issues
Mr Theophanous raised, particularly in relation to
me in Sydney. Let me put a couple of points on the
record. The Leader of the Opposition said on
2 December that in future organisations will be able
to appoint their own auditors and pay them
handsomely to produce the results they want. There
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are two interpretations of that. One is that he was
deliberately telling a mistruth and the other is that
he does not know what he is talking about. I will
leave it up to the house to decide.
I shall refer to what the Treasurer said. Much has
been made of the independence of the
Auditor-General and whether he can get things
done. In a number of forums, the Treasurer has
raised questions that need to be asked in relation to
independence and who controls the audit process.
The Treasurer asked the following questions. Is the
person making the decisions guaranteed of
independence from the political process? Is that
person responsible to Parliament? Does that person
have responsibility and authority to give directions
on the conduct of audits and is he or she free from
direction by anybody else? I add to that: does that
person have sole responsibility and authority to give
direction? The Treasurer also asked the follOwing.
Does that person have line authority over the audit
process distinct from the executive government? Of
course, that person does. Does that person have
budgetary control? Is that person accountable to the
Parliament or executive government? Does that
person have power to determine the audit program
in conjunction with the parliamentary committee
that oversights the program? Does that person
conduct the tender process himself or herself? Will
that person engage the auditors who physically
carry out the work of performing the audit? Does
that person have the power to supervise the work?
Will that person sign the audit certificate? Does that
person have power to depart from the contestable
process that the legislation contemplates as the
norm?
The answer to all those questions is that the
Auditor-General does. I would add one more to that
list. The only person who can report to Parliament
on any audit is the Auditor-General. He has absolute
control over that process.
I shall touch on a couple of specific issues raised by
Mr Theophanous. In particular he asked whether an
auditor who got it wrong could be sued. Of course,
the answer is yes. Mr Theophanous maintains the
auditor cannot be sued, but there is nothing in the
act to provide that the authorised person who has
won the tender has immunity for any mistakes
made. If that person makes a mistake, he or she is
responsible. If an authorised person, who provides a
report concerning a financial audit, is negligent, fails
to comply with the terms and conditions, fails to
comply with the auditing standards, or fails to
comply with performance standards, he or she can
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be sued for damages that flow as a result of the audit
report.

should be responsible to the Chief Minister, the
Prime Minister or Premier of the state.

The only person who reports to Parliament and
signs the audit is the Auditor-General. However, the
people who do the work must be responsible for the
work they do for him. If the Auditor-General signs a
report he obviously has obligations of his own to
ensure that the work that has been done is in
accordance with the act and the auditing standards,
which need to be proven. However, there is nothing
in the act and nothing in the way the system will
work that prevents auditors from being held totally
responsible for the work they do. Mr Theophanous
went into great detail about what happened in
Sydney at the ACPAC conference earlier this year.

There was debate about various aspects of
'independence' and what they mean. As
Mr Theophanous knows, I was comfortable in
supporting the motion that referred to 'operational
independence' and in his absence I detailed what it
means.

Hon. D. A. Nardella - Where you couldn't get a
seconder.
Hon. BILL FORWOOD - Mr Nardella helps me
by his interjection.

The first draft of the minimum requirements for the
independence of the Auditor-General states at 1.4:
The Auditor-General should be responsible
administratively to the Parliament.

That is what we do here. The version we finished up
with after discussion states:
The Auditor-General should be responsible
administratively to the Prime Minister, Premier, or
Chief Minister.

Hon. D. A. Nardella - You couldn't get a
seconder. The seconder withdrew.

We had a discussion about 'operational
independence'. Don't you remember?

Hon. BILL FORWOOD - Mr Nardella was not
there.

Hon. T. C. Theophanous - Yes, but tell us about
the other piece.

Hon. D. A. Nardella - No, I wasn't, but my
leader was.

Hon. BILL FORWOOD - I am happy to.
Mr Theophanous tried to paint a picture of my
getting caught out. My colleagues know me better
than that. I had actually done some work on what
we were going to do and I went there with a motion
in my pocket.

Hon. BILL FORWOOD - Mr Nardella has in
front of him no transcript of what happened. That is
disappointing because I would not want to be
unkind. We went to Sydney to discuss minimum
requirements for auditors-general. I have absolutely
no problem with the resolutions passed. I have never
had any problem with that. I have always believed
in and have never wavered. from the notion of
having an independent Auditor-General doing what
he or she wants to do.
I do not believe that is in any way in conflict with a
contestable model. I went to Sydney with some of
my colleagues to represent Victoria at joint meetings
of public accounts committees in Australia. We were
prepared to support what we all believed to be an
important motion on the independence of
auditors-general. A number of debates took place
about particular clauses. It is ironic that
Mr Theophanous should only quote bits of what
happened. He will remember that in Sydney we
changed the provision about the auditor-general
being an officer of the Parliament. We said he or she

Hon. T. C. Theophanous - You didn't do too
well!
Hon. BILL FORWOOD - I had already talked to
the other states about what was going on.
Hon. T. C. Theophanous - Is that why you got
rolled?
Hon. BILL FORWOOD - We will get to that.
The later version of the minimum requirements of
the Auditor-General further states:
The Auditor-General should have the sole power to
carry out, or designate an auditor to carry out, the
external audit on all agencies which are owned,
controlled or substantially responsible to government.
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That is what we have in Victoria, and there is not a
problem about that at all. I will now read into
Hansard what I said in Sydney:
On the substantive issues contained in this motion, as
members have seen by the way we have voted today,
we have no problems.

That is, we have no problems with the independence
of the Auditor-General. I went on:
However, there is another problem, which is that a
totally independent and separate review is being
undertaken of Victoria's audit legislation as it relates to
competition policy.

We decided to move our own amendment, as was
described by Mr Theophanous. The commonwealth
government agreed to second it. After some
discussion about whether it was appropriate, the
chairman stated:
If the seconding of the motion is withdrawn and it is
not otherwise seconded, its present status, which is an
amendment to the substantial report, will lapse. I will
then entertain another motion.

My seconder, Mr Sornlyay, representing the
commonwealth, said:
I would be happy to withdraw it provided I have the
assurance of the council a motion to that effect will be
accepted.

Mr Sornlyay withdrew on the proviso that he had
the assurance of the council that a motion would be
accepted. We withdrew the amendment and went
through the business of passing the original motion.
Then I moved my new motion with Mr Sornlyay
seconding it. We then got into points of order and
the like.

Hon. T. C. Theophanous - Why didn't he
second your motion dissenting from the ruling of the
Chair?
Hon. BILL FORWOOD - There was a queue of
people to second my dissent motion.
Hon. T. C. Theophanous - So many that you
lost!
Hon. BILL FORWOOD - Let's get to the bit
about losing. In Sydney eight people had a vote. We
withdrew the amendment on the basis that we could
entertain a new motion. The chairman then ruled the
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motion out of order. We thought it was a bit rich in
the circumstances and I did not think I had much
choice but to dispute his ruling. I did not want to do
it, but I moved that the debate proceed. The
chairman said:
I have just ruled that it will not proceed. If you want to
debate that issue you would need to move dissent from
the chainnan's ruling.

This was a new experience for me. I always do what
the chairman says, but I was not going to put up
with that. I said:
This is a sad day.

Then I moved dissent. As Mr Theophanous pointed
out, the representative of the Northern Territory was
quick to her feet to second the motion. Everybody
had anticipated we would get to debate the motion
before we were gazumped by the chairman from
New South Wales.
Hon. T. C. Theophanous - Which party was he
from?
Hon. BILL FORWOOD - The National Party.
He put the question and said:
On the show of hands I declare the motion for dissent
from the ruling of the chainnan in respect of the closure
of this debate lost. This session is now concluded.

The transcript of the meeting was made available to
me and I was invited to make corrections to it. I
identified for correction that the ayes were Victoria,
Northern Territory, Queensland and the
commonwealth, and that the noes were New South
Wales, the representative of which was the
chairman; the ACT, the representative of which was
an opposition person; Tasmania, the representative
of which was an Independent; and South Australia.
The vote was four all, so the motion was lost on the
casting vote of the chairman.
Hon. T. C. Theophanous - You lost the motion
and you're complaining!
Hon. BILL FORWOOD - I stand here happily
today-Hon. T. C. Theophanous - What happened to
the other conservative states?
Hon. BILL FORWOOD - The representative
from South Australia chose to vote the way he
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wanted to vote. I was happy to go to Sydney and
argue for the independence of the
Auditor-General - I will go anywhere and vote for
the independence of the Auditor-General- but I
make the point that what happened in Sydney was a
hijack and was very disappointing.
Hon. T. C. Tbeophanous - The one Labor state,
which had a National Party chairperson, hijacked all
the other states.
Hon. BILL FORWOOD - No - you did,
Mr Theophanous. I conclude my contribution by
touching on another statement Mr Theophanous
made in his contribution. He described the
Auditor-General as a monstrous rubber stamp.
Hon. T. C. Tbeophanous - That's not true! I said
that is what you will make him or what he will
become under the proposal- and it is what he said
about himself.
Hon. BILL FORWOOD - Although there are
occasions when I disagree with Mr Baragwanath,
often I agree with him. I always support his ability
to audit what he wants to audit and report to
Parliament what he wants to report, and to describe
him as a monstrous rubber stamp is an absolute
outrage.
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rubber stamp. The motion dealing with the
Auditor-General that was carried at the Liberal
Party conference in Shepparton states:
That, in the interest of Victorian taxpayers, the
Victorian state government, when making any future
alterations to the Audit Act 1994 to protect the
authority and powers of the state Auditor-General, will
ensure that his office has the exclusive authority to
contract out, have control of and be responsible for the
payment of all audits of Victorian state government
departments, instrurnentalities and authorities
conducted by private auditing firms.

The bill meets those criteria, and I commend it to the
house.
Hon. M. M. GOULD (Doutta Galla) - It is not
without a measure of sadness that I speak on the
legislative changes proposed by the government to
undermine the position of the Auditor-General. This
bill would have to be the most radical, contentious
and unnecessary piece of legislation to be introduced
into the chamber. I do not know how many
government members in this place can reconcile
their support for the legislation. Regardless of their
complexion, all governments hate the
Auditor-General!
Hon. R. M. Hallam - Wrong!

Hon. T. C. Theophanous - On a point of order,
Mr Acting President, I do not mind Mr Forwood
putting his point of view, but deliberately
misleading the house about what other members
have said is inappropriate and not in accordance
with the forms of this house. I did not describe the
Auditor-General in the terms he used. I said that if
the proposed legislation is passed the
Auditor-General will become a rubber stamp, which
is completely different from what Mr Forwood said.
I ask you to suggest to Mr Forwood that he should
stop deliberately misquoting members of the
opposition.
The ACTING PRESIDENT
(Hon. G. B. Ashman) - Order! There is no point of
order. This is a wide-ranging debate and there is
adequate opportunity for people to rebut arguments
put during the debate.
Hon. BILL FORWOOD - The process requires
that all reports coming to Parliament through the
audit process go through the Auditor-General so he
can satisfy himself as to their scope and whether
they are in accord with epA guidelines. He will
have the staff to do so. In no sense will he be a

Hon. M. M. GOULD - That is in relation to the
Auditor-General bringing out reports to show where
governments have mismanaged the state's finances.
It is not much different from football players not
liking umpires! During the past year, there have
been a number of press reports regarding the
Auditor-General and ordinary Victorians have been
involved in the debate. They are greatly concerned
about the role of the Auditor-General being
diminished as a result of the legislation and the
opinions of a number of commentators who have
spoken out.
Hon. Bill Forwood - Talk about the bill!
Hon. M. M. GOULD - I will get to that,
Mr Forwood! The first Australian Auditor-General
was appointed in 1828, but it was not until the 1950s
that there was a change in the representation in this
house. It could be said that the position of the
Auditor-General is as old as democracy in this state.
On this day the government continues to attack
democracy by attacking one of the state's key
institutions. It will come as no surprise to
honourable members that every member of the
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opposition in this chamber will speak in opposition
to the bill for a couple of reasons. We want to
publicly display our support for the
Auditor-General and we want to hear government
members respond during the debate.
The bill demonstrates how far the Kennett
government is prepared to go in order to silence one
of its most effective and persistent critics. The most
disturbing aspect of the bill is that it threatens to
destroy the Auditor-General's ability to carry out his
or her fundamental goal within our system of
parliamentary democracy.
The Auditor-General is an integral part of the
parliamentary regulatory and accountability
framework. He or she is charged with the
responsibility of independently auditing the
government's activities on behalf of Parliament and
the public. Significantly, the Auditor-General's
Office is the principal source of independent
information for both Parliament and Victorian
taxpayers on the performance and operation of the
government. The mission statement on the aims of
the Auditor-General's Office is:
... to strive for excellence in the prOvision of
independent audit services in order to enhance
accountability to the Parliament and efficient and
effective use of public resources in Victoria.

It is no wonder that the government wants to reduce
the ability of the Auditor-General to carry out his or

her functions. The government has consistently
sought to silence its critics, especially in areas where
its performance may be shown to be lacking. There
is no better way to silence critics than to reduce the
Auditor-General's access to information upon which
criticism could be based. The bill achieves that
disturbing result by removing the Auditor-General's
operational independence and discretion.
The political climate surrounding the bill
demonstrates yet again that the government is
willing to adopt the steamroller approach to its
reform. The bill arose in the wake of the much
criticised review of the Audit Act 1994. The review
was commissioned by the government in order to
consider the applicability of the national competition
policy on the Auditor-General's Office. What could
be more inappropriate than setting up a special
review team targeting the Auditor-General and
restricting the way his office functions? That the
review should have occurred at all shows a failure
on the part of the government to understand the role
of the Auditor-General. It was a level of ignorance
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that surprised many, including the Auditor-General.
He wrote to all members of Parliament, and that
letter was reproduced in his annual report:
I am astonished to see that the role of the
Auditor-General is regarded as a government activity
and, therefore, subject to this review. In fact, my role
and that of my office is clearly separate from
government.

The recommendations of the review team were
strongly aiticised because, had they been
implemented, they would have stripped back the
Auditor-General's power to merely deciding areas of
audit and countersigning reports due to go to
Parliament. The review team recommended that the
Auditor-General should lose the power to directly
conduct audits and that private accounting firms
and Audit Victoria compete to carry out that work.
It recommended that a three-member tender panel
be assigned to that work.
The bill has adopted many aspects of the review
team's recommendations. The most disturbing of
those aspects is that the Auditor-General's
operational discretion and independence be
substantially reduced .
Not surprisingly, the process of change used by the
government has involved limited consultation.
Following the Premier's lead, members of the
government have shown their usual pig-headed
attitude towards any issue, and the views of the
public and others who have supported the
independence of the Auditor-General's Office have
been blatantly disregarded. For example, opposition
to the government's reform has been voiced by a
number of organisations, including the Australian
Society of Certified Practising Accountants; the
Australasian Council of Auditors-General; New
Zealand's Auditor-General, Mr McDonald; the
Victorian Bar Council; and the Victorian Council for
Civil Liberties. Moreover, the government has
continued to ignore the views of the Victorian
Auditor-General. For example, in May this year the
Auditor-General commented on the review of the
Audit Act by stressing that no change to the
legislation was necessary. He said:
I finnly believe that contestability principles can be
responsibly and simply applied within the current
legislative framework and in a manner which is
acceptable to the Parliament.

On 20 November the Auditor-General expressed his
bitter disappointment over the approach taken by
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the Premier. TIrrough a spokesperson from the
Auditor-General's Office, the Auditor-General
pointed to the Premier's failure to honour his
undertaking that there would be subsequent
discussion between them once the Auditor-General's
comments on the bill were received. Not
surprisingly, all of the substantial changes
recommended by the Auditor-General were
disregarded. Only 5 very minor suggestions of the
18 changes were incorporated in the bill.
Disturbingly, the bill is based on a flawed
understanding of the role of the Auditor-General. As
stressed by the Auditor-General himself, the bill is
based on the false premise that 'the Auditor-General
is the principal purchaser of audit services'.
On 17 November, in a letter to all members of

Parliament, the Auditor-General stated in part that:
Such a premise undermines the primacy of the
Parliament in that it is the only purchaser of external
audit services in the public sector and the
Auditor-General, as Parliament's exclusive external
auditor, is the only provider of such services to the
Parliament and ultimately the community.

Surely, the government should listen to the views of
the Auditor-General. Not only is he extremely
knowledgeable about this area, but also he is the
person who must ultimately work under the
proposed changes. The government has tried to
diffuse criticism away from itself over the bill. It has
done so by attacking the performance of the
Auditor-General's Office. A statement was released
on behalf of the Auditor-General in defence of his
office. It said that he was:
... quite disturbed that the Premier has questioned the
performance of the office and therefore linked, at this
late stage, the Audit Act review under the national
competition policy to the performance of the office. It
was understood from past announcements that the
review would not be based on performance but solely
related to the legislation.

This attack is without substance; it shows the level to
which the government is prepared to sink in order to
trample upon those who are willing to stand up to it
in order to defend the Auditor-General and the
public interest. The problem for the government is
that the attack highlights its real motives in
introducing the bill. The bill is not about
implementing national competition policy, as the
government would have us believe. It is a full-on
attack of the audit office under a neutral banner. The
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Auditor-General's ongoing commitment to
defending his office from this shameful attack is
worthy of praise and gratitude. In the wake of the
government's approach one is left to marvel at its
arrogance and the persistence of its attack on the
Audi tor-General.
On 30 October the Auditor-General summarised the

failure of the government to listen by saying:
The overall direction of the changes appears to me to be
totally at odds with the views expressed on this issue
by virtually all sections of the Victorian community, for
almost a year now, in support of the Auditor-General
and the Victorian Auditor-General's Office.

Sadly, should the bill go ahead, it will be the public
and the democratic system that will suffer the
consequences of the government's refusal to listen,
not only to the Auditor-General but to the
community at large. There is no doubt the bill will
seriously impair the independence of the
Auditor-General; it will remove the
Auditor-General's ability to directly conduct audits.
According to the Auditor-General, operational
discretion is of absolute importance to the
independence of his office. He rightly asserted that:
... operational discretion is an integral part of, and
cannot be separated from, an Auditor-General's
independence' .

He has drawn that fact to the government's attention
again and again, only to be ignored. His position
was supported by the Institute of Chartered
Accountants and the Australian Society of Certified
Practising Accountants. At page xi of the
Auditor-General's Report on Ministerial Portfolios in
May of this year these bodies are cited as supporting
that view by maintaining that:
... fundamental to the independence of the auditor is
freedom to plan and conduct the audit, report findings
and express an opinion free from external influence.

The reaction of the Auditor-General to the changes
contained in the bill has been damning. He has
slammed the bill as removing his power to directly
carry out audits in the public interest. In a media
statement issued on 30 October this year he
expressed shock and disbelief at the approach taken.
On the nature of his position under the bill he wrote:
Under the bill, the Auditor-General will be stripped of
the power to directly carry out audits which will leave
the Auditor-General without an ongoing audit
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investigatory arm to serve without fear or favour the
interests of the Parliament and the community. Simply
put, the community's independent audit and reporting
voice will be replaced by a contract administrator.
The bill will ensure that the Auditor-General lacks a
direct audit role. As of 1 July 1998, the power to
conduct financial and performance audits will be
assigned solely to contractors. In the case of audits of
financial statements relating to departments or
public bodies, the contractor - termed 'authorised
person' in the bill- will make a report to the
Auditor-General. The Auditor-General must in turn
provide a report on the contractor's audit to the
department or public body, its responsible minister
and the minister administering the section of the act.
For performance audits the contractor will make a
report to the Auditor-General who then reports on
the performance audit to each house of Parliament
within seven sitting days after making the report.
Mr Theophanous has raised the opposition's concern
about those provisions in the bill.
For both types of audits limitations are placed on the
Auditor-General's powers. Firstly, the bill narrows
the Auditor-General's powers to that of merely
being able to require that the contractor do
follow-up work; by doing so the Auditor-General
lacks the capacity to conduct an audit in his or her
own right. Before making a report on an audit done
by a contractor, the bill allows the Auditor-General
to require only that the contractor provide a further
report. Secondly, the bill restricts the purpose for
which information may be obtained by the
Auditor-General to that of obtaining information for
the purpose of carrying out his or her limited
functions and powers under the act - as they will
be reduced by this bill.
The Auditor-General has only a limited capacity to
add anything to his or her report on a contractor's
performance audit under the proposed legislation.
The Auditor-General's report cannot include a
matter that varies the report of the contractor unless
a copy of the Auditor-General's report is first given
to the relevant department or public body and its
comments are then included in that report.
The effectiveness of the Auditor-General's annual
report on ministerial portfolios will be severely
weakened as a result by the bill's amendments.
Although section 15 of the Audit Act allows the
Auditor-General to present such a report, its nature
will change greatly. Removing the
Auditor-General's power to directly conduct
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financial audits will leave the Auditor-General
without operational discretion. This lack of
independence will in turn be reflected in the
thoroughness of the evaluation of the ministerial
portfolios and the nature of the key findings that can
be made. That will be the case because issues
identified during the financial audits will be
included later in the report on ministerial portfolios.
The bill fails to recognise the importance of
preserving the quality and nature of those reports.
That mistake has been made by the review team
and, sadly, it has been repeated by those drafting the
bill. Responding to the mistake in the review team's
discussion paper, the Auditor-General said:
The paper fails to identify that financial audits carried
out by my office extend beyond the forming of audit
opinions on financial statements of individual agencies
and the whole of government to the examination of a
wide range of issues emanating from these audits from
a public interest perspective. The results of this
examination form the basis of detailed reporting to the
Parliament in my annual reports on the government's
financial pOSition and performance and on operations
in individual ministerial portfolios.
Consequently, the bill significantly reduces the
effectiveness of this mechanism whereby
government operations are held accountable to
Parliament and the community.
In addition, the Auditor-General will lose most of
his staff. It is not enough to say that the
Auditor-General and the Auditor-General's Office
will be fully resourced for their responsibilities, as
claimed in the minister's second-reading speech.
That statement is misleading. Yes, the office will be
staffed, but by a fraction of its number. Moreover, it
will be staffed to the extent necessary to enable it to
carry out its severely restricted tasks. In effect, the
Auditor-General's Office has lost the power to
directly carry out its core function and, for this
reason, will no longer require the bulk of its staff.
The situation met with extremely strong criticism
from the Auditor-General. In a media statement of
30 October he said:

I am unaware of any other organisation which is
precluded from using its in-house skilled resources in
carrying out its core activity and is forced, as a result, to
totally rely on parties outside the organisation to meet
its corporate objectives. In effect, what the government
will achieve will be a world first, unfortunately - an
Auditor-General's office without auditors.
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If the bill proceeds, Victoria will stand in a unique
position compared with other jurisdictions. Firstly, it
will have an Audit Act which provides the
Auditor-General with no operational discretion,
with the result being devastating for his or her
independence. Secondly, it will have an
Auditor-General's office without auditors.

when in a letter to members of Parliament dated
17 November he warned that:

Accordingly, the chief executive officer of the
Australian Society of Certified Practising
Accountants expressed his opposition to the planned
privatisation of Audit Victoria. In an article in the
Age of 20 November this year he warned that:

Under the bill the Auditor-General will have to
apply a competitive process to the appointment of
contractors, whether Audit Victoria or one of the
large accountancy firms. The commercial basis
governing the function of Audit Victoria and the
private accountancy firms will mean they are unable
to equal the service that has been provided by the
Auditor-General's office.

If Audit Victoria is separated from the
Auditor-General, it will mean far less accountability ...

This action will diSintegrate the existing experience and

knowledge capital of my office which is now a
distinctive community asset and has a high standing
worldwide in public sector auditing.

on financial management in this state.
Members of the society are concerned about the bill
and they have expressed their concerns loudly and
often. No Auditor-General under such a system
could guarantee that audit services would be carried
out with a sufficient degree of structural
independence so as to enhance accountability to
Parliament and the efficient and effective use of
public resources. Victoria will have a watchdog
without teeth. The nature of Audit Victoria is such
that people will wonder why it was ever created.
The staff of Audit Victoria will be separated from the
Auditor-General and Audit Victoria will not be
answerable to the Auditor-General for its overall
performance and direction. Instead staff will be
answerable to a board of directors appointed by the
government. That is contrary to the position
advocated by the Australian Society of Certified
Practising Accountants and the Institute of
Chartered Accountants in Australia as stated in their
plan, which is contained in an open letter dated
August 1997.
The existence of Audit Victoria seems to accomplish
little more than facilitating the removal of the
Auditor-General's staff by providing them with a
place to go - they have gone from the
Auditor-General's Office to Audit Victoria. Perhaps
the government thought the attack on the
Auditor-General was a bit too obvious and softened
it by creating Audit Victoria so no staff would have
to be sacked or removed.
The establishment of Audit Victoria is far from
appropriate. It will result in a weakening of the
knowledge base that is found in the current office.
The result was foreseen by the Auditor-General

The Auditor-General wrote to all members of
Parliament on 17 November and raised concerns
about Audit Victoria. The letter states:
Audit Victoria will ultimately be involved in a range of
functions on a commercial basis and therefore will not
be able to perform the dedicated external audit role of
protecting the public interest, which is the hallmark of
successive Auditors-General in Victoria.
There is a potential for a conflict of interest for firms
which are interested in securing government
consultancies and which choose to carry out
performance audits: their interest in consultancies
may cause them to be reluctant to criticise the
government in their audit reports.
Under the bill if the tendering process is not adhered
to by the Auditor-General the reasons for failing to
do so must be included in the annual report to the
Public Accounts and Estimates Committee. The
Auditor-General's discretion will be severely
restricted by that requirement. As a result of the
need to justify his or her decisions to a committee,
that discretion will be exercised rarely, if at alland only in exceptional circumstances.
In another place on 20 November, the Treasurer,

Mr Stockdale, claimed that one of the provisions
protecting the Auditor-General's independence
means that he or she would not be unequivocally
bound to take part in the competitive tendering
process. However, given the limited discretion that
will be available, the Auditor-General might as well
be unequivocally bound.
The government has tried to deceive the public into
believing that the Auditor-General will be more
independent than he is now. I find it difficult to
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accept that the government believes the public will
fall for the sort of rhetoric it has been churning out.
The changes will ensure that the Auditor-General's
independence is severely weakened. That is
apparent in the Auditor-General's description of the
effects of the bill. In his letter of 17 November to
members of Parliament he warned that:
Under professional ethics, it is fundamental to audit
independence that an auditor have the freedom to
actually conduct audits.
In any other climate that would go without saying.
However, in Victoria it needs to be said - but it is
being ignored by the government. Clearly, the
Auditor-General will not have that basic freedom.
In the face of the changes that have been described,
it is clear that the mechanisms the government is
relying on to suggest that the Auditor-General's
independence will be enhanced are simply symbolic.
They are mere trappings without power, form
without substance. Without operational discretion
the Auditor-General can have no independence. It
therefore means nothing to say that the
Auditor-General will be an independent officer of
the Parliament. The mere symbolic nature of the
statement is acknowledged in the bill. It excludes the
usual implications that would otherwise arise from
the change. To remove any doubt, proposed
section 4A(3) states:

There are no implied functions, powers, rights,
immunities or obligations arising from the
Auditor-General being an independent officer of the
Parliament.
Proposed section 4A(5) states:
There are no implied powers of the Parliament arising
from the Auditor-General being an independent officer
of the Parliament.
On the issue of funding, the transfer to Parliament of
budgetary responsibility for the Auditor-General is
also just symbolic. At page (xiii) of his latest report
on ministerial portfolios the Auditor-General states:
The important issue is not the source of funding, but
that the staff are answerable solely to the
Auditor-General who is independent of the
government.
Because of the bill the Auditor-General, the
Parliament and the public will miss out. The
government has shown an unrelenting disregard for
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the mechanisms of accountability in our democratic
system. It has consistently silenced its critics and
sabotaged bodies that once enjoyed a high degree of
independence. The reform package that has been
dealt out to the Victorian community began with the
removal of the former Commissioner for Equal
Opportunity, Moira Rayner. Later the former
Director of Public Prosecutions came up against the
Premier, and as a result the DPP's structural
independence was weakened to an unprecedented
degree.
The Auditor-General has called on Parliament and
the public to protect an institution that for so long
has protected them. There are numerous examples
of reports that have protected the interests of
Parliament and the community. Recent examples
include the report on child protection and the
reports on Intergraph, which highlighted the huge
mismanagement of taxpayers' funds in the tendering
process. They also include the reports on the
Community Support Fund, which highlighted
massive mismanagement and showed that the
money was generally not being used for the
purposes for which the fund was established.
Without the Auditor-General reporting on those
matters to Parliament - and, in turn, to the
community - Victorians would not be aware of
what is happening in those areas. The question one
therefore has to ask is: where will Victoria be once
the bill is passed?
Once reports are tabled in Parliament the
government criticises them and then steps on them.
As I said, the Auditor-General criticised the
government for failing to demand up to $174 million
more from Crown Casino for its 150 extra tables. He
also criticised its administration of the Community
Support Fund. He reported on the government's
spending $130 million on marketing and promotion,
some of which was used, in the Auditor-General's
words, totally inappropriately for party political
advertising. Another report found that the Leeds
Media contract was awarded after a flawed and
inappropriate tender process.
The Auditor-General's report on the child protection
system was a damning indictment of the
government, which would not allow his report
criticising the administration of the Children's Court
even to be tabled in Parliament. The
Auditor-General also produced reports criticising
the government for its handling of school
amalgamations. He criticised the government for
failing to follow its own guidelines in allocating
funds for capital works and for giving questionable
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priority to a number of projects over more needy
proposals.
One of his reports highlighted the fact that the
Premier did a deal with Kerry Stokes over the sale of
HRL that involved his being given an interest-free
loan of $8.5 million, which taxpayers will never see
again. The Auditor-General revealed. that taxpayers
had paid more than $97 million in private
consultancy fees. Another of his reports analysed the
costs associated with the grand prix. The
Auditor-General raised these issues and brought
them to the attention of Parliament - but the bill
will ensure those sorts of reports will not be seen
again.
The changes threaten the viability of an element of
the institution on which our democratic system is
based, something that all honourable members need
to acknowledge. The bill removes the
Auditor-General's operational discretion. For that
reason it is consistent with the approach
recommended by the review team. Such a direction
is dangerous because it reduces government
accountability. If confronted by an oppressive or
corrupt government, a future Parliament will be
relatively impotent and not privy to information that
would enable it to call that government to account.
In May this year the Auditor-General posed three

vital questions for members of Parliament to
consider before giving their support to the
legislative changes. They were: will the
Auditor-General be able to continue to serve,
without fear or favour, the interests of the
Parliament and of the community with severely
restricted discretion and without an ongoing audit
investigatory arm; will the level and quality of
information available to the Parliament from the
Auditor-General on the activities of the government
be enhanced or even maintained by the measures
proposed; and why should the Parliament and the
community wish to put at risk a highly effective
audit model which has served Victoria well and
embark down a path which strips the
Auditor-General of direct audit responsibility and
which would lessen accountability? Members of this
place should consider those pertinent questions
before voting on the bill. The answers to those
questions posed in May would not have supported
the measures proposed by the review team, just as
they do not support them now.
The bill fails the public and Parliament and deserves
condemnation from both sides of politics. It does not
deserve support. It strips the Auditor-General and
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the community of their rights of receiving
independent reports about government operations,
the misspending of funds or inappropriate leasing of
contracts. As a matter of honour all members should
oppose this measure. This bill is too important to
echo the party line. Members of Parliament should
preserve democracy by protecting the role of the
Auditor-General.
I have no doubt that coalition backbenchers who
argue in support of the bill do so for no reason other
than they are backbenchers who aspire to move to
the front bench. Their ambition leads them to put
their interests above the interests of their electorate.
To those honourable members I say this: if
parliamentarians do not stand up for the interests of
the public and their electorates, who will? The only
reason there is a by-election in Mitcham this week is
because a former member of the government stood
up to the Premier in opposing the bill. I reiterate the
challenge made by the Auditor-General in May this
year in his report on ministerial portfolios when he
said:
As this matter has Significant ramifications for

democracy in Victoria and for future generations, I
consider that, in order to maintain the supremacy of the
Parliament and to protect the overall public interest,
individual members have an obligation to ensure
politics do not intrude when deciding on any legislative
changes.

There is no better time for members of the
government backbench to represent their electorates
rather than follow the party line. They must look
after their constituents and the community by
vigorously opposing this measure.
Hon. B. C. BOARDMAN (Chelsea) - I have no
doubt that this debate has been hijacked by
misinformation, misleading arguments, non-factual
statements and, in some cases, blatant lies.
Mr Theophanous criticised the government for
nobbling the Auditor-General and said that if the
Labor Party were in government it would maintain
the status quo. At the last election the Labor Party
released a document entitled Victorian LaborFinancial Management Plan - Platform for a Brumby
Labor Government, which details what a future Labor
government would do to the Auditor-General. It
states in part:
... the Auditor-General has the ultimate responsibility
for the external audit of all public sector agencies over
which the government has control, a financial interest,
or to which it has financial exposure.
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No doubt that is the case. That is currently the
situation and will continue to be so under the
provisions of the legislation. The document also
states:
... legislation will not allow the minister the discretion
to appoint an auditor to a public sector entity or to
influence the type of audit undertaken.
I am not sure whether opposition members have
read proposed section 4A(6), which states:
... the Auditor-General has complete discretion in the
performance or exercise of his or her functions or
powers and, in particular, is not subject to direction
from anyone in relation to (a) whether or not a particular audit is to be conducted;
(b)

the way in which a particular audit is to be
conducted;

(c)

the priority to be given to any particular matter.

Those provisions confirm the independence of the
Auditor-General. The Labor Party's financial
management plan further states:
... the Auditor-General will become an officer of
Parliament and given constitutional protection.
That is one of the key components of this bill, yet the
opposition has the audacity to object to this measure.
The opposition also says that it would create an
environment where:
... triennial checks on the efficiency, economy and
effectiveness of the offices of the Auditor-General will
be conducted by leading external practitioners and/ or
by peer review.
The opposition is happy to use private sector
resources to audit the Auditor-General's Office, but
if the Auditor-General avails himself of those
facilities there is a philosophical objection! The Labor
Party document says a future Labor government
would establish a continuing audit of
implementation - in other words, another
bureaucracy - to ensure that the Auditor-General is
at the forefront of accountability. It would mean the
Auditor-General would be subject to consistent
checks and directions from government. If a future
Labor government wants to put Victoria at the
forefront of public sector management and
accountability it should realise that the role of
government leading up to the new millennium will
be vastly different from what it has been in the past.
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Government policy can easily be construed as being
politically or ideologically based, but I submit that
there is a new reality that enters any policy
implementation - globalisation and the relationship
of economic policy to contestability principles .
Hon. D. A. Nardella - Who wrote this?
Hon. B. C. BOARDMAN - Mr Nardella, I will
provide you with a copy of my speech that includes
definitions of some of the words and phrases I am
using, just so you can understand it! New directions
in public sector management and accounting
methods must ensure that public sector auditors can
meet the challenges. Ensuring contestability
principles in audit provision creates an environment
where service delivery and quality is paramount. It
is essential that the changes in public sector
management and in accountability principles are
such that audit prOvisions are adequately and
appropriately amended to meet those challenges.

Mr John Taylor, the then commonwealth
Auditor-General, referred to the value of using
private firms. The Business Review Weekly of
3 August 1990 records him as saying:
... using outside £inns is no cheaper, but they offer
experience that the audit office cannot match and it
exposes his staff to the private firms' audit techniques.

Mr Taylor was thus defining the value of using
outside companies. He further states:
... staff attrition ... is as bad as ever at 20 per cent.
He had no hope of competing with the private firms
because as soon as any of his officers showed any
promise, he or she would be approached by private
firms. His office could not perform to its maximum
because of antiquated practices old staff were
implementing.
In the Business Review Weekly of 9 February 1990 the
Victorian Auditor-General said he was experiencing
the same problem with staff attrition and the
competitive nature and remuneration packages of
some of the larger firms. He gave the example of two
of his senior audit directors who had received 45 per
cent salary increases when they joined private sector
firms. He says he has nothing against them but jokes:

I might jOin them myself.
He realised he could not keep up with the times and
work in an environment that was subject to outside
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firms creating a better service delivery and,
therefore, offering an environment where auditors
were in a better position to negotiate contracts if
they delivered the goods. He is admitting that his
office was understaffed and underresourced through
the competitive nature of the environment in which
they were placed.
The opposition has always queried the value of
privatisation and the use of private firms in public
sector auditing. That is a valid concern because there
is always the possibility of an element of corruption
within firms, which has been demonstrated in other
states during the 1980s. I refer the house to the
Australian Accounting Research Foundation
guidelines for the conduct of audits:
... the auditor has a legal and professional duty to
exercise reasonable skill and care with respect to the
planning and conduct of the audit so as to have a
reasonable expectation of detecting material
misstatements arising as a result of irregularities.

Because of what happened in the 1980s the
commonwealth government implemented changes
to the Corporations Law in 1992 to give statutory
provisions and regulations to those auditors who
were not meeting their obligations. Subsections
332(9) and (10) of the federal Corporations Act
outline the procedures if an auditor encounters any
question of illegality or fraud. The act details the
actions to be taken by auditors in that situation and
to whom they should report. Auditors can report to
various organisations, whether it be the Australian
Securities Commission, the Australian Taxation
Office, the Victorian or commonwealth police, or
any officer who has statutory power to investigate
such alleged illegality. Not only do auditors have a
responsibility and duty as outlined by their own
profesSional guidelines but they face obligations
imposed by Corporations Law.
Furthermore, the Australian Securities Commission
acts as a regulatory watchdog. Section 1308(2) of the
Corporations Act provides penalties and sanctions if
auditors are thus found to be operating illegally. The
penalties are a $10 000 fine or up to two years gaol.
That may not sound much for a large corporation to
pay but the Australian Securities Commission can
also enter the name of a firm into its black book. Any
private sector firm entered into the black book
would have its national and international reputation
damaged to such an extent that the company would
no longer receive any work and, thus, would be
unable to operate in the future.
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The standards set by the profession, the regulatory
guidelines contained in statutes and the threat of a
black-book listing for private sector firms not
meeting their objectives mean that worthwhile
deterrents and standards are set to ensure private
sector firms meet their auditing obligations. That is
no different from what happens now in the public
sector.
The proposed legislation establishes Audit Victoria
and will lead to a more competitive framework so
that the competition for auditing work by other
public sector auditing firms will increase. There is no
doubt that the standards will improve. The
argument about corruption, lack of privacy or
collusion cannot be substantiated when such
deterrents clearly exist .
It is also hypocritical for the opposition to accuse the

government of nobbling the Auditor-General or of
trying to lessen his powers. Although I was not a
member of Parliament in 1989, I remember the
episode involving the then Speaker of the Legislative
Assembly, Or Coghill, who requested advance
copies of reports so he might vet them before they
were tabled in Parliament. He wanted to read the
reports to ensure they were not damaging to the
former Labor government. He also challenged the
powers of the Auditor-General to carry out
performance audits, arguing that his powers were
strictly limited to financial audits only. He intended
to scrutinise the Auditor-General's budget to ensure
he was prevented from carrying out performance
audits.
Yet, today the opposition has the audacity to accuse
the government of nobbling the Auditor-General's
powers. It has been well documented in various
forums that the then Speaker, during the Labor
Party's time in office, blatantly interfered with the
Auditor-General's processes and gave clear
government directions on what his powers were to
be. That situation is best summarised in the 4 May
1989 editorial of the Herald:
The government maintains Dr Coghill acted entirely
properly. In the driest technical sense this is true. But it
overlooks the alanning political implications of a
Speaker from the same party intervening in a way
which could so easily be construed as shielding the
government's actions from public gaze.

As an aside, the report that Or Coghill tried to vet
before its tabling involved the Auditor-General
casting doubt on the state's workers compensation
scheme - that is, Workcare. It is ironic that this
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week the house is debating two pieces of legislation
dealing with the Auditor-General and Workcover,
issues with which the Labor government interfered
in those days.
In his report on the Treasurer's 1989 budget
statement the Auditor-General said that in
compiling his report he was denied access to the
then State Taxation Office and the Stamp Duties
Office. He was denied access to vital records and,
thus, was unable to fully assess his predictions
because of the hindrance from government
departments.

At the time the Auditor-General stated that his
access to state government departments had never
previously been questioned. That fact was best
summed up by the Treasurer, then in opposition,
who referred to the fact that the government had
refused to allow the Auditor-General to investigate
vital departmental books and records, raising the
spectre of the Auditor-General being hamstrung by
the government. One can only shake one's head at
the opposition's accusing this government of trying
to nobble the Auditor-General. In fact the
government is increasing his powers and would
never go to the extent of directly interfering with the
process which, as I have so clearly demonstrated,
occurred numerous times in the past.
The then Premier, Mr Cain, was accused at the time
of running a campaign for the Auditor-General to
toe the government line. He was not happy with the
information the Auditor-General was producing. He
actually challenged the powers the Auditor-General
had, stating the reports were confidential. What did
he want - to stop access to any reports at all?
Leon Gettler, state political editor of the Sun, as it
then was, said in an article on 16 September 1989:
True, Mr Baragwanath's office is not exempted under
the secrecy provisions of the legislation covering those
offices.
But it was never off limits.
Mr Gettler made the point that one of the
fundamental matters to come out of the Fitzgerald
report into criminal corruption in the state of
Queensland was the inability of the Auditor-General
of that state to access public financial records. I do
not want to draw a comparison between the
previous Labor government in Victoria and the
issues addressed by the Fitzgerald inquiry in
Queensland, but when there are such striking
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similarities all sorts of questions and issues are
bound to be raised.
What is even more alarming is that the Leader of the
Opposition in this house, Mr Theo Theophanous,
was chairman of the joint-party Economic and
Budget Review Committee in 1989 when the
Auditor-General released a response in relation to
government debt. That report was criticised by the
then Treasurer, Tom Roper, as being out by
$8 billion. Mr Baragwanath predicted the state debt
would reach $32 billion. We now know that was
correct, but the previous Labor government would
never acknowledge that.
The committee chairman, Mr Theophanous, wanted
to appoint an independent auditor to audit the
Auditor-General's office. The government of the day
was not happy with the facts the Auditor-General
was presenting in his report, so it thought it would
jump on the bandwagon and appoint an
independent auditor to audit the Auditor-General's
office to make sure that the message the government
wanted to be perceived as correct would be
conveyed.

Mr Theophanous said that the act at that time made
it quite clear that the committee should give

direction to the independent auditor, again
involving the government in audit provisions. He
said his personal opinion was that a question mark
hung over both the style and the context of the latest
report and that it was at least arguable that the
Auditor-General had overstepped the mark by
commenting on government policies.
Mr Theophanous did not like the Auditor-General
commenting on government policy, identifying
economic mishaps and mismanagement of public
funds, so much so that he wanted to appoint his
own person so a story could be put out that was
both misleading and factually incorrect. He said at
the time:

That information is purely designed to capture the
emotive aspect of the impact of debt.
He was playing it down once again. He continued:
The state has more than $80 million in assets, and that
represents 2.5 times the $7430 debt for every Victorian.
Under that calculation, we are all better off by $10000.
Obviously Mr Theophanous did not care that the
state was $32 billion in debt; according to him, if the
state debt was calculated in relation to state assets
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we were all better off by $10 000, so why would the
government worry about it?
I shall conclude on this point: auditors, whether in
the public or the private sector, must have certain
qualifications and meet certain criteria. They have to
have proper economic, accounting or other
appropriate tertiary qualifications. They need to be
members of the ePA or the institute, and they need
to be selected by their firms as being capable of
carrying out that job. People who criticise this
process - the establishment of Audit Victoria and
the Auditor-General's becoming an officer of the
Parliament - are in fact criticising the
Auditor-General's Office as it stands at present,
because in future the same people with the same
qualifications and experience will still carry out
public sector audits.
When there is an environment of contestability
where private companies are able to offer larger
remuneration packages and better working
conditions and provide an advantage over public
sector management and wage negotiation principles,
certainly one would assume the service delivered by
the private sector would be equally good. I have
outlined the penalties, sanctions and regulations
applicable to the private sector and I do not think
any private sector agency in Victoria would risk its
reputation by doing anything other than what was
ethical.
Hon. JEAN McLEAN (Melbourne West) - The
Auditor-General was often a thorn in the side of the
Labor government, as Mrs Hogg and Mr Pullen can
attest. Scrutiny is not what governments want, but it
is what oppositions want. It is what Mrs Varty spelt
out so eloquently when she was in opposition.
Hon. Rosemary Varty - Tell me what I said, Jean.
Hon. JEAN McLEAN - No, you can tell us when
you make your speech. Scrutiny is also what our
electors want. Members of the public decide for
whom they will vote in an election from the
information supplied by the political parties - the
promises of good economic management, better
schools and services, more jobs and so on. Having
made their decision they have little knowledge or
control over what happens after that or of how their
money is spent. They have to hope their elected
representatives know what they are doing and what
is being done in their name.
As honourable members know, it is difficult for a
government backbencher, let alone an opposition
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member, to find out what is being done in any given
government department. Without information about
the government's activities or the research staff to
scrutinise it there is no accountability. The only time
we learn in detail what is going on is through the
Auditor-General's reports.
The Australian Society of Certified Practising
Accountants is concerned about the independence of
the Auditor-General. Mr Norman Geschke, the
former Ombudsman, has expressed his dismay at
this bill. Every newspaper in the state, indeed the
country, has expressed grave fears about the future
accountability of this government if this bill is
passed. The Victorian Bar Council has actively
criticised the proposed legislation, as have the
Victorian Council for Civil Liberties and the
Australasian Council of Auditors-General, which
comprises every Auditor-General in the country.
The New Zealand Auditor-General, on whom we
were told this bill was modelled, is opposed to it. He
said he would not work under the proposed
Victorian system. He said the benchmark is that you
cannot split up your audit office. I have not heard a
single group or person of integrity support the
proposed legislation.
Surely it is fundamental to the public interest that
we have a system of checks and balances to ensure
our system of government is working efficiently and
effectively. It might be an uncomfortable truth, but
when there is insufficient or no information
forthcoming it is possible, indeed probable, that
manipulation and corruption will exist.
Many Liberal members are uncomfortable with the
bill. One even resigned over it. Roger Pescott
showed that he had courage, dignity and integrity.
Liberal Party members intend to pursue their
determination to overturn this outrageous bill at
their council meeting in April. It seems obvious that
our Premier does not like criticism or scrutiny. He
made it clear to his party members that he would
ignore any special decisions of the state council.
Given that his government has absolute control over
both houses of Parliament, it is easy for him to stifle
effective criticism from the opposition.
The Premier also wants to silence the churches, the
judiciary and any other source of criticism. The
former Director of Public Prosecutions, Mr Bernard
Bongiorno, and the former Commissioner for Equal
Opportunity, Moira Rayner, were given short shrift.
Now the Auditor-General is being nobbled to stop
Parliament and the public finding out what is really
going on.
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In his present auditing role the Auditor-General
gives Parliament the assurance that the instruments
of government are accountable for their
performance. In giving the Public Accounts and
Estimates Committee his forward program for the
1997-98 financial year and beyond, he said he would
be looking at performance audits; the management
of the gaming industry; the Schools of the Future
program; public transport reform programs; child
care and kindergartens; case-mix funding in public
hospitals; outsourcing in the public sector; the
privatisation of a project yet to be picked;
municipalities across the board, including their
management of compulsory competitive tendering;
higher education amalgamations; intellectual
disability services; and a follow-up of the drinking
water audit.
In his speech Mr Forwood promised Parliament that
every one of the audits mentioned in the program
would be carried out. They are all of vital interest to
Parliament and the public. One would have thought
the government would be happy to prove how
effective its reforms have been, both
performance-wise and financially. Instead, it has
decided to set up a system that will revert back to
financial auditing, not value-for-money or
performance auditing.

In 1990 the Cain government gave the
Auditor-General the very powers this government is
now removing from him. The Labor government
was not scared of performance audits, but this
government is obviously scared of scrutiny. In his
second letter to members of Parliament, dated
17 November, the Auditor-General said:
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Mr Kennett insists that big events are the way to go.
We were told to applaud our major events chief, Ron
Walker, for prising the grand prix away from
Adelaide. We were also told that the loss of
parkland was a small price to pay for a car race that
would put Victoria on the map and that the injection
of profits into the local-The ACTING PRESIDENT
(Hon. B. W. Bishop) - Order! There is a lot of
audible conversation in the chamber, which is
making it difficult for Hansard to hear. If members
wish to converse, I ask them to keep their voices
down.
An honourable member interjected.
Hon. JEAN Mc LEAN - We were told the
injection of profits into the local economy was more
important than the damage that was done to
residents' houses. The fact that the grand prix cost
taxpayers $8.4 million came out only because the
Auditor-General had the independence to report the
facts to Parliament - and that is the point,
Mr Boardman. Then there was another coup. The
staging of the motorcycle grand prix at Cowes,
which we were told would also help build national
pride and bolster our coffers, cost taxpayers a cool
53.2 million.
The government should have come clean about the
fact that those car and motorbike races would cost
taxpayers $12 million to $15 million-odd and let
them decide whether to go ahead. If it were not for
the Auditor-General, the government would have
got away with telling taxpayers that its mate, Ron
Walker, had made them a fortune.

My overriding concern with the proposed amendments
is that the Auditor-General does not have the power to

directly conduct audits in his or her own right, which
leaves the Auditor-General without an ongoing audit
capability to serve the interests of the Parliament and
the community.
He also said:
I know of no other external audit situation, in either the
public or private sectors, where the auditor is faced

The Auditor-General also reported on the
Metropolitan Ambulance Service, which involved
Intergraph, and on the extra 150 tables for Crown
Casino, as a result of which taxpayers were
short-changed $174 million. I have quite a few
conservative friends, all of whom cheered when Jeff
Kennett was elected. They believed in his slogan 'Victoria on the move' - because they believed his
programs would prove beneficial to the state. Their
attitude has changed.

with such serious operational restrictions.
The Premier obviously does not want the
Auditor-General to have an ongoing audit capability
to serve the interests of Parliament. The Premier is as
good as telling Parliament and the public to rack off!

They are worried about the casino culture,
disastrous city planning, the architecture of the
museum, with its ugly blades obscuring the
Exhibition Building dome, and other stuff-ups. But
they would still have made excuses and voted
Liberal again - until the introduction of the
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Auditor-General's bill. Now even they feel the
Premier has gone too far.

competition and all audits will be conducted under
contract to the Auditor-General.

They wanted strong leadership, but they also
wanted a democracy. Whether they are right or
wrong, their perception is of a gigantic covering up
of financial mismanagement that will not deliver a
fair or just society. My conservative friends might
vote Liberal, but they still want a society that is fair
and just.

The Auditor-General will have full control of the
selection, appointment, payment and dismissal of
auditors and he will also have complete discretion in
exercising functions and power. The
Auditor-General will not be subject to direction from
anyone in relation to these powers and functions.
The financial and performance audits and the
Auditor-General's annual report on ministerial
portfolios will continue. These will not be abolished.

The government's use of national competition policy
and the Hilmer report as a smokescreen to hide the
real reasons for changes to the Auditor-General's
role does not wash. In a recent letter, the Australian
Society of Certified Practising Accountants said:
We do not accept competition policy is sufficient
justification for the establishment of Audit Victoria or
for having it responsible to the Treasurer rather than
the Auditor-General.
An article on page 4 of today's Age says:
Rank-and-file Liberals angry at the state government's
changes to the Auditor-General's office have decided
not to call a special state council and will instead use
the party's next regular meeting to oppose the changes.
According to the article, they decided to do so
because Mr Kennett told them he would not take
any notice of a special state council. Those members
of the Liberal Party oppose the legislation and want
to overturn it in April. The opposition opposes the
bill. I believe honourable members opposite should
follow the example set by their membership and do
the same.
Hon. s. de C. WILDING (Chelsea) - I appreciate
the opportunity to say a few words on the bill. I
want to remove a lot of the emotion and speculation
from the debate by dealing purely and simply with
the facts. Many people need a concise version of
what is happening, and I intend to give it to them,
without any technical detail or historical
background.
I will explain my reasons for supporting the bill as
simply as possible so that anyone listening to or
reading my contribution will not have their minds
cluttered by unnecessary, emotive issues.

In point form, the Auditor-General will continue to
be independent of the political process.
Independence will be enhanced by this bill. The best
auditing expertise will be available through

To enhance the independence of the office the
Auditor-General will be an independent officer of
the Parliament and not of the Premier's department,
and he will retain all powers to directly investigate
and report to Parliament on any matters arising
from any audit.
From July 1998 the Auditor-General will use a public
tender process to select and appoint auditors. If he
choses to bypass the tender process he or she may
do so and will report to the Parliament on the
reasons for so doing. The Auditor-General will be
free to select auditors from the private sector or to
use Audit Victoria, which is the new public sector
accounting organisation, to be established as part of
the reforms. The Auditor-General will consult in the
appointment of Audit Victoria's board and staff.
The government will not direct Audit Victoria in any
audit matters. The Auditor-General will have a fully
resourced office of professional staff who will assist
him or her to monitor and check the work of
appointed auditors, determine all priorities and set
the scope of all audits. The Auditor-General alone
will sign the audit opinion only when it has been
completed satisfactorily to his or her requirements
and will be the only person to report to Parliament.
The Auditor-General is empowered to conduct any
investigation he or she feels is necessary to report on
audits to Parliament. This will again ensure the
independence of the Auditor-General. The quality of
public sector audits will be improved through the
process, and the independent effectiveness and
accountability of public sector audits are also
ensured.
Certain clauses in the bill, such as clause 7, which
inserts proposed sections 4A and 4B, specifically
protect the independence of the Auditor-General.
Proposed section 4A states:
(1)

The Auditor-General is an independent officer of the
Parliament.
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Pure and simple! So the bill ensures the
independence of the Auditor-General. The bill
follows the report of an independent panel
appointed to review the Audit Act in line with
government commitments under national
competition policy. The government has consulted
widely to develop a reform model that preserves the
Auditor-General's independence with a competitive
framework for audits.
I believe the bill will ensure the independent status
of the Auditor-General and provide Victoria with an
effective and accountable auditing system. I
commend the bill to the house.
Hon. B. T. PULLEN (Melbourne) - I oppose this
legislation. Despite the answers given by some
members of the government in defending it, it does
violence to the independence of the Auditor-General
and considerably weakens the ability of any
government or Parliament to receive fearless and
accurate advice on government performance and, in
particular, for advice that to be available to
Victorians through the reports presented to
Parliament.
It is a credit to the people of Victoria that they are so
perceptive that they understand this, despite the
complications of the legislation, the process of
review and the technical smokescreen that can be
put up. The people of Victoria who have opposed
the move have a strong sense that it is in their
interests to do so.
Some honourable members were present the other
night when the spill-over from the protest meeting
held in the Melbourne town hall that was addressed
by Mr Norman Geschke - a fine public servant
respected as a very independent Ombudsman, as
Mrs Hogg said. The spill-over occurred when people
came to Parliament House to attend the debate on
the Audit (Amendment) Bill in the lower house and
some of them could not get into the chamber and
were milling round in Queen's Hall or the foyer. It
looked to me as if they were people from the
Hawthorn side of the Yarra rather than the
Richmond side. In fact they could easily have been
confused with a group of Liberal Party members
brought along by one of the members opposite as
guests for a tour of Parliament House.
Clearly this issue has crossed party lines in terms of
people's previous voting histories and intentions.
The way they have reacted to it has happened
spontaneously. If members of the government take
comfort in the idea that this has somehow been
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organised or manufactured by the Labor Party, they
are absolutely wrong, because if they take the
trouble to talk to the many people involved they will
find that the Labor Party represents just one group
among many who are concerned about this issue. In
my opinion the Labor Party has not been a major
player in the efforts that have been made. People
from churches, community organisations - a wide
range of people spread geographically all over
Melbourne - have been touched by and concerned
about this issue. They have a very real perception
that this is a crucial time in Victoria's history.
Victoria has had a very liberal democratic history.
For whatever reason, whether it is because of the
influx and mingling of people in the period of the
gold rush or the fact that it has been the most
industrialised state in Australia and people suffered
great hardship during the Depression or a
combination of other reasons, there has been a sense
of Victoria being a progressive and liberal state, not
in the party Liberal term but in the wider liberal
term where people are not bound to do things
simply out of their own selfish interests. Of course
economic issues are often dominant and when times
are difficult they become more dominant, but
Victorians have always recognised the importance of
the community, of caring and prOviding for people
who have not always been as successful as others,
and that has been a feature of successive
governments.
I believe that liberal tradition was inherited by the
Labor government and John Cain when we came to
office. It was inherited not as something new but as
something inherently worth while, a tradition of
government that included an honest, professional
public service where advice was given, where
people - whatever their political voting positioncould give neutral, accurate and proper advice to
incoming ministers and could perform as a
professional back-up group for those running a
government. In many other areas institutions that
had been supported by the previous Liberal
governments endured and continued to be
supported by the Cain government.

In his earnestness for some of these things I believe
John Cain significantly enhanced and improved
those areas. In particular he has to be regarded as
having been foremost in setting standards for the
proper conduct of public life. He set hard standards
for people in our government to follow because he
applied them rigorously and at a personal level and
insisted that all others do the same. Sometimes he
was ridiculed because he carried the standards to
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what others thought were extremes in ways such as
always reminding members of Parliament, whether
they were ministers or not, that they were still
ordinary Victorians and must sit in the back of
planes when they travelled. We always travelled
that way. As a minister I travelled at the back of the
plane and not in the first-class section because John
always felt in his idiosyncratic way that he was an
ordinary Victorian who had been endowed with the
responsibilities of office and that that was part of
responsible government. He took these things
seriously.
An Honourable Member - Obviously
Paul Keating does not believe the same thing!
Hon. B. T. PULLEN - I am talking about
John Cain. Your interjections show that you are not
following this serious debate. At present we are
witnessing a serious change, and this bill is only part
of it. It is a change to a centralised form of
government. Many ministers and members of the
government would not like to admit that fact.
However, Premier Kennett has produced a very
different kind of government from any we have seen
in the past. Some of the steps taken have passed
unnoticed, some have been objected to and some
have been translated into legislation.
The public service is not now the neutral public
service it used to be. Senior public servants are now
on contracts and are bound to the government in a
much more political way. Their futures and their
bonuses depend on performance. If they stand up
and say, 'I do not believe this is the correct way to go
ahead' their career development is doomed. They
know that.
Furthermore, public servants are progressively being
gagged by the government of the day. Despite the
fact that it is a healthy part of democracy some
dislike public servants saying they do not like what
their masters are doing. Despite what honourable
members opposite might think, the Labor
government endured and suffered criticism but
never stamped it out. In my former housing
portfolio some groups that received funding
objected to the things the Labor government was
doing. However, their funding was not withheld
because in democracies criticism is healthy. This
government is systematically stamping out any
spark of that. Through the invoking by the Premier
of an ancient rule public servants are now prohibited
from speaking out even on subjects outside those in
which they are involved. Public servants are getting
the message that they are no longer citizens with
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rights and principles who can stand up and say
what they think. They know the bread they put into
the mouths of their families depends on their
subscribing to the rule of Kennett.
In that sense the role of ministers is more limited.
This government has some talented and able
ministers. All governments have a number of people
who perform well. One example is the Minister for
Finance, who is defending this legislation. He had
not seen the bill before it was introduced and was
not intimately involved in it, but he knows the game
is set. He is unable to control anything because the
control is centralised.

Senior public servants are drawn much more closely
into the web controlled by the Premier. Ministers
who do not have the confidence or the ear of the
Premier perform their functions within that tight
net. They perform within a philosophy that is very
different from the one that pertained in the past. It is
a philosophy of competition. It is a philosophy of
dog eat dog, a philosophy where self-interest is
paramount, and it pervades this government. The
competition policy provides a convenient excuse to
take another step to reduce critical voices. I admit it
came from thoughts supported by people in my
party. However, the way this government used that
policy to achieve an end is extremely cynical.
Several people have mentioned the changes we have
seen. I do not want to bore people by going through
a chronology of events. I refer to the removal of the
DPP, the equal opportunity commissioner and other
things that remain in the consciousness of people
such as the removal of the elected membership of
community health centres and community service
organisations having clauses put in their funding
contracts to prevent them commenting on public
policy.
All those pressures prevent democracy working in
this state. This focusing, but perhaps not final,
step goes to the heart of the Auditor-General's
ability to comment on and criticise the economic
performance of the government, its departments and
instrurnentalities. That is what this debate is about.
Although we know we cannot influence the result,
at least we can say left Kennett does not pretend this
house means anything. The sittings of the other
house have ended, so even if this house found an
enormous flaw in the legislation it could do nothing
about it. The bill would have to be held over until
the next sittings. Therefore, it is important to put on
the record the importance of this change to Victoria.
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Although the bill will be debated in the committee
stage I will discuss its detail and the review that was
used to bring it about. The review was swprisingly
thin. When one reads it one finds that it does not
contain cogent arguments as to why the new system
will be better. One does not find any detailed
arguments that justify the restrictions on efficiency
and effectiveness being placed on the operation of
the person who occupies the post of
Auditor-General.
The review suggested three options. One was to stay
as we are, the second was the model we are now
looking at and the third was self-regulation, with
departments appointing their own auditors. The
third option was included as a straw man so that the
middle option would look to be the most reasonable.
The idea that departments choose their own auditors
defies belief in terms of any proper check on the
system. It is clear that the notion of information in
relation to, say, auditing and accountancy not being
like any other commodity has been totally
misunderstood. It is not a question of competing
suppliers of iron ore or grain crops. Auditing and
accounting procedures are specialised. To think that
one gets a better job by having firms compete for a
particular job is to misunderstand the nature of how
auditing works.
I have had direct experience of such competition in
engineering, architecture and other areas. If one has
consultants competing for work the amouilt of effort
each firm has to put into getting past the first barrier
adds enormous overheads, including the cost of
presenting material, which is sometimes equivalent
to a significant percentage of the total job cost. In
proving that they are equal to the task some firms'
preparatory efforts are often of the order of $10000.
Because all firms have to do that to compete, such
amounts are inevitably built into their overheads
and prices increase. It is built into the cost of all the
bids. After the first flush of competition, costs often
rise uniformly across the whole area.
Sitting suspended 6.02 p.m. until 8.02 p.m.
Hon. B. T. PULLEN - Before the suspension of
the sitting for dinner I indicated that I would look at
some of the detail of the proposed legislation, relate
it to the review that has taken place and try to
explain why it was not a particularly good review,
why its conclusions did not follow from the work
and why the bill does not meet the needs it is
supposed to meet.
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I reiterate that in an area that deals with accountancy
expertise some of the usual benefits and applications
that people think of when talking about competition
do not apply. The structures in accountancy and the
way the discipline works are profoundly different
from other areas. Firstly, we are talking about a
white-collar-employee area in which the salaries are
high - in some cases obscenely so - and different
firms have vastly different levels of bargaining
power - a lot of amalgamations are being
undertaken in the industry and not all firms will be
able to take up the challenge equally in a
competitive situation.
There is also considerable evidence of benefits in
relation to quality auditing from the
Auditor-General being involved in sustained work
in departments, particularly on performance audits.
The Auditor-General's office produces reports that
add value to the understanding of where
effectiveness might be improved and efficiencies
gained. For instance, when one aspect of a
department is looked at in producing a report,
information is often picked up about areas that may
not have been the focus of the particular inquiry,
and that information may lead the
Auditor-General's Office to recognise that other
areas need to be followed up.
In addition, a sense of history and ongoing
involvement give the Auditor-General's staff an
understanding of how organisations work. It is not
easy to replicate that when the lowest tenderer or
most price competitive firm is brought in. The latter
process does not necessarily build up an
understanding of the broader picture.

When speaking about her experience as a minister
Mrs Hogg said that at times she received from the
Auditor-General reports that were critical of some
parts of her administration. I have had the same
experience. Although at the time I found the reports
annoying and disruptive of what I wanted to do, on
reflection I always found that they assisted me. Once
I got over the bad press or having to handle the crisis
that sometimes resulted when part of an
administration was put under scrutiny, the report
guided me in looking at areas of administration to
which I might not otherwise have had my attention
directed.
I did not always agree that the Auditor-General's
examination was totally fair and balanced, but there
was always an element of pointing up something
that had not been clear. I found that the second time
around the relationship between the auditor and the
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departmental officers improved the understanding
of both of the job to be done.
For example, I recall that a financial audit into cool
burning to reduce the risk of wild fires simply looked
at whether the funds were being expended
appropriately and that there was no
misappropriation of funds, whereas a performance
audit considered whether the objectives to burn a
certain area of forest in the right places had been
achieved within the time in which the department
had said it would do the work - that is, the
performance of the department was being measured
against the objectives that it had set itself. Audit
pointed out that in some areas the department was
deficient in meeting its targets.
Apart from the vagaries of the weather, the
achievement of the targets was complicated by the
debates that were occurring in the department at the
time as to whether it was ecologically appropriate to
proceed in areas adjacent to national parks or
forests. The debate that influenced the performance
of the department went beyond a financial debate.
The performance audit was beneficial because it
brought out into the open that the debate could not
be conducted without its implication for the
department's performance against its targets being
made more explicit. It was a helpful discipline in the
department's facing up to the contradictory
objectives that might be involved in genuine forest
and national park management to have the
Auditor-General point that out.
A one-off approach at arm's length by Audit
Victoria or a selection year by year of people
contracted to do such work will not measure up to
the effective performance audit scenario that exists
with a sustained approach. I am not objecting to the
use of private firms to augment the work of the
Auditor-General's staff, and I concede that from his
writings the Auditor-General has also never objected
to that. The figures for 1995-96 show that of audit
work worth about $17.7 million some $5.5 million,
approximately 30 per cent, was actually let out to
private firms.
The Auditor-General was able to choose the areas he
considered appropriate to tender out because of
people's expertise in particular areas. He was able to
make appropriate management decisions to employ
people logically. However, it is now proposed that
he will be at arm's length and that he will have to
either rely on the work done by Audit Victoria or by
private firms in competition. He will have control of
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an exceptional kind only. He can vary the
circumstances under the legislation only if he
believes there is good reason. Because he must then
report to Parliament to justify that reason, it will
have to be a strong one. When the Auditor-General
receives reports he will have the opportunity of
commenting on them. However, under the
legislation he has limited opportunity to vary the
reports he receives before presenting them to
Parliament. In no sense can he effectively undertake
further in-depth investigations. He will be a prisoner
of a process that has already been put in train.
Audit Victoria will not report to him because it will
report to the responsible minister, either the Minister
for Finance or the Treasurer. It has been put in a
different area. It will be at arms-length and separate
from the operation of the Auditor-General. That is
not the current situation. In that sense we must take
heed of what the Auditor-General has said. He has
continued to oppose the changes because of the
impact they will have on his ability to do his job. In
the latest letter the Auditor-General wrote to all
members of Parliament he made that abundantly
clear. On one hand government members have said
they have been pleased with his work, particularly
when he criticised the former Labor government, but
on the other hand they are unhappy when he
investigates the current administration. On one hand
they say the audit office has been excellent - the
review indicated that the audit office was
performing well - but on the other hand when the
Auditor-General criticises the changes to the
legislation he somehow loses credibility. His views
have not been picked up by the government and it is
prepared to dismiss his advice. No satisfactory
answer has been given to the fact that he is
apparently credible for the work he has always done
and in the view of his peers, but not credible when
he wrote:
The government's action to strip the Auditor-General
of the powers to directly conduct audits will mean that
current audit operational staff will be transferred to a
government body (Audit Victoria) with staff
answerable to a board ultimately appointed by the
government. This action will disintegrate the existing
experience and knowledge capital of my office which is
now a distinctive community asset and has a high
standing world wide in public sector auditing. Audit
Victoria will ultimately be involved in a range of
functions on a commercial basis and therefore will not
be able to perform the dedicated external audit role of
protecting the public interest, which has been the
hallmark of successive Auditors-General in Victoria ...
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The changes proposed to the audit legislation represent
a fundamental misunderstanding of the
purchaser /provider relationship which exists between
a parliament and an Auditor-General and appear to be
based on a misconception that I undertake external
audit services for the executive government rather than
for the Parliament.

The Auditor-General says that because the
government has cast him in the role of a service
purchaser it therefore considers it appropriate to
provide a competitive area for him to obtain services
that are distanced from him. The Auditor-General
says in reply that Parliament is the purchaser of
services on behalf of Victorians and he is the
provider. He can only provide if he is given the
ability and the right to do so.
Mr Hartigan shakes his head, but that is the view of
the person doing the job. An ideological view has
been put which has not been argued clearly in any of
the papers of the review committee I have examined.
It is based on the belief that competition will provide
virtues without explaining in any detail how those
virtues will appear in dollar or quality terms. Its
argument rests on the fact that there is a head of
agreement to impose competitive practices
everywhere and therefore it is appropriate for
Victoria to be the first cab off the rank - the
experimental cab - to test that theory without
realising or being prepared to face up to the
importance of the Auditor-General's activities to
Victoria.
My thesis is as follows. The reason for this bill is that
it suits the Premier's centralisation of government
activities. It is convenient for him to pick up the
rhetoric and theory that permeates Australia. It was
certainly so when the Hilmer competition report was
published. The Premier is applying that rhetoric to
suit his own needs and to continue centralisation.
Because they are so wedded to the ideological view
that competition will solve everything and that
somehow the bill will build a better foundation
some government members are falling into line.
Other government members accept it because they
are unable to move far from the net the Premier has
put over them. That happens regardless of whether
they are ministers or members, even though they
might have some questions about whether it is the
appropriate way to go.
There is a range of opinion in the community about
how the changes will affect Victoria which I believe
is intuitively correct. The more informed opinion is
questioning it. Under normal circumstances, the
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government would have paused. However, it cannot
do so because of the Premier's need to increase his
centralised control. Thus the bill will be seen as a
turning point in both the government's credibility
and the over-application of these types of theories.
That happened with Thatcher. Victoria is now out of
step. It is obvious to many that the world does not
operate on competition alone.
The notion that nature is red in tooth and claw and
that that is the appropriate way to behave is a crude
theoretical extrapolation to impose on the lives of
Victorians. Even in nature many successful plants
and animals cooperate in a symbiotic relationship
with the environment rather than existing purely by
competing. Somehow the debate has been captured
and reduced to this neo-classical economic view that
is held with such force by the Kermett government.
Although this bill is only an example, I believe it is
the turning point. I am proud to say that at least the
opposition, along with the community, is prepared
to argue against the government's taking this fatal
step.
In one way this legislation has been a gift because it
makes clear that the Labor Party as the next
government will restore the role of the
Auditor-General. It gives the Labor Party a simple
and understandable campaign objective. The more
we see the excesses and problems arising out of the
government's administration and economic
activities, the more they will be sheeted home to the
changes and the reduction in the effectiveness of the
operation of the Office of the Auditor-General,
which so many people see as important to good
governance in this state.

Hon. W. A. N. HARTIGAN (Geelong) - I have
listened with varying degrees of interest and
enthusiasm to the contributions made by opposition
members, but I would rather reflect upon the
elemen ts that make for good financial
administration by governments.
The first important element of government is the
desire to run its business transparently and
efficiently. The government must have the capacity
to administer its business soundly and efficiently. It
must have an administration with the structure,
capability and management systems to implement
government decisions. The government must give
the public a good understanding of its ideological
objectives and the means by which it seeks to
achieve those ideologies before it starts making
statements about how it will operate.
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For example, the government may tell the people it
hopes will re-elect it that it plans to keep the level of
government debt at a fixed proportion of gross state
product or gross domestic product, so its citizens
have some idea of the extent to which the
government and the private sector are intending to
interface. It may point out that it plans to run a
balanced budget year by year or over a reasonably
short period which reflects the time it is in
government. It may discuss the need for an
approach so that its revenue covers its expenditure,
including depreciation and interest costs. It may say
these are objectives. It may mention the extent to
which it wishes to transfer income from one group
in the community to another.
Indeed, with the $20 billion the government will
spend that is effectively what it is doing. I am
surprised it has escaped Mr Pullen's attention - to
use his words - that tooth and claw rule the
economy and that the $20 billion transfer the
government is responsible for is to moderate the
force of a completely unfettered and free market so
we have as a raison d'etre the role of providing a
civilised society. If a government does that it has a
responsibility to inform its constituents, the
taxpayers, that it proposes to spend their money
wisely. I mean wisely not in the sense of my making
a pejorative statement about what ideological or
philosophical approach should be adopted by
government, but in the sense that the government
will be a good steward of the resources placed at its
disposal.
Hon. Pat Power - Says who?
Hon. W. A. N. HARTIGAN - I am speaking,
Mr Power; you will have the chance to express your
philosophy. A government must plan to spend
money wisely and be accountable to voters. If you
wish to make transfer payments to one group to
ameliorate their condition you must make those
payments transparent; you must not hide them in a
distorted cross-subSidy that not only fails to make
available to the public the cost but distorts the
allocation of resources to the extent that you cannot
n.m the business properly.
I was reminded of a similar situation last week when
Mr Nardella spoke on the Water Acts (Further
Amendment) Bill. He was horrified at the prospect
of the government running the water authorities in
Melbourne so that price bore some relationship to
cost. He said the government was acting purely
because it wished to privatise. I should have thought
the reason was to inject sense into how people make

Tuesday, 9 December 1997

judgments about the am01mt of water they use and
so the government could assess how much money to
invest in the system. To suggest that as a
government policy objective you should run a
business incompetently so nobody understands
what is happening makes nonsense of the desire for
an efficient governmental system.
Mr Nardella had some fanciful ideas when he talked

about these things. He said the only reason to reduce
debt on water authorities and make them more
profitable was so that they would be more attractive
to private buyers. I have not the faintest idea why he
thinks the level of debt has anything to do with it. I
thought the reason for doing those things was to
lower costs. Apparently I was mistaken.
I am trying to make the point that a government that
wishes to be responsible in the stewardship of the
taxpayers' resources is a government that is capable
of understanding what that means. It worries me
that a shadow minister can so lamentably fail to
understand the basics of accounting practice. This is
a question of arithmetic not ideology. The complete
ignorance of and failure to recognise how important
it is that governments set the tone, the policies and
processes by which government is kept honest is of
serious concern when talking about the
Auditor-General.
Mr Pullen talked about former Premier John Cain. I

did not know John Cain but I would say that it is
penny wise and pound foolish to be concerned
about saving the pennies while dropping $10 billion
or $12 billion on the ground through
mismanagement. It is all very well to have personal
ethics - I have no criticism of them - but it would
have been be nice if at the same time Mr Cain had
paid attention to the big dollars that were lost.
To argue that the role of Auditor-General is in some
competitive way to defend the state against the
incompetence, excesses and dishonesty of
government is to fail to recognise the role of
government and to place on the Auditor-General a
responsibility which is not and should never be his.
It is the responsibility of governments to set up
systems and processes that will enable the state to be
run properly and responsibly.
Let me go further. It is not sufficient that the
government wishes to do that or that ministers and
the government have the capacity to do it. There
must be in place in the government - the
departments and enterprises that constitute the
government's activities - administrative,
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management and financial systems that will enable
it to identify what is happening and build in
disciplines that will ensure that the sorts of errors
that concern us all are not allowed to occur
continually and are picked up and corrected as
quickly as possible. The government is working
hard in that respect.
The opposition apparently supports the introduction
of accrual accounting. Accrual accounting does a
couple of things. It enables departments to
understand the full costs of their operations - not
only the direct labour costs. That is important for
reasons I will come to later, but it is also important
in relation to running accounting and financial
management systems. For example, those systems
require each department to set itself objectives,
whether they be financial, operational or the sort
referred to by Mr Pullen, and those objectives
become part of the budget process. Departments,
ministers and the government as a whole establish
resource allocations against those objectives.
Previously I referred to the issues of making sure in
the provision of any services that costs and prices
follow fairly closely and that any obligations - the
so-called consumer service obligations - are met by
direct budgetary transfers rather than by
cross-subsidies. One of the reasons for allocating
resources that way is to have a consistent policy
across all areas of expenditure that will at least
provide an understanding of where the public will
get the best value out of government administration
and enable prioritisation to take place. A good
government will worry about the electorate as a
whole, not about particular vested interests. It will
not run its business to protect one group to the
disadvantage of others. It will run its business to
allocate the resources in the fairest way possible.
Hon. D. A. Nardella - When are you going to
start doing that?
Hon. Pat Power - Is that why all the poker
machines are in the northern and western suburbs?
Hon. W. A. N. HARTIGAN - Opposition
members appear happy to get into a discussion on
the issue. I will get to that in due course, but having
said that the government of the day has a
responsibility for setting up the right systems it is
unfair to then argue that it is the role of the
Auditor-General to protect the people of the state
against the excesses of government - it never can.
Hon. Pat Power - Report on.
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Hon. W. A. N. HARTIGAN - The argument
being presented by the opposition is that the
Auditor-General reports on the excesses of
government and therefore controls it. It is not the
responsibility of the Auditor-General to do that. The
responsibility of the Auditor-General, and of any
auditor conducting a financial audit, is to ensure that
the processes which have been agreed and which
control and regulate the financial and administrative
aspects of government are properly observed.
It is the responsibility of governments to make sure

that the data the Auditor-General uses reflects
accurately what is happening in departments and
enables him to understand things such as cash flows
and whether decisions were properly made. It is
hard to understand how under the previous
financial accounting system the Auditor-General
could make a useful assessment of performance
when we did not allocate any of the fixed costs. With
whom was he comparing the performance of
department X? It beats the hell out of me. I don't
know.
On my recent epA trip I visited a number of

auditors in a number of places around the world, all
of whom admitted that performance reviews were
late and generally the results came out some time
after the incident they were reviewing had
happened and most of the people involved had
disappeared. They said that a political argument
often arose about who did what with whom and
when.
The more important issue in respect of performance
reviews is to make sure the operating entities have
systems available that will ensure that failures in
performance will be picked up early, not two years
after the event. It is even more important to have in
place systems that will enable the Auditor-General
to go quickly through the financial and
administration areas of an organisation and identify
any defects. There is no virtue in arguing that the
Auditor-General is responsible for the failures of the
government.
I kept hearing opposition members talk about how
the former Labor government was embarrassed by
the Auditor-General. To be perfectly frank, it was
not embarrassed by the Auditor-General but by its
own failure. It had nothing to do with the
Auditor-General. I have no concern about the
Auditor-General's activities in the past five years in
so far as some of the reports have caused people
embarrassment. I do not mind the Premier or a
minister being embarrassed if the worst we have to
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worry about out of an expenditure of $20 billion a
year is somebody saying a process that should have
been in place was not in place.
If I were in the Auditor-General's position I would
see it as my duty to embarrass them and the public
servants involved, but I would also want to put in
place administrative and accounting systems that
protected and gave public servants an opportunity
to understand what was happening so they would
not be embarrassed. We have been well served by a
public service that is fundamentally honest and does
not have its hand in the till. However, that service
has been badly served by bad accounting and
management practices. It has been even more badly
served by inept, administratively incompetent and
administratively corrupt governments. That was the
problem Victoria had in the Labor years. It had
nothing to do with the Auditor-General and the
business of, 'Gee, we didn't like the Auditor-General
when he criticised us'. The problem was not the
Auditor-General but the government of the day.

I did not mind opposition members comparing the
Auditor-General's comments about the current
government with what he found in respect of the
former Labor government and what the opposition
of the day, which is now the government, found
subsequently. I have no difficulty at all with that. It
must be obvious to the opposition that the
Auditor-General is only one element of an honest,
efficient and open government - and not the most
important element. The most important element is
the government itself.
The current government has put in place systems
that allocate resources transparently. It has put in
place systems that enable the public servants who do
the day-to-day running of administration to identify
early on whether they have a problem. Honourable
members who are interested in these things will
realise that Victoria now has a budget which states
tha t based on experience a certain level of income
and expenditure is expected month by month.
Those systems will enable the government to
understand what is happening with the cash flow so
that the Treasury can balance its investments in a
way that is consistent with the least risk and highest
return. It will enable deficiencies in the system to be
picked up quickly - that is, if a particular account
in a budget is not operating effectively it will
immediately be identifiable on a month-by-month
basis. It will not be necessary to wait for a year after
the Auditor-General has done his survey and made
a report - generally six to nine months after the
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year has closed - to find out there is a mistake.
Those are the sorts of systems good governments
put in place, and they make the Auditor-General's
job that much easier.
Let us turn to the Auditor-General himself. I
received the same letter Mr Pullen received, and I
replied to it courteously manner, as honourable
members might expect. Not unnaturally the
Auditor-General is afraid of change. We all resist
change to some extent. The government has put in
place a system of administration and financial
management and information that will, firstly, make
any auditor's job a great deal easier, and secondly,
will enable the Auditor-General to actively examine
the situation with a great deal more detail than he
has available to him today.
I hope the Public Accounts and Estimates
Committee - I noted in its recent report it is starting
to display some passing interest in this - will start
to get itself interested in the progress of the budget
by departments during the year. The important issue
is not to have to wait until after the event because
things then become political footballs. It does not
save the state anything to find out after the event
that it has lost a couple of million dollars. Savings
are made through finding out about situations
before they becomes so dangerous that nothing can
be done about them.
As we move down the road of tax reform I hope we
will see the accrual accounting system become the
standard private and public accounting practice. In
some respects accrual accounting is necessary in the
private sector because of the taxation requirements.
It is necessary to be able to identify costs and
revenue to achieve a taxable profit. However, the
private sector and the accounting profession have so
developed the system that much more important
than the system is the information that flows from it
and enables organisations to run their businesses
more efficiently and with less risk.
Quite clearly as we go down that road there will not
be any great mystery in the way management
information and financial data in government
departments will vary from data that would be
recognisable in the private sector. We still have a
little way to go, but it is progressively moving that
way. Many agencies of governments - TAPEs,
hospitals and local governments - are already well
advanced along the path of adopting that sort of
system. There is still a little way to go but the end is
close at hand.
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I assure honourable members on both sides of the
house that it will be a great boon to an honest
government if these systems are pursued and
governments are keen to make sure they have the
right management and financial information
systems in place. It will not be a great help to people
who want to hide what they are doing. It will not be
a great boon to people who do not want to manage
their businesses in the way they should be managed
because that will be revealed early in the piece and
will demand a great deal of corrective action.
Mr Pullen talked about his concern for
centralisation. He contrasted it with nothing that I
could understand, other than anarchy. It is true that
the coalition government works as an entity, and
despite what people might think of the Premier I
personally do not have any difficulty debating these
issues with him and 1 do not know why anybody
else should.

Hon. Pat Power - But you do not put on the
public record what you say to him or you would get
into big trouble.
Hon. W. A. N. HARTIGAN - I remind
Mr Power of some of the things I had to say when 1
debated the workers compensation bill. Mr Power
would be surprised at what I am prepared to put on
the public record - which is more than I can say of
some members of the opposition. When
Mr Theophanous was two years out of government
he was prepared to go back and criticise what Labor
did in government. It would have been much more
impressive and would have saved a lot of money if
he had done it while he was in government.
Mr Power should not speak nonsense about how
virtuous Labor is. Victoria would have saved a lot of
money if Labor members had the guts to put up
their hands because what happened under Labor
was a disgrace for the Westminster system of
government in a First World country - an
unparalleled disaster. If greater evidence is needed
of the secondary importance of the
Auditor-General's role - -

Hon. Pat Power - Do you think it is disgraceful
that people in the Geelong Hospital are going to a
hotel?
Hon. W. A. N. HARTIGAN - People at the
Geelong Hospital will have a four-star - Hon. Pat Power - Do you think that's
disgraceful ?
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Hon. W. A. N. HARTIGAN - I know all about
it, Mr Power, and if you wish to debate it I will be
happy to do so. It ill behoves the opposition to
denigrate the medical staff at the Geelong Hospital
for no other reason than selfish political point
scoring. There will be absolutely no risk to the
people there. It is one of the best hospitals in the
state, and it is run to the highest standards. If
opposition members are suggesting the Geelong
Hospital does not have the best interests of its
patients at heart, they are hypocrites - as usual. For
them, that is standard practice.
We all remember the 10 years of malpractice, the
10 years of incompetence, the 10 years of dishonesty
and the 10 years of great expense. Opposition
members talk about the importance of the
Auditor-General, but when they were in
government they ignored him. I have heard
ministers say the Auditor-General used to criticise
the Labor government. If he criticised you for
10 years, why didn't you do something about it?
Hon. D. A. Nardella - We did.
Hon. W. A. N. HARTIGAN - But you got
worse. Mr Theophanous said, 'We knew we were in
trouble with Workcover, so what could we do? We
couldn't do anything. The unions rolled us so we did
nothing'.
Hon. Pat Power - Not true.
Hon. W. A. N. HARTIGAN - That is what he
said. Are you telling me he did not say that?
Hon. Pat Power - No, I am saying that what he
said is not true.
Hon. W. A. N. HARTIGAN - You tell him that.
All I can do is rely on the written record. The former
Premier, Ms Kirner, had two big problems with
Workcare: first, costs were out of control; and
second, charges were too high. What did she do? She
just reduced premiums by 10 per cent. No-one can
tell me that is honest government, because it is not.
All the Auditor-General said was, 'I guess it's
government policy. If you want to be dishonest,
what can I say about it? All I can ask is what
happened'.
When the Labor government was in financial
trouble, one former Labor minister, Mr White,
responded by telling the SEC he wanted an extra
dividend. When the SEC said it was not making any
money, he said, 'You are not listening. I have the
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authority to demand a dividend. Give me
$60 million'. The SEC said it did not have $60 million
and he told the commission to borrow it instead,
which it did. The Auditor-General said that was not
a good thing to do, but Mr White did not worry
about that. He simply said, 'Stiff'. That happened
time after time - the Auditor-General reported, and
the Labor Party ignored him. I am getting sick and
tired of beating the Labor Party, but if members
opposite want a debate about the importance of the
Auditor-General, I will tell them about the
importance of good government. Before 1992
Victoria did not have good government, which
throws into relief the fact that an Auditor-General
cannot be the protector of good financial
administration if the state has a bad government. I
turn to the legislation.
Hon. D. A. Nardella interjected.
Hon. W. A. N. HARTIGAN - Mr Nardella got
up the other night and gave us his views on the
water authorities bill. His said we should avoid the
good administration of our water authorities to
ensure they were not privatised. He said he would
rather our water authorities were badly
administered so they did not make a profit and did
not look attractive to buyers. He would rather they
ran at a loss! Have you ever heard a more perverse
theory of management than that?
Hon. D. A. Nardella interjected.
Hon. W. A. N. HARTIGAN - I suspect the real
issue is not what we do about the Auditor-General
but what the Labor Party would do if it got back into
government. It seems as though it will do the same
things it did when it was last in government: pervert
good administration, look after its mates, overman
the public service and push debts on to future
generations. The cost of the services it will provide
to win a few measly votes will be left to future
taxpayers to pick up.
There can be no argument that that is what the
former Labor government did. It was considered the
worst Westminster-style government ever in the
First World. Someone said it was worse than the
British! The house may recall my view that the only
government worse than Labor was the
administration of George Ill, which lost the United
States! It was an unmitigated disaster.
For Mr Nardella to talk the nonsense he on anything
involving simple arithmetic casts doubt on whether
the Labor Party has learnt any lessons at all. It is
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about time someone who believes it is the level of
debt that an entity can attract that has a bearing on
its value in the marketplace got some commonsense.
Assets have value, not debt. Someone should teach
Mr Nardella the simple facts of life so he does not
make such a fool of himself. I cannot believe the
Labor Party subscribes to what he says. At least half
of them must not. Surely at least two or three don't!
Somebody on the Labor side should take the
opportunity to try to dispel the common view that
Labor has learned nothing from its 10 years in
government and its 5 years in opposition and that it
would again be a disaster if it were elected to office.
Hon. D. A. Nardella interjected.
Hon. W. A. N. HARTIGAN - We picked up
$30 billion worth of debt - $10 billion without any
asset backing - and have turned the state around in
five years. Is Mr Nardella really saying he would
have the state return to the condition in which his
government left it in 1992? If he says that, he is the
only one. His government left a disaster of
incompetence, maladministration and dishonesty
that was tmparalleled in the history of government
in this cOtmtry.
Hon. D. A. Nardella - That's rubbish!
Hon. W. A. N. HARTIGAN - What you did was
utter rubbish. The federal Labor government said
yours was the worst government it had ever seen, as
did the Queensland and New South Wales
governments. In fact, it was unanimous.
An Opposition Member - How is Little Johnny
going?
Hon. W. A. N. HARTIGAN - Mr Howard is
doing a good job.

Opposition members interjecting.
Hon. W. A. N. HARTIGAN - That is a very
good point; I am glad you raised it. I will tell you a
few of the things the federal government has done. It
has reduced its level of borrowing in line with the
action taken by Victoria. It has provided good,
sensible government, reducing the demand on the
money supply and cutting interest rates. The actions
of the Howard government have enabled us to
protect ourselves from the desperate effects of the
problems experienced by our neighbours to the near
north. Among other things, the Howard government
will be remembered for protecting Australia against
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the sorts of activities that Labor seems to think
constitute good government.
The Auditor-General should not be held responsible
for good government. He is there to perform an
audit role, which is in two parts: firstly, to examine
the financial management of government entities
from year to year; and secondly, to review as he sees
fit the performance of those entities. We have put
accOlmting and management information systems in
place to make sure that is the reality and to make it
possible for him to do an even better job.
In addition we have constructed legislation under
which the Auditor-General will report to Parliament.
He will also have the sole right to select those who
will carry out audits, for which there will be
competition. Mr Pullen talked about engineers and
architects and wondered whether or not competition
was good - and I have not worked out which side
he came down on. The curious thing is that the
Auditor-General thinks competition is pretty good,
but Mr Pullen apparently has a different view on the
necessity of competitive tendering.
The legislation says that if for one reason or another
the Auditor-General does not think competitive
tendering will work, he has the option of avoiding it.
Just as the Auditor-General would demand that a
government department have a good reason for not
going through the tendering process, so the
Auditor-General will, when asked, have to advise
why he chose not to go to tender. I should have
thought that was perfectly reasonable and
something the Auditor-General would not argue
about.
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Members opposite have said that outside auditors
who have reviewed the Auditor-General's Office
have said that the Auditor-General has done a good
job. I would be interested to know how his
performance audits would compare with private
auditors if they were contestable.
I am not bagging individual auditors. Government
departments have been audited from time
immemorial. Many disagree with the audit findings
and are entitled to do so. I notice that the New South
Wales Premier is getting stuck into the
Auditor-General in his state for supposedly being
highly political. I do not care to make similar
comments about our Auditor-General, because that
would be unfortunate. The Auditor-General will
have the authority to pick the best people available
to do the job. The notion that there is some mystery
about government audits that would rule out
private sector auditors from doing those jobs is
nonsense. The experience of auditing in the private
sector is infinitely more diverse, profound and
detailed than in the government sector. I make the
same point that was made earlier - that is, the
Auditor-General who I so admire was incapable of
discovering all the depredations of the former Labor
government.

Interjections from gallery
The PRESIDENT - Order! We are happy to
have members of the public in the gallery; however,
we are not happy to have them participating in the
debate. I will warn them only once.
Hon. W. A. N. HARTIGAN - Private enterprise
is fully capable of carrying out public sector audits

Mr Pullen said it was likely that outside auditing
firms would have more highly qualified and better
paid staff than Audit Victoria, but then he got
confused in arguing about the results of competitive
pricing. He was not sure whether the price would be
higher or lower, or whether the quality would be
higher or lower. There is a recognition that if you
want more qualified financial and performance
auditing, you may need to pay more for it. I do not
have difficulty with that and nor should anybody
else. The Auditor-General will determine what
element relates to the quality and what element is
uncompetitive. Someone always has to make that
judgment.
The Auditor-General will have access to the best
qualified people who will carry out financial and
performance audits at his discretion. In the past the
Auditor-General has carried out performance audits.

because it has better skills.
Hon. D. A. Nardella - Just like Skase and Bond.
Hon. W. A. N. HARTIGAN - The question to
ask is not about Skase or Bond but about the former
Labor government. Did the Auditor-General have
the capacity to stop the depredation of the former
Labor government? I have no doubt that he tried his
best, but it committed so many errors and mistakes
that the Auditor-General did not have sufficient
resources or time to catch them all. We have been
through them time and again. The Labor Party gets
upset every time I raise those issues, but hundreds
of millions of dollars was lost by the former Labor
government through bad management. There is no
argument about that. Many members of the
opposition admit to it. That is the reason the Labor
Party lost govemment.1t does not matter how smart
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or quick you are to cover up your sins, when you
run out of money it is all revealed. That is what
happened with the Labor government. It made
promises it did not plan to keep, it made statements
that were untrue and it took actions that in almost
every other respect would have landed people in
gaoL The point I make is not that the Labor
government was dishonest, but that the
Auditor-General could not do anything about it.
Hon. D. A. Nardella -It was never dishonest.
Hon. W. A. N. HARTIGAN - The actions of the
Labor Party in government amounted to
administrative dishonesty. It knew what it was
doing and did it on purpose. It knew that its
decisions would cost the state billions of dollars. If
that is not dishonesty, I do not know what is.
The Auditor-General is not the person who should
be held responsible for the failure of government to
properly run the business of government. The
Auditor-General reports to Parliament and he will
have access to the best auditors in the state. He will
make the judgment about the quantum, the
frequency and capacity of the staff to interpret audit
reports. I have no doubt that in one or two years
time he will be embarrassing ministers and the
Premier and, frankly, that is a small price to pay.
Good government values a competent, independent
Auditor-General, and this government will continue
to do that.
Although I attribute no political motives to the
Auditor-General, regrettably he has been naive in
his objections to this measure. I express no surprise
that the Labor Party would align itself to the
Auditor-General's view - it is in opposition and it
is its job to oppose. I am surprised that the
Auditor-General did not understand he would
attract the Labor Party to his cause, as well as fellO\\l
travellers and people such as Mr Pescott, who used
this matter as an opportunity to embarrass those
who became his enemies.
Hon. Pat Power - People who have always been
his enemies.
Hon. W. A. N. HARTIGAN - Mr Power, you
should stick to your understanding of the
factionalism and tribalism of the Labor Party. That is
sufficient to keep anyone in a full-time occupation! It
is a mystery to me and when it is sorted out you
may care to tell me about it, because it changes as
quickly as changes occur in the marketplace.
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The Auditor-General committed himself to be
politically involved as a consequence of his
opposition. It raises questions that other people have
raised regarding officers such as the former Director
of Public Prosecutions and other so-called
independent office holders. I believe John Cain and
his government had no motivation other than
avoiding the political ignominy that could arise with
some of the issues. Governments have a
responsibility to govern and handle issues, and I fear
they will be measured on whether they handle
themselves well. I do not resile from that. I worry a
great deal about the continued pressure to place a
great deal of responsibility for public administration
on appointed, unelected representatives. I say that in
the context that the Auditor-General does not fall
into that category. We need an independent
Auditor-General, but we need to define the level of
his independence. We should not be dictated to. We
are the democratically elected representatives of the
people. Whether they like it or not, Mr Nardella is a
democratically elected representative of the people,
so we have to put up with it.
I have no doubt the legislation will be effective and
will improve the quality of administration. I also
have no doubt that future audit reports will irritate
the Premier and ministers, and I can live with that.
Hon. PAT POWER (Jika Jika) - I will make a
brief contribution to this debate. Honourable
members who have had the opportunity of listening
to the contributions of Mr Pullen and Mr Hartigan
would have enjoyed and appreciated their
contributions. Mr Pullen made clear the range of
reasons why the opposition sits so strongly with the
broad community's concerns about the bill.
Mr Hartigan, as he always does, leaves people in no
doubt why he is such a passionate supporter for
radical legislation such as this bill.
There is a strong relationship between the level of
community ownership of government legislation
and decision making and whether a government is
exercising good governance. I have not the slightest
doubt that in next Saturday's Mitcham by-election
the community will deliver a clear message on
behalf of all Victorians on whether it believes the
Kennett government has been exercising good
governance.
Not only will the Mitcham electorate consider that
question but I am certain the two major pieces of
legislation the house will debate this week - this
and the Workcover bill- will be prominent in the
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thinking of the Mitcharn electors prior to their
entering the booths to cast their votes next Saturday.
The audit and Workcover bills have been nothing
but controversial. In their contributions Mr Pullen
and Mr Hartigan set out two sides of the argument.
Mr Hartigan said that once an elected government
had achieved a mandate from the community, it had
no ongoing obligation always to respond to the
wishes and aspirations of the community.
Mr Pullen said that is certainly not the case and
governments need to respond to the views, hopes,
wishes and aspirations of their constituents. As
Mr Pullen said, the government of the day is nothing
more than a custodian of the state and its welfare on
behalf of the people - in this case, the Victorian
people. It is not a situation where the
Kennett government has freehold title over Victoria
and can therefore do whatever it sees fit about the
structure, infrastructure, prOvision and management
of government. As Mr Pullen said, it is necessary for
the government of the day, having been granted a
mandate by the people, to continually monitor its
proposals, strategies and decisions so that at no time
does it get out of step with the community in the
way the Kennett government has.
That scenario is not limited to the Auditor-General.
During question time the Minister for Health said
the management of the Geelong Hospital is so
constrained and politicised that it is now operating
midwifery services out of the Ambassador Hotel in
Geelong. That illustrates the stark contrast between
the views of the government and those of the
opposition on the ongoing obligation of an
administration to practise good governance. I also
remind the house that a report in today'S newspaper
says Victoria is the highest taxing state in the
commonweal th.
Hon. Rosemary Varty - No, New South Wales is.
Hon. PAT POWER - Mrs Varty says that is not
so. When she contributes to the debate perhaps she
will tell the house the date on which Victoria ceased
to be the highest taxing state. This has occurred at a
time when the Kennett government has asked
Victorians to live and work in a way that is
markedly different from that demanded of its
members. Since 1992 the government's taxes and
charges have risen by more than 24 per cent while
local government has suffered a 24.6 per cent
decrease in revenue.
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The government is not prepared to live in the way it
demands of others. I can refer the house not only to
the use of a Geelong hotel as a wing of a major
provincial hospital but also to the number of
teachers the Kennett government has hunted out the
door in an attempt to make its books, in the eyes of
those who are interested in international financial
affairs, more desirable. I can refer to the Kennett
government's decisions to reduce the number of
country train lines and to the removal of uniform
electricity tariffs which had existed for many years.
Hon. R. A. Best interjected.
Hon. PAT POWER - Mr Best should stop
reflecting on the Chair.
Hon. Rosemary Varty - The Chair is not
interested in the debate.
Hon. PAT POWER - It is not interested in the
interjections, and I compliment the Chair on that.
The contrast in the contributions of Mr Hartigan and
Mr Pullen highlights why the community is so
concerned about the actions of the Kennett
government, and especially about the audit and
Workcover bills.
I have not the slightest doubt that in the Mitcham
by-election next Saturday the electors, on behalf of
the broad Victorian populous, will express a clear
opinion on whether it believes the
Kennett government has gone too far in some of its
radical decisions.
Hon. Rosemary Varty interjected.
Hon. PAT POWER - I agree with the interjection
of Mrs Varty who says they do not understand. That
comment is typical of the Kennett government's
arrogance because when people do not agree they
are accused of being ignorant.
Hon. Rosemary Varty - I didn't say that.
Hon. PAT POWER - When people will not
kowtow to your every wish, you say they are
ignorant and do not understand. That is the ethos
now. People believe the government is arrogant and
has gone too far. I do not have the slightest doubt
that will be measured clearly in the Mitcham
by-election on 13 December.
Hon. Rosemary Varty - So what?
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Hon. PAT POWER - I again point out the
government's incredible arrogance; Mrs Varty asks,
'So what?'. The Kennett coalition government cares
nothing for what people feel about its performance
and decision making.
I shall make some comments on the issue of audit. I
am sure all members in this house have received
correspondence from a whole range of individuals
and organisations expressing various concerns about
the bill. I take the opportunity tonight to predicate
some of my comments on the basis of views that
were put to me by the Good Shepherd Youth and
Family Service. Not long ago I reported to the house
that an application from the Good Shepherd service
to provide an additional 40 no-interest loans in
country Victoria - a proposal that had the support
of the Deputy Premier, Pat McNamara, and sought
quite a small grant from the Community Support
Fund - was refused. It was refused not because
applications to the Community Support Fund go
through any open and transparent process or
because the Good Shepherd service or any other
Victorian can see in black and white the reasons that
an application is granted or refused, but because the
person who makes decisions about the Community
Support Fund is the Premier.
Those are the issues people feel strongly about. We
need in this state a process where the
Auditor-General of the day is able, fearlessly and
with a strong degree of independence, to make his
assessment publicly available to all Victorians. It is
not about whether good governance has been
achieved but about whether the funds under the
guardianship of the state government of the day are
being expended properly and in accordance with
broad community wishes and aspirations.
It is quite clear to me and to the Good Shepherd
Youth and Family Service that the Community
Support Fund is not being expended fairly and
equitably. Good Shepherd received a letter from the
Premier saying that its application had failed
because it did not meet the criteria. I am not
suggesting for a moment that the Premier was being
dishonest, but I point out that the Public Accounts
and Estimates Committee reported that no criteria
are used in assessing applications for grants from
the Community Support Fund. In this case a
successful application would have benefited
provincial and regional Victoria. It enjoyed the
support of the Deputy Premier, the Honourable Pat
McNamara, but the Premier decided it was not
appropriate.
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Hon. RosemaryVarty- The Premier doesn't
decide.
Hon. PAT POWER - The Premier decided it was
inappropriate and in a misleading way advised the
applicant that its application had failed on the basis
of its not meeting the criteria, despite the fact that
there are no criteria by which those sorts of
applications are assessed. Therefore it is appropriate
that I make some comments in this debate on the
basis of attitudes expressed by an organisation like
Good Shepherd, which I am sure every member of
this house would agree has played an enormously
successful and responsible role in providing
no-interest loans to a whole range of Victorians who
otherwise would not have access to credit.
The Good Shepherd Youth and Family Service has
sent me a letter I think is very appropriate:
An audit is the principal means by which stakeholders
gain independent assurance about the stewardship or
management of resources that they have entrusted to
another party, when they are unable, for reasons of
complexity or distance, to satisfy themselves.

That is what the role of the Auditor-General in this
state ought to be about. The Auditor-General's role
is not to measure whether the Kennett government
is governing well. It is the responsibility and role of
the Auditor-General to provide independent
assessment to those who hold a stake in the
Victorian community - that is, the taxpayers about whether the funds in the guardianship of the
state government of the day are being properly and
sustainably managed. That is the point on which
Mr Pullen and Mr Hartigan expressed very different
views.
Mr Pullen said that the role of the Auditor-General
is one of guardianship and advocacy for the
community. Mr Hartigan simply said the
Auditor-General's role is to provide ticks to the
government of the day. It is evident that
independent checking of fiscal assets and public
accounts took place among the ancient Egyptians,
Babylonians, Greeks, Romans and Chinese.
Therefore we are not in any sense talking about
some new phenomena: the notions of audit, of
independence in the audit and of that independence
being practised fearlessly are centuries old.

The role and purpose of the Auditor-General are
founded on fundamental constitutional principles.
Government agencies are accountable to Parliament
for their use of resources and the powers conferred
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by Parliament. The Auditor-General's role is to
provide assurance that government organisations
are operating and accounting for their performance
in accordance with Parliament's intentions. To be
credible such assurance must be seen to be
independent and competent.

Community reaction to the proposed changes has
been marked. I think Mr Pullen said the view in the
community is that the review of the
Auditor-General's role has been conducted not by
Parliament but by the Kennett coalition government.
That is a reasonable observation to make.

I point out that the Auditor-General really is a
person of the Parliament, not of the government of
the day; he is not a person the Kennett coalition
government can rejig, restructure, confine and
constrain. If the Auditor-General is to be able to
operate in the way that has traditionally been the
case, he or she must be able to report to
Parliament - not to the Premier or to the
Treasurer - fearlessly and independently,
representing the people of this state. An
Auditor-General is the auditor of all public sector
spending. He audits central government
departments, local government, government trading
enterprises and Crown entities.

There is certainly nothing in the report of the review
panel to show that it took account of the principles
that are broadly held by members of the community
and therefore reflected in this Parliament. Rather,
the review panel demonstrated beyond doubt that
its report was commissioned by the Kennett
coalition government. Removing the
Auditor-General's direct responsibility for auditing
threatens not only his operational independence but
also our fundamental democratic principles. I do not
believe that is an overstatement.

The Auditor-General's Office has three main tasks:
to provide reports and ad vice to Parliament on
matters of significance arising from audits; to ensure
that all funds released from government bank
accounts are used for the purposes for which the
appropriations have been made; and to audit the
statements of public sector organisations. The
Auditor-General assures Parliament - not the
government - that the instruments of government
are accountable for their performance through the
reports that arise from his audits. The
Auditor-General's reports to Parliament have raised
serious concerns about child protection services,
public education, the Community Support Fund and
Intergraph. Independence is fundamental to the
concept of auditing.
Hon. Rosemary Varty interjected.
Hon. PAT POWER - It means independence
from the bodies that are subject to those audits and
statutory protection against improper influence.
Mrs Varty said, 'What is wrong with it?'.
Hon. Rosemary Varty - I didn't say that. I said
that is what is in the bill.
Hon. PAT POWER - What is wrong with it,
Mrs Varty, is that the Kennett coalition government
is talking about a new structure for the
Auditor-General that removes his capacity to report
fearlessly and independently to Parliament.

The Mitcham by-election will show that those kinds
of concerns are now uppermost in people's hearts
and minds. Mitcham is very much middle
Melbourne, and I believe the people of Mitcham will
prove that middle Melbourne believes that in
passing this legislation and the Workcover
legislation and in making a raft of other radical
changes, the Kennett coalition government has gone
too far.
Shifting responsibility for performance audits from
the office of the Auditor-General to individual
government departments undermines government
accountability. Auditors-General across Australia
and New Zealand, the two leading Victorian
accountancy associations, the Law Institute of
Victoria, Liberty Victoria, academics, concerned
community and church leaders and thousands of
private citizens have publicly stated their belief that
the restructure is a fundamental assault on the
operational independence of the Victorian
Auditor-General.
Mr Pullen argued that this parliamentary session,
with its major debates on the Auditor-General and
Workcover, and the Mitcham by-election, which will
be held on 13 December, represents a major turning
point in Victorian politics. I am not suggesting for
one moment that it means the beginning of the end
of the Kennett coalition government; but I believe it
represents the beginning of community
empowerment.
Victorians who have been disempowered since 1992
are beginning to believe that it is possible to voice
their concern and to find others in the community
who share their belief that the government has gone
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too far, is too arrogant, and has stepped well beyond
the line that reasonable Victorians feel is the
difference between good and bad governance.
The current proposal to restructure the
Auditor-General's Office threatens a pillar of our
democracy. To ensure his constitutional
independence is upheld, the Auditor-General must
be an officer of Parliament and must remain totally
responsible for performing all the functions his or
her role requires - and that includes policy making,
planning, oversight and auditing services.

In the early 1990s the New Zealand government
carried out a restructure that resulted in the
formation of two business units in the Office of the
Auditor-General- one called the Office of the
Auditor-General, which is responsible for policy,
planning, overSight and reporting, and the other
called Audit New Zealand, which is involved in
auditing services. This is the important point, on
which I will conclude. Under the New Zealand
reforms, the Auditor-General retains total
responsibility for all the activities conducted in those
units. I believe this is watershed legislation, for the
reasons that I have outlined. I believe the opposition
is acting in line with broad community concern in
indicating its strong and total opposition to the bill.
The ACfING PRESIDENT (Hon. Jean
McLean) - Order! I call Mrs Varty.
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Hon. Pat Power - Well, do it!
Hon. R. M. Hallam - I don't have to put up with
that!
Hon. Pat Power - Well do it; get up!
Hon. ROSEMARY VARTY (Silvan) - We have
had one lot of your bully boys today
threatening - -

Honourable members interjecting.
Hon. Pat Power - If he has not got the courage,
Rosemary, you might have. You move for them to be
expelled.
The ACTING PRESIDENT (Hon. Jean
McLean) - Order!
Hon. Pat Power - That is silly, Rosemary, and it
is not like you.
Hon. ROSEMARY VARTY - I beg your pardon!
I don't have to put up with that sort of rubbish from
you or anybody else. Today we again heard
misinformation on this bill put about by members of
the opposition. I alluded to the voters in Mitcham
not understanding.
Hon. Pat Power - You said they do not
understand.

Interjections from gallery.
Hon. R. M. Hallam - Do you want me to move
for the expulsion of our guests from the gallery?
Hon. D. A. Nardella - She called Mrs Varty.
Hon. R. M. Hallam - I will move - -

Hon. ROSEMARY V ARTY - That is exactly
what I said. When I talk to them on a one-to-one
basis it is clear that the misinformation the
opposition has peddled to them has led to their lack
of understanding of the issues involved.
Hon. Pat Power - Why aren't you out there
campaigning?

Hon. Pat Power - You do that, Roger.
Hon. D. A. Nardella - You do that, and we will
have quorums all night!
Hon. Pat Power - You do it. Come on, get up;
put your money where your mouth is. Come on, you
do it: you kick them out!
The ACTING PRESIDENT (Hon. Jean
Mc Lean) - Order! I call Mrs Varty.
Hon. Pat Power - Stupid!
Hon. R. M. Hallam - Stupid?

Hon. ROSEMARY VARTY - We are. I'm here
tonight. Why aren't you out there? All the people
with whom we have talked understand what it is
about when they get the facts. The opposition is not
interested in the facts. It is not interested in one fact.
Since I came to this house in 1985 one of my major
objectives has been to see the public sector
accountable for the resources entrusted to it, because
they are not my resources, they are the community's
resources. To that end there has to be accountability
at all levels provided in a timely fashion.
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Mr Power talked about the things that arise from an
audit. The truth is that happens after the fact. After
the fact it is too late, and unless the mechanisms for
accountability are in place it will never change.
Accrual-based accounting has to be introduced
across all state and local government departments
and entities to give timely reports about what is
happening with the state's resources and our
stewardship of them, not some after-the-fact report,
because by then it is too late.
It is also about the ability of the Auditor-General to
undertake, to world-best practice standards, the
sign-off of compliance auditing of all designated
bodies in the public sector. It is about the ability of
the Auditor-General to undertake special
investigations and special reports.

The bill does not compromise those objectives. It
gives a guarantee of independence from political
interference or political process. The
Auditor-General has never before had statutory
protection of his independence of executive
government. Never before has there been legislation
to enshrine the principle we all support, which is the
statutory independence of the Auditor-General.
Clause 7 headed 'Independence of the
Auditor-General' inserts new section 4A into the act
and says:
0) The Auditor-General is an independent officer of the
Parliament.

That is in the bill, Mr Power, and you choose to say
that is what we should be doing when it is in fact
what we are doing. Again you are peddling the
rubbish that we are not doing that. It is in the bill. Is
it that you cannot read? Is it that you choose to be
blind?
Hon. Pat Power - You can't resist being
arrogant; it just comes naturally.
Hon. ROSEMARY V ARTY - Following on from
your comments, what do you expect? The absolute
arrogance of you to suggest some of the things you
said! In his speech Mr Theophanous alluded to and
quoted from a speech I made some time in April or
May 1990 when we were in opposition and were
debating the Audit Act.
Hon. Pat Power - Where you supported the
Auditor-General in his current form?
Hon. ROSEMARY VARTY - Yes. I am happy to
quote what I said very proudly at that time and to
reiterate that comment:
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The Auditor-General is one of the most important
independent statutory officers in this state, and that
independence must be protected at all costs.

That is exactly what we are doing. Why did
Mr Theophanous pin his hopes upon that statement?
I have been totally consistent ever since I came to
this Parliament about the role of the
Auditor-General, as have Mr Hallam and
Mr Stockdale. We were the ones who worked on
these issues and brought in the amendments to
make that so, because the current opposition was
then in government and was refusing the
Auditor-General access to departmental infonnation
in a number of departments. Do you deny that?
Hon. Pat Power - I don't.
Hon. ROSEMARY VARTY - You don't deny it?
It is a fact.
Hon. Pat Power - I said I don't deny it.
Hon. ROSEMARY VARTY - As I say, I have no
problem reiterating that statement. I will briefly go
through some of the points in the bill in relation to
that responsibility to Parliament. Bear in mind that
the Auditor-General has been shifted from the
Department of Premier and Cabinet, which is part of
the executive arm of government, into the
Parliament, and the Auditor-General is required to
report to the Parliament, not to the Department of
Premier and Cabinet. He is an independent officer
but a servant of the Parliament. He acts on behalf of
us all as parliamentarians; he acts in the public
interest, not on behalf of any government or any
minister or anyone person. He reports to the
Parliament. He has the responsibility and the
authority to give directions in relation to the conduct
of audits. He already contracts out 75 per cent of the
audits for which he is responsible. He sets the
parameters and the guidelines for the audits and
signs them off, so that is nothing new. That has been
occurring for a considerable time.
Hon. D. A. Nardella - Because he has poor
control.
Hon. ROSEMARY VARTY - Thank you,
Mr Nardella. Control is not incompatible with
contracting out because it is already occurring. Are
you saying that currently he does not have control?
Hon. D. A. Nardella - No, I am not. I am saying
this bill will remove that.
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Hon. ROSEMARY VARTY - Why would you
say that, when you accept the current contracting
out? Are you saying the current contracting out is
lack of control?
Hon. D. T. Walpole - No, it is his decision. You
are going to remove the opportunity for him to
decide that.
Hon. ROSEMARY V ARTY - It will continue to
be his decision to set the parameters and to sign off
the audit. It is in the bill. You obviously have not
read the bill. It does not Wldermine the integrity of
the process or the interests of the Auditor-General.
Hon. D. T. Walpole - How do you audit
without auditors?
Hon. ROSEMARY V ARTY - The same way he
does 75 per cent of the audit now: by contracting it
out.
Hon. Pat Power -'Ibis is like the Bjelke-Petersen
car that was going to rWl on water.
Hon. ROSEMARY V ARTY - I can imagine
Mr Power driving the Bjelke-Petersen car on water;
it would not get him very far. It makes the line of
authority of the auditing process distinct from
executive government, and that is the important
thing to bear in mind all the way through. For the
first time the Auditor-General will not be subject to
the line authority within the executive government
through the Department of Premier and Cabinet. For
the first time his program will be subject to the
accoWltability of Parliament. He will not be subject
to the whim of the budgetary process of the
Department of Premier and Cabinet.
At the very end of my speech in 1990 I made an
appeal, which I will read because it is relevant to
what we are talking about now:
My final comment is a plea to the government not to
hamstring the Auditor-General, as is happening now
through lack of resources, and to ensure that he is able
to carry out the functions Parliament has given him in
the past and will further extend through the bill.
We are again talking about ensuring that the
Auditor-General is Wlder parliamentary control as
distinct from being Wlder the control of the
Department of Premier and Cabinet. The
Auditor-General will be able to determine the audit
program. The Public Accounts and Estimates
Committee, which is an all-party committee of this
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Parliament, will have input into that program but
the Auditor-General will not take direction from that
committee. Proposed section 4B, which is inserted by
clause 7, provides:
In performing or exercising his or her functions or

powers, the Auditor-General must confer with, and
have regard to any audit priorities determined by, the
Parliamentary Committee.
The Auditor-General is also required to prepare a
report for that committee. That is an important
element in linking accoWltability through the
Parliament and not through the Department of
Premier and Cabinet.
The Auditor-General will be responsible for
conducting the tendering process. He will have
complete control over the process and the ability to
bypass it if he so chooses. The requirement is that he
report any bypassing of the process to Parliament, to
which he is accountable. The Auditor-General will
be able to engage auditors to carry out the work and
will have power to supervise their work. He will
also sign the audit certificate.
Clause 12 inserts a section that will make it clear that
the Auditor-General is the person who has to sign
off on audits. He will be the only person who will
report on audits - and he will report to Parliament.
The Auditor-General can depart from that
contestable process, but where he takes that course
of action he must report via the Parliament and
make his reasons known. There is nothing in the bill
that will preclude him from undertaking or getting
someone else to undertake performance or special
audits.
Mention was made of the ambulance service. It was
not until the responsible minister asked the auditor
to look at the ambulance service that various issues
were brought to light as a result of the auditor's
report. The Auditor-General has always been
responsible for the ambulance service but did not
pick up the problems that existed.
In closing I refer to part of what the Minister for
Finance said in his second-reading speech. The
speech states:

The bill retains the essential features of the Audit Act,
while strengthening the competitive framework within
which audits in the public sector will be conducted. The
appointment of the Auditor-General, conduct of
financial and performance audits, reporting to
Parliament and the powers of the Auditor-General to
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examine documents and persons remain in the act.
Within this competitive framework, the
Auditor-General will be entirely in control of the
selection, appointment, payment of auditors and
tennination of audit services.

The following comment was made in a news release
dated 20 November issued by the office of the
Treasurer:
In reality, this bill entrenches the independence of the

Auditor-General and the public sector audit process
with statutory guarantees that have never applied
before.

I have much pleasure in supporting the bill.
Hon. D. T. WALPOLE (Melbourne) - The bill
strikes at the very heart of democracy because it is
designed to prevent public scrutiny of government
actions. Government members often talk about the
need for transparency in government, but that is all
they do - talk about it. All their actions are
designed to produce the exact opposite, and this bill
continues the process. It is deliberately designed to
obscure. It will not produce transparency. It will
produce the reverse - opacity.
From the very moment the Premier announced he
would review the office of the Auditor-General it
was abundantly clear that what he was really about
was silencing another critic of his government. That
is the Premier's style, just as it is the style of
government members to simply bow their heads and
toe the line whenever he dictates a course of action.
They will not question bad decisions and will not
stand up for their principles - if they have any. The
jellyback backbench simply falls into line. The
Premier knows backbenchers will fall into line
regardless of the issue with which they are
confronted.
Government members in marginal seats are faced
with a very hard decision in respect of this bill. They
are caught between a rock and a hard place. On the
one hand there is the need to take all action possible
to obscure from public scrutiny the internal actions
of this disgraceful government, and on the other
hand there is the outrage and bitter opposition that
this bill has engendered in all sections of the
community, outside the government and among its
cronies.
Government members in marginal seats are walking
a tightrope, and it will take only one small shove
from he who must be obeyed - Emperor Jeff - and
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down they will fall into the camp that advocates
treating the public like mushrooms and not telling
them anything if it can be avoided. Of course, most
of them are very comfortable in that position. Their
position is summed up well by a contributor to the
'Access Age' of Thursday, 18 November. The
contribution states:
I approve Mr Kennetl's nomination for Mitcham, of
Elle - his Great Dane - providing that she has been to
obedience school like the rest of his coalition members.

This time government members have gone too far. I
sincerely believe that in supporting this bill and the
upcoming Accident Compensation (Miscellaneous
Amendment) Bill they are sowing the seeds of their
own destruction.
The honourable member for Frankston East in
another place clearly recognised that fact and sought
to take some sort of stand on the issue, but he was
nobbled. Nevertheless, recognising that he was
vulnerable at the next election he made a small but
utterly ineffective protest. The former member for
Mitcham took a much stronger position and has had
scorn and vitriol poured on him from all sides of the
coalition. That was to be expected from a
government that will brook no criticism - stick
your head up and criticise the actions of the
government in any way and you must be prepared
to pay the price, as have people such as Moira
Rayner and Bernard Bongiorno.
Today we are considering a bill that attacks the
absolute independence of the Auditor-General. The
bill seeks to structure the Auditor-General's office so
as to make it unique in Australia and contrary to
what applies in all countries that operate under the
Westminster system of government. Although there
are countries with audit processes that are worse
than what this bill seeks to impose, they are
countries that suffer under dictatorships and have
no need to carry on the pretence of having an
independent watchdog.
The government faces the problem that Victoria is
not some Third World dictatorship and the people of
Victoria are not about to allow the government to
ram through this Parliament a bill that is specifically
designed to prevent them from knowing how their
hard-earned taxes are being used.
What does the government fear that causes it to
behave in this manner? Clearly it fears scrutiny, but
the truth will out sooner or later, and when that
happens nothing will save the government. The
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reasons why the government is rushing to force the
legislation through instead of waiting until after the
Mitcham by-election, which would provide an
opportunity to test this appalling bill when people
go to the polls on Saturday next, are patently
obvious.
Firstly, if the result of the by-election is as expected it
will be seen, at least in part, as a referendum on the
legislation. A rejection by the people of Mitcham
would make the government's desired course much
more difficult to follow. Secondly, it is desirable for
the government to distance the legislation as far as
possible from the next state election in the hope that
the electors' memories will have dimmed by then
and they will no longer maintain the anger they feel
currently.
The government can rest assured that the opposition
will keep the matter before the public. In particular
it will go to the people with a platform that it will
enshrine in the constitution a guarantee of the
independence of the Auditor-General and other key
public office holders. Amendments to the
Constitution Act will guarantee the independence of
key office holders and provide that their roles may
be changed only following a referendum.
The amendments I have referred to will enshrine the
independence of the Auditor-General in the
constitution, guarantee he has the sole power to
order and carry out audits ensure he is free from any
direction on how to carry out audits, and give him
the freedom to determine the audit program, the
bodies to be audited and the priorities for audit.
That will re-establish transparency in government
following the dark ages that will follow should this
disgraceful bill be passed.
In claiming that the legislation is required to comply
with competition policy the government is seeking
to obfuscate the real reason why it has been
introduced - to prevent as much public scrutiny as
possible. If the bill is passed more than 140 years of
open government will be consigned to the rubbish
bin of history. Shame on all government members!

The government's continuing claims that the bill will
enhance the independence of the Auditor-General
are nothing more than a smokescreen to camouflage
what it is really about. Proposed section 4A(1),
which is inserted by clause 7, states:
The Auditor-General is an independent officer of
Parliament.
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No other prOvision of the bill supports that assertion
in any way. It is simply a sop to satisfy the
government's own constituency - coalition
members with cold feet. Once the Auditor-General's
prime auditing function is removed his role will in
effect be reduced to that of a contract auditor. He
will be responsible for things such as appointing
authorised persons or firms to undertake financial
audits of statutory authorities, appointing
authorised persons or firms to conduct performance
audits, preparing specifications for such audits,
terminating the appointments of auditors who do
not perform in accordance with the act, and making
a report in relation to audits conducted by others.
No longer will he be in a position to conduct
financial or performance audits himself, as he most
certainly would be if he were genuinely independent.
Of its very nature the role of the Auditor-General is
wider than that of a private audit firm. He has a
responsibility to ensure accountability in
government and that the electorate is fully informed
about the costs and ramifications of government
actions. He is required to work in the public interest,
and that is his overwhelming priority. Nothing in
the bill will enhance that role. To the contrary, the
bill will restrict and narrow the independence that is
critical to ensuring that the Auditor-General is able
to carry out his role to the ultimate benefit of the
Victorian people.
Only this morning I heard the Treasurer on radio
3LO again claiming that the proposed changes will
further enhance the independence of the
Auditor-General. The Treasurer works on the
premise that no matter how big a lie is, if you tell it
blatantly and often enough sooner or later people
will begin to believe it. This time it will not work.
The people of Victoria are awake to this one.
At present the Auditor-General is able to carry out
selected audits with his own staff. How can his
independence be enhanced when he will have an
office without auditors? That is hardly increased
independence. The government claims that
removing the requirement for the Auditor-General
to be responSible to the Premier of the day and have
his budget determined by the Department of
Premier and Cabinet - which under this bill will be
matters to be determined by Parliament - will
further enhance the Auditor-General's independence.
That might be correct if there were any application
of a genuine democratic process in the government
party room or if any of the spineless jellyfish sitting
opposite were prepared to stand up to the Premier.
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That is not the case. For so long as the government
continues to occupy the Treasury benches it \\Till be
purely an exercise in semantics. The Premier \\Till
still make the decisions and the jellyfish \\Till still
obey.
The planned privatisation of the newly created
Audit Victoria will further hamper the ability of the
Auditor-General to properly carry out his duties,
which is another case of the government finding
ways to further line the pockets of its mates and in
the process open up the potential for a less than
rigorous investigation of state government actions
and possible corruption.
This is a bad bill that strikes at the heart of
democracy. It was drawn up most improperly
without any consultation with the Auditor-General.
I conclude my remarks by reading a letter from
Mr Phillip Kemp of Middle Park that was published
in the Age of 6 November. Government members
would do well to heed its contents. The letter states:
Over the next few days each state government minister
and backbencher, elected by the people for the people,
will consider to whom he or she owes the greater
loyalty - to the Westminster system of government by
Parliament, and to the Victorian people who
overwhelmingly support it, Or to one man, Mr Kennett,
who, almost alone, even in his own party, seems intent
on destroying an integral part of the system.
No government MP will escape the ignominy that will
attach to a decision to accept Mr Kennett's
Machiavellian proposal to strip the Auditor-General's
office of its true independence. Government members
should be under no illusion - it will be an infamous
day in the Victorian Parliament if they turn their backs
on such a fundamental principle of parliamentary
democracy as the right of the people to know where
and how their money has been spent.
Government ministers and backbenchers know how
well informed the community is on this issue and how
strongly it supports the genuine independence of the
Auditor-General. They know how strongly the state
Liberal Party disapproves of Mr Kennett's proposal.
They know the people are not fooled, and they know
their first duty is to the people.
If cowardice, opportunism or a false sense of loyalty
win the day, history will record the names of those who
put self-interest before the interests of those they were
elected to serve.
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Following the federal government's backdown on its
nursing homes policy I saw the Premier on
television defending the federal government's action
and saying that it is appropriate to change your
position when you get it wrong, or words to that
effect. It is time the Premier heeded his own advice
and admitted that at least on this occasion he got it
wrong. I will not hold my breath.
This is the most appalling and anti-democratic
legislation. It removes the checks and balances
designed to protect the interests of the electorate. It
provides fertile ground for the growth of
government corruption. It does not deserve the
support of this house and should be firmly rejected.
Hon. P. R. HALL (Gippsland) - I shall make a
brief contribution to the debate on the bill. I will not
go through the many and varied points made by
previous speakers. Basically I want to convey some
of the lines of argument and conversations I have
had with constituents about the bill.
The public debate has been characterised by much
emotion and little fact. Many Victorians still do not
understand the content and proposals of the bill, and
the effect it will have on auditing in this state. I have
discussed those matters with constituents who have
come to my office. The community's lack of
understanding about the changes may well be the
fault of the government. Perhaps it has not sold its
message well enough; perhaps it has not adequately
explained the amendments. The debate tonight
provides honourable members with the opportunity
of putting on the record some of the facts about the
bill and of conveying some understanding of it.
When I have had the opportunity of sitting with
some of my constituents and discussing the bill they
have all made the effort to talk to me and have left
my office feeling comfortable about the proposed
changes. Indeed, I have sensed their degree of
comfort.
Hon. D. T. Walpole interjected.
Hon. P. R. HALL - I will detail some of the
arguments I have put to my constituents and the
house will judge whether I have told them the truth,
the whole truth and nothing but the truth.
Hon. T. C. Theophanous - You have changed
your tune since you were a member of the Public
Accounts and Estimates Committee.
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Hon. P. R. HALL - No, I have not. Relatively
few people have wanted to talk to me about the
matter. However, the conversations go something
like this: we commence by talking about the
Auditor-General and discussing whether we believe
he has been an effective watchdog of public
expenditure. The people who have come to me have
said, 'Yes, we believe he has been an effective
watchdog on public expenditure'. I ask them if they
understand how the Auditor-General works,
particularly the fact that he already contracts out
75 per cent of the auditing work he undertakes.
Some people are aware of that fact; others are not. It
is a surprise to some to learn that the
Auditor-General does not undertake all the audit
work in this state and that he contracts out 75 per
cent of it.
I next ask people if they know which of the reports
presented to the Parliament and ultimately to the
public of Victoria are performed in house by the
Auditor-General and which have been contracted
out to a private sector auditor. The answer is no. Of
all the reports that come before this house members
of Parliament do not know which have come from
the Victorian Auditor-General's Office and which
have been contracted out to the private sector. There
is no mention in the Auditor-General's reports of
who has undertaken the work or whether a financial
or a performance audit that has been presented to
Parliament. We simply know that every in-house or
outsourced audit report tabled in Parliament is
presented under the signature of the
Auditor-General. The Auditor-General has had to
satisfy himself that the quality and accuracy of the
work is a fair and accurate representation of the
facts. The Auditor-General puts his signature on an
audit only when he is satisfied.
Then I explain the fundamental change in the bill,
which is that now 100 per cent of the
Auditor-General's work will be contracted out.
Members of the opposition have recognised that
change in their contributions. I then say to my
constituents if you believe - and I share the view that the Auditor-General has performed
satisfactorily with 75 per cent of his work being
contracted out, why would the contracting out of
100 per cent of his work not be just as satisfactory;
why would it not be as accurate as the 75 per cent of
the work now being put before Parliament? There is
no reason to suggest the extra work to be contracted
out will be less inferior than the work that is already
contracted out. I have not heard one argument in the
debate - and I have listened to hours of it today to suggest a criticism of the work that is already
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outsourced or any suggestion the Victorian public
will be disadvantaged if all of the Auditor-General's
work is outsourced.
I then explain to my constituents some of the
safeguards that have been built into the bill. The
Auditor-General will continue to appoint the
auditors for the audit work he wants undertaken in
exactly the same way as he does now. He appoints
those he wants to audit the 75 per cent of outsourced
work and he will retain the power and ability to
appoint the people to do all the work being
outsourced. The Auditor-General will continue to set
the scope of the audits to be undertaken; he will
have total responsibility to define the aspects of the
department or authority he wants audited. He will
also supervise the audit tasks just as he does now
with three-quarters of his audits. The
Auditor-General will monitor how audits are going
and will meet frequently with the auditors of the
firms working for him to ensure he is satisfied with
the quality of their work. He will retain sufficient
staff to discharge his responsibilities - a clear
commitment given by the minister in his
second-reading speech.
Importantly, the Auditor-General alone will
continue to report to Parliament just as he does now
with every audit report presented to the house. For
three-quarters of his work there will be absolutely
no change. The only change is that an extra
one-quarter of his work will be presented in the
same way as three-quarters of it is now. If we have
not complained about the work being outsourced
now, how could we imagine things will change with
the other one-quarter of the work being outsourced
to the private sector?
Some components of the legislation are welcomed
by all commentators, even those who have criticised
aspects of the bill. The Auditor-General will be an
independent officer of the Parliament - and I have
not heard any commentary suggest that that is not
appropriate. He will no longer be funded from and
report through the Premier and the Premier's
department; he will be funded directly from and will
report directly to the Parliament. Such a measure
will mean that honourable members will have the
opportunity of debating the funding to be
appropriated to the Auditor-General every year. As I
said, commentators universally have accepted those
measures as important and necessary.
The bill ensures the independence of the
Auditor-General from the executive of the
government of the day. No matter which side of the
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house is in government, it is important that the
Auditor-General will be answerable to the
Parliament, not to the executive government. The
changes are welcomed. I shall not repeat the remarks
that have been canvassed during the debate, but I
can honestly say that the constituents who have
made the effort to sit in my office and speak with me
about the bill have left feeling comfortable about the
changes. I, too, feel comfortable about the changes,
which is why I support the bill.
Hon. T. E. EREN (Doutta Galla) - Unlike
Mr Hall, I do not feel comfortable about the
proposed legislation. The bill is nothing more than
another attempt to silence the voice of anyone with
the courage to criticise the government and point
out its many faults. We have seen it all before. Moira
Rayner, the Equal Opportunity Commissioner, who
dared to criticise the effective leadership of this state,
had to go. The Director of Public Prosecutions,
Bernard Bongiorno, had to go. He not only pointed
out the wrongdoings of the government but, as was
his duty, recommended contempt proceedings
several years ago.
It has reached the point where people who perform
the duties they are hired to perform honestly are not
only dismissed but their positions are made
unworkable. The government is so sensitive to
criticism that if honest, hard-working servants of the
state do the right thing by the community the
government will get rid of them and make it
impossible for those who follow in their positions to
uncover the malpractices the government is trying to
hide from the Victorian people. Sadly the
Auditor-General is the next on the list.
What is the Auditor-General's crime? Why is he
being punished? He has done his job too well.
Ches Baragwanath now has to pay the price for the
sin of doing what the constitution says that the
Auditor-General should do. TItis unjustifiable attack
on democracy is contemptible in its own right.
However, the situation is even worse because the
background of excuses given for introducing the bill
is based on lies.
We have been told the matter was out of the
government's hands, that it had no choice. We have
been told that Victoria has to comply with new
national guidelines on competition policy and that
the heartless measures outlined in the bill are part of
that compliance. Any hollow ring of credibility for
that assertion falls flat on its face when the situation
in the rest of the country is examined. Currently this
type of measure does not exist in any other state,
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and no other state is introducing such measures or
anything remotely close to them.
Premiers of other states have joined the many
community groups and organisations around this
state in their vocal criticism of the proposals. The
Liberal Premiers of South Australia and Western
Australia, Mr Olsen and Mr Court, and the National
Party Premier of Queensland, Mr Borbidge, have
said that under no circumstances will they follow
Victoria's proposals. The bill is too outrageous for
even ultra-conservative Liberal Party and National
Party Premiers from other states to consider.
If the effective destruction of the office of the
Auditor-General were essential to fit into national
guidelines on competition then surely something
similar would be happening on the federal scene.
That is not the case. The federal Liberal government
is making changes to the operation of the
Auditor-General to fit the competition guidelines.
However, the difference is that the federal changes
are fair, reasonable and workable - they do not
punish the Auditor-General for performing his job.
If anything, the direct opposite is the case.

The federal government has legislated to make sure
that the federal Auditor-General is totally
independent and to increase his authority. They are
basically measures to tidy up and offer protection,
not punishment. They are not designed to make the
Auditor-General redundant. They are not perfect,
but on the whole they are fair and workable.
Following some minor suggested improvements the
federal Labor Party will support the federal
proposals. Even the federal Auditor-General is
supporting the general thrust of the changes.
If the Victorian Liberals want to gain any credibility
they should drop the bill immediately, take time to
properly evaluate the situation and eventually
resubmit legislation based on the framework
devised by their federal colleagues. History has
shown that that is unlikely. The government does
not have a track record of listening to or addressing
the genuine concerns of Victorians. It is too
preoccupied with pursuing its own agendas and
looking after its mates.

I hope that some unusual commonsense will prevail,
and that the government will at least listen to the
concerns of its own party members. It should be
recognised that politicians are supposed to represent
the general community as well as their support
bases. Like the Labor Party, the Liberal Party is
made up of members of the community who have
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an interest in making Victoria a better place for us
all. In most cases that is done on a volunteer basis
and reflects those people's commitment to
improving Society.
Although my views about what that better society
should be like might differ from those of coalition
members, I respect and admire the rank and file
members of the Liberal Party for the time they give
up and the efforts they put in to help improve the
state. I was not surprised to hear that rank and file
members of the Liberal Party were so disgusted by
the legislation that they took the unusual and brave
step of condemning it at their state council.
Rank and file Liberal Party members recognise that
the independence and effectiveness of the office of
the Auditor-General is essential for the proper and
democratic running of the state. They share the
opposition's concerns that the legislation is about a
political payback for someone who had the guts to
expose and criticise wrongdoing.
I will read part of the motion that was put to the
Liberal state council so that decent,
community-minded Liberal Party members could
show their parliamentarians that they did not
support the government's moves. The rank and file
of the Liberal Party stressed to their representatives
that:
This state council unambiguously and completely
supports the current role of the Auditor-General a very valid assertion and the whole point of our
argument-
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He [the Auditor-General] is an integral part of the
democratic process.
It is now a matter of history that the motion
attracted overwhelming support at the Liberal's
state council and was passed resoundingly. It now
remains to be seen whether the government will
listen to its own support base. The fact that the bill is
still before us in its original vindictive format
indicates that it will not. The government is still
trying to bring about a situation that will be unique
in this country, and I suspect in the world, of a duly
appointed Auditor-General not being permitted to
audit. If this were not so serious it would be
laughable.

That leads to the question of why the Liberals so
desperately want to persecute the Auditor-General.
That answer is too simple. As I have already said,
the Auditor-General did his job too well for their
liking. He has alerted the Victorian people to the
maladministration of the government. How has he
embarrassed the government? The reasons for the
government's continuing embarrassment are all on
the public record in great detail, so I will simply list
some of the major ones.
Firstly, he exposed the total mess in the ambulance
service - the bungled process with the tendering
and running of the Intergraph system. Secondly,
150 extra gaming tables were granted to Crown
Casino with the government forgoing $175 million
in tax. Thirdly, as if all that were not enough, the
Auditor-General uncovered that the government
was using taxpayers' money to pay for advertising
that should have been paid for by the Liberal Party.
However, it was not just an isolated incident.

and that the changes recommended under the guise and 'guise' was their very accurate description, not
mineof 'guidelines for review of legislative restrictions on
competition' ... are not supported.
The motion continues:
The state Auditor-General has consistently shown
himself to be a friend of the Victorian people. The
Auditor-General has conducted his role in a fearless
and independent manner as Victorians would expect.
Victorians certainly do expect that, and I hope the
government will allow him to continue to do that.
The motion further states:

The Auditor-General examined 17 advertising
campaigns and discovered that more than half of the
advertisements were Liberal Party advertisements.
Such an abuse of power and virtual theft of public
money should not be tolerated, yet for uncovering
those secrets the Liberals were trying to hide from
the Victorian people the Auditor-General is to be
punished. He is also be punished quickly before he
uncovers anything else that discredits the
government - and that is almost certain to happen.
The Auditor-General released a forward program
showing the next lot of areas he planned to
investigate and scrutinise. He had to be stopped
before he uncovered more problems. His forward
program included audits of Onelink, case-mix
funding in public hospitals, intellectual disability
services, compulsory competitive tendering, public
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sector outsourcing, child care and kindergartens,
and higher education amalgamations. That is a huge
workload, but Mr Baragwanath has demonstrated a
capacity for hard work. The possibility of his
discovering what had gone on in these areas
obviously scared the government. Who knows what
he would have uncovered? I say 'Who knows?'
because Victorians will not find out now.
The bill will lead to the ridiculous situation of audits
being tendered out to private companies. A
government tender will be worth big money to a
private company, which will want to keep the job.
After taking note of the government's deplorable
history of executing those who have dared to
criticise it, no private company will want to join the
list of victims. Private companies will therefore
produce audits that are as favourable to the
government as they can be. There will be no
exposures and no critical evaluations.
For all the good private companies will do, the
government might as well write the audits itself. In
some cases private companies will not produce
audits with the same integrity as Mr Baragwanath
because they will be too scared of losing their
contracts, not to mention Liberal Party retribution.
Regardless of which party is in power, Victorian
taxpayers need and deserve a watchdog who will
protect their interests without fear or favour. This
matter is beyond party politics. Thousands of
Victorians have attended public rallies across the
sta te to try to preserve the crucial independence of
the Auditor-General. Thousands more have signed
petitions circulated by concerned groups and
individuals from all walks of life and all political
persuasions.
The former member for Mitcham in another place
even resigned from Parliament in protest at the
legislation. It was too much for his conscience to
bear. In doing so he suggested that the by-election
his resignation would cause should be used as a test
of the public's acceptance of the bill. Not
surprisingly, the government does not have the
courage to allow that. Instead it is rushing the
legislation through before the by-election so that it
will not have to test its policies in the public arena. It
will not make any difference. The public is sick and
tired of the government.
In Tony Robinson the people of Mitcham have an
excellent candidate who will represent their interests
well. They will welcome his openness, his honesty
and his ability. His victory will be a resounding
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defeat of the government's arrogance and deceit. I
look forward to the contribution he will make. His
talents will give the people of Mitcham an effective
voice in Parliament.
The inequalities in the bill have done more than cost
the government a vote in the Assembly. They will
give the people of Mitcham the opportunity to let
the government know they will no longer tolerate its
continuing attacks on democracy. Tony Robinson
will be a thorn in the government's side. It is a pity
he is not here already. If he were he would condemn
the bill, as I do.
Hon. R. A. BEST (North Western) - I will make
a brief contribution to the debate. I do not intend to
cover the ground covered by other speakers. As a
member of the Public Accounts and Estimates
Committee I have had substantial dealings with the
Auditor-General, including a telephone conversation
with him today.
It is important to remember that 12 months ago the
Premier announced the Audit Act would be
reviewed. Between November last year and
April this year, Mr Rodney Maddock undertook the
review in line with the principles laid down in the
national competition policy agreement. That report
was presented earlier in the year. Although I cannot
relate directly the conversations between the
Auditor-General and the committee, it has been well
reported that he substantially disagreed with
findings of the Maddock review.

After taking note of Rodney Maddock's
recommendations and the Auditor-General's
comments, and after reading the second-reading
speech and the contents of the bill, so far as I am
concerned the Auditor-General has won the day. Of
the eight points he expressed concern about, seven
have been addressed. He remains an independent
watchdog over the financial dealings of the state. His
independence will be further enshrined by his being
made an officer of the Parliament, independent of
the Department of Premier and Cabinet.
I have been disappointed by the continued
willingness of members of the opposition to make
claims that are factually inaccurate. They have
misled the community and peddled a line of
misinformation that will severely rebound on them.
The Auditor-General will have sole control over the
appointment of auditors and their payment, and he
will sign off all audits. That is a far cry from the
initial recommendations made by Rodney Maddock.
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Honourable members know that 75 per cent of the
auditor's current workload is tendered to external
auditing firms. To test the other 25 per cent by way
of competition is not unreasonable. Although there
was some initial community concern about the
independence of the Auditor-General's Office, there
is now a wider understanding and a greater
acceptance of the amount of work the
Auditor-General currently tenders out, the services
he currently buys and the potential his office has to
operate efficiently.
The establishment of Audit Victoria gives what is
now the Auditor-General's Office the opportunity to
compete with major firms, and I do not think that is
unhealthy. The whole-of-government approach,
whether at the state or federal level, is based on
competition, and it is important that that
competition is transparent. The bill allows the
Auditor-General to undertake the whole process,
from establishing the terms of reference and
tendering out the audit to signing it off only when
he is happy with the way it has been conducted.
I have great confidence in and totally support the
role of the Auditor-General. Unfortunately, as I have
conveyed to him personally, I believe his reaction to
several aspects of the legislation has been overly
sensitive. It is not where you start, but where you
finish that counts. Our starting point caused a lot of
conjecture in the community, but the legislation
means we have finished by enshrining the
independence of the Auditor-General and
preserving his ability to conduct audits.
I reiterate my support for and appreciation of the
Auditor-General's role as an umpire in the
parliamentary process. He enjoys a good
relationship with the Public Accounts and Estimates
Committee. I have great pleasure in supporting the
bill.
Hon. S. M. NGUYEN (Melbourne West) - Along
with other members of the opposition, I oppose the
Audit (Amendment) Bill. It is a sad day for Victoria
that we are debating the most radical, extreme and
unnecessary piece of legislation in the history of
parliamentary democracy in this state. It will
overturn 148 years of tradition in this Parliament.
The office of Auditor-General has been part of public
administration in Australia since 1828. The
institution of Auditor-General is older than
Australian democracy. If the bill is passed Victoria
will have an Auditor-General who cannot do his job.
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The government prides itself on being an innovator
and a facilitator of change and as being seen to
perform and to be accountable to the Victorian
people. Although we strongly oppose many of the
changes the government has made, members of the
opposition have a responsibility to fulfil and an
obligation to discharge. Quite simply, the legislation
is bad policy. The people of Victoria strongly oppose
the bill because they care about democracy.
The government has a massive majority in both
houses of Parliament. Some government members
swore until they were blue in the face that they
would oppose the changes to the Audit Act, but they
have done a backflip. Despite their better judgment
and despite the fact that they will lose their seats as a
result of voting for the legislation, those members
have blindly followed their leader.
Liberal Party branches around Victoria are opposed
to the measure. We know that the electorate
secretary of the honourable member for Doncaster in
another place is actively seeking signatories for a
motion calling for a special meeting of the Liberal
state council to try to overturn this bad legislation.
The opposition strongly opposes the changes not
because of some personal affection for the current
Auditor-General or for the sake of opposing them
but because they are bad policy and will leave the
door open to corruption. More importantly, the
opposition says the changes have more to do with
nobbling the Auditor-General than improving his
efficiency. The measure has been introduced because
the Auditor-General has been too efficient in
undertaking his duties. He clearly demonstrates yet
again that people cannot criticise the government
and get away with it.
Along with other members of the opposition I will
defend the Auditor-General and fight against the
legislation until the very end. I remind members
opposite that swinging voters will remember what I
say today. They will show their anger and members
opposite will lose their seats. Recently I attended a
public meeting at the Melbourne town hall at which
people indicated their opposition to the measure.
They are the ones who will change the government
because they expect governments to be accountable
to the community.
Since 1828 Australia has had an independent
financial auditor who has reported to Parliament,
not the executive. The concept of an independent
Auditor-General is older than this Parliament. Even
the Maddock review committee conceded in its
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discussion paper of February this year that an
independent Auditor-General is an important
feature of the Westminster system of government.
All Westminster systems of government, including
those in the United Kingdom, Canada, New
Zealand, the states and territories, and the
commonwealth of Australia, have independent and
impartial Auditors-General. There is no denying that
these changes are an assault on the Westminster
system.

been introduced because the Auditor-General dared
to question the government and, in particular, the
Premier. For those reasons the Auditor-General now
joins a long list of publicly appointed officials who
have openly disagreed with the Premier. Because
they have disagreed with him they have found or
will find themselves without jobs. They will either
be hounded from office or will find they can no
longer perform the duties associated with their
positions.

In seeking to discover why the government is
proposing the changes, one need go no further than
the Auditor-General's uncanny ability to identify
waste and mismanagement, which inevitably helps
to ensure that the machinery of government runs
more smoothly. Any independent investigation or
analysis would show that the Auditor-General has
proven his worth. In the five years that the Kennett
government has been in office the Auditor-General
has time and again identified areas of waste and
mismanagement in government administration,
showing where the government has failed and how
it can perform better.

The list of officials includes the former Equal
Opportunity Commissioner, Moira Rayner;
Justices Nicholson and Fogarty; the former Coroner,
Hal Hallenstein; the former Children's Court senior
magistrate, Greg Levine; the former Director of
Public Prosecutions, Bernard Bongiorno; journalists
at the then Australian Broadcasting Commission and
the Age; church leaders; anti-gambling and other
community groups; and, of course, the opposition.

Since 1992 the Auditor-General has criticised the
government's failure to demand up to $174 million
more from Crown Casino for its extra 150 gaming
tables. He has slammed the failed former Minister
for Health over the Intergraph contract, saying the
tender process was corrupt. He has criticised the
government's administration of the Community
Support Fund and reported on its $130 million
expenditure on marketing and promotion. The
Auditor-General found that some funds were used
for totally inappropriate party-political advertiSing.
He also reported that the Leeds Media contract was
awarded after a flawed and inappropriate tender
process. He released a damning report of the
government's administration of the child protection
system.
The government would not allow the
Auditor-General's critical report on the
administration of the Children's Court to be tabled
in Parliament. The Auditor-General also reported on
state education; he was critical of the government's
handling of school amalgamations. He also found
that the government failed to follow its own
guidelines in allocating funds for capital works and
that it had given questionable priority to a number
of projects over more needy proposals.
No honourable member would seriously doubt the
Auditor-General's ability to do his job. The bill has

No government member can deny the fact that the
Premier announced his plans to limit the power of
the Auditor-General the day after the
Auditor-General released his important report into
Intergraph. If ever there was a case for having a
strong, independent Auditor-General, that report
will prove it.
I turn to the privatisation of Audit Victoria. Even in
the coalition party room that aspect of the legislation
was neither raised nor discussed. The government
has argued that such a scheme will be similar to that
which operates in New Zealand. However, Audit
New Zealand is still under the control of the New
Zealand Auditor-General. In fact, when the
Victorian changes were announced, the New
Zealand Auditor-General, John MacDonald, said the
Victorian model would be unacceptable to him. The
Sunday Age of 12 October quotes him as saying:
I would be uncomfortable, indeed I would not accept
such a model being forced on me.

Why would that be the case? All the skills in the
Auditor-General's Office will be lost to Audit
Victoria, which will be sold off; the only buyers will
be from the big six accounting firms.
But even before that happens, nothing in the bill
suggests that a director of one of the big six firms
will be barred from being on the board of Audit
Victoria. The legislation does not address the
prospect of a conflict of interest. There can be no
doubt that the Auditor-General will not have the
ability to properly perform his duties.
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For those reasons, many people have sought to
defend the Auditor-General. The editorial in the
Herald Sun of 25 November 1996 states:
Electors, whatever their political allegiance, should not
tolerate any attempt from the ruling coalition to
censure or subvert the Auditor-General's role.

The editorial in the Sunday Age of 24 November 1996
states:
The faithful watchdog must remain free, unchained
and unmuzzled to do his job. It is the government's
arrogance on this issue that needs restraining.

On 2 December 1996 Frank Costigan, QC, said:
In the circumstances it is clear that the attempt to base
the review on the national competition policy is flawed
beyond correction. It should be abandoned forthwith.

Even the conservative-dominated Australasian
Council of Public Accounts Committees is reported
to have said on 11 February 1996:
The Auditor-General should not be subject to any
direction on how to carry out audits. The
Auditor-General should be free to determine all aspects
of the audit program.

The legislation should be totally and utterly rejected
by all honourable members because it is bad policy.
It has nothing to do with competition and
everything to do with silencing the Auditor-General.
I totally oppose the bill.
Hon. B. N. ATKINSON (Koonung) - I shall not
again cover the ground covered by other honourable
members. I simply make several points about the
proposed legislation. At the outset, I have no
difficulty in supporting the bill because it takes
Victoria forward and, contrary to the points made by
the opposition about the future independence of the
Auditor-General, it simply enhances his
independence. The fact that the Auditor-General will
become an officer of the Parliament will make him in
theory and in practice far more independent than in
the past.
It is interesting to note that the Labor Party took to
the last state election that same policy - to make the
Auditor-General an officer of the Parliament - so
there is a recognition that the pOSition achieves a
level of independence.
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There has been some discussion of the pOSSibility
that if the Auditor-General is an officer of the
Parliament his budget or resources might well be
constrained through that association with the
Parliament rather than being in a minister's
department - in this case, the Department of
Premier and Cabinet. I should have thought that, as
an officer of the Parliament, the budget and
resources available to the Auditor-General to enable
him to carry out his duties and responSibilities
would be transparent under this bill; therefore I
think it is a good thing.
The nub of the argument which has been presented
to the house today and which has been the subject of
much public discussion is the issue of the
contracting out of the Auditor-General's audit work.
Members of this house are aware that some 75 per
cent or more of his work is already contracted out.
That is not disputed by or a matter of concern to
members generally. The concern is that perhaps he
might not have the opporhrnity to conduct audits of
his own volition in certain circumstances where he
deems fit. The fact that he is able to accept or reject
audits and require more work to be done and that he
has the opportunity to sign off on the audits and set
their parameters will preserve his position.
The more important point that occurs to me is that in
many ways there is a greater independence for an
auditor with an executive staff who does not
constantly have to defend the reports and attitudes
expressed by members of his own larger department
in the conduct of audits simply because they are
members of his department. I am talking about the
issue of divided loyalties, where an Auditor-General
is forced to defend reports prepared by his officers
simply because they are his officers rather than
because they are reports of quality that actually get
to the nub of some issues.
The argument has been put to the house a number of
times today that the contracting-out position will
diminish the Auditor-General's ability to provide
audits or to have independence as an
Auditor-General. A strong counter-argument can be
mounted.
I have absolutely no concerns that this bill is born
out of any sense of vindictiveness or from a payback
position. It was suggested a couple of times in the
debate, particularly by Mr Theophanous in his
contribution, that the Auditor-General had
presented some reports that were uncomfortable for
the government and that the government was
therefore looking to nobble him as a payback for
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those reports. The fact is that Auditor-General's
reports will often come in with comments that do
not suggest that everything the government is doing
is rosy. When I say 'government' I am talking not
about political government but administrative
government.
This bill envisages that the Auditor-General is very
much the ally of all members of Parliament on both
sides of the house. There is no doubt that the
Auditor-General and the department he heads - Hon. T. C. Theophanous - Why don't you at
least have the guts to put what you put to us
privately?
Hon. B. N. ATKINSON - I invite
Mr Theophanous to suggest what I said privately
and how it might contradict what I am saying now.
Hon. T. C. Theophanous - You said you have
concerns about the legislation.
Hon. B. N. ATKINSON - I do not like to
suggest you tell untruths, Mr Theophanous, but that
is the most outrageous lie I have ever heard you
deliver. I indicated to you I had some concerns about
another piece of legislation. I have made absolutely
no comment about this bill to you or any other
member of this house, any member of the public, or
anybody.
Hon. T. C. Theophanous - What was the other
piece of legislation?
Hon. B. N. ATKINSON - You try to figure it
out, and get it right. If you are going to suggest
something by way of interjection, get your facts right
and figure it out; it is not for me to help you.
I have no problems with this bill. It certainly is not
born out of vindictiveness or a payback mentality.
As I was saying before Mr Theophanous took his
little meander, the Auditor-General is important to
all members of Parliament on both sides of the
house. It is imperative for us all to know how
government administration functions. It is important
for us all to make sure the sorts of services being
delivered to Victorians are the services they require
and that actually meet their needs, but also that they
are being delivered effectively and efficiently. That is
not simply the province of the opposition. It is
important to all members of Parliament - and all
members of the government have satisfied
themselves of this - that the bill preserves the
opportunity for the Auditor-General to report
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fearlessly on issues that are of concern to him and on
matters of government administration where he
believes there are shortcomings. All government
members recognise 100 per cent that the bill
enshrines that opportunity.
Much of the debate on this bill was ill informed in
that it tackled issues and recommendations that
were raised by a committee. Those
recommendations were never government policy,
and never at any time did the Premier or anybody
else say, 'Yes, we are adopting those
recommendations'. As opposition members who
have been in government well know, areas of policy
and legislation in particular are developed through
an evolutionary process by a range of committees
with input from departments or affected parties,
public consultation and members of Parliament.
The proposed legislation does not reflect the
recommendations of that committee, nor would
government members have expected it to do so. The
bill is certainly supported. As I said, it addresses
many of the issues that people raised in the public
debate over a number of months. Much of the
discussion has been about trying to find ghosts and
boxing with shadows, but the bill provides for the
independence of the Auditor-General.
Hon. T. C. Theophanous interjected.
Hon. B. N. ATKINSON - Mr Theophanous
questions the views of the people of Mitcham. I
suggest that if the people of Mitcham really
understood what was proposed in this bill rather
than being given a jaundiced view by opposition
members and other people they would support the
bill entirely, and in most cases they already do.
Hon. T. C. Theophanous - How would you
know?
Hon. B. N. ATKINSON - I dare say that I am in
my electorate much more often than
Mr Theophanous is in his.
Hon. T. C. Theophanous - I'll bet you're not.
Hon. B. N. ATKINSON - I happen to be there
every day.
Hon. T. C. Theophanous - Yes, doing your
private work.
Hon. B. N. ATKINSON - Every day I am in my
electorate doing my electorate work.
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Mr Theophanous knows it, and he knows he had
absolutely no support for the position he put.
Hon. T. C. Theophanous - Working for inside
retailing.
Hon. B. N. ATKINSON - Actually, somebody
else does inside retailing. The structure of - Hon. T. C. Theophanous - No wonder you
don't support public accountability!
Hon. B. N. ATKINSON - It is important for us
to understand the way the structure of the
departments - Hon. T. C. Theophanous interjected.
Hon. B. N. ATKINSON - Will you stop
rabbiting on, you idiot!
Hon. T. C. Theophanous - You don't like it, do
you? You don't like to be pulled up. You ought to
stop what you're doing and become a full-time
member and support your constituents.
Hon. B. N. ATKINSON - Mr Theophanous,
there is absolutely no complaint from my electorate,
as you would well know, about my performance in
support of my constituents. We have listened to you
speak at great length. One of the things that is often
missing in this place is a focus on legislation and the
issues as against the attacks on individuals you
make in your rabbiting interjections. Let's get on
with the facts.
The legislation establishes a structure that is capable
of delivering the best results for government. There
is no doubt that, given the work it is doing, the
Auditor-General's department faces far more
complex circumstances now than it has in the past.
The range of skills and the resources it needs to do
its work has changed. The legislation reflects that by
providing opportunities to contract out those audits.
Much of the debate about the Auditor-General has
been based on the perceived infallibility of a
particular officer of the Crown. It is just not possible
for a single person to achieve infallibility. In fact, the
New Zealand equivalent of our Auditor-General
was put in gaol for embezzlement.

Interjections from gallery.
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The ACTING PRESIDENT
(Hon. B. W. Bishop) - Order! The gallery will be
cleared if people do not behave.
Person escorted from gallery.
Hon. B. N. ATKINSON - We need a structure
which takes account of the requirement for proper
government administration and which relies on the
competence and honesty of particular individuals,
the accountability mechanisms that are in place and
resources and skills that are available.
Hon. T. C. Theophanous interjected.
Hon. B. N. ATKINSON - I cannot recall
attacking anybody, Mr Theophanous.
Hon. T. C. Theophanous - You just attacked
somebody when you carried on about the New
Zealand Auditor-General.
The ACTING PRESIDENT
(Hon. B. W. Bishop) - Order! Mr Theophanous has
had his opportunity to speak.
Hon. B. N. ATKINSON - The facts stand as
they are. The New Zealand Auditor-General went to
gaol.
Hon. Jean McLean interjected.
Hon. B. N. ATKINSON - I point out that, just as
one would have concerns about the competence and
honesty of Auditors-General in some situations, not
all the Auditor-General's reports have been accurate.
The reports that have been made on the Children's
Court, the Metropolitan Ambulance Service and,
back in the days of previous governments, land
transactions and so forth, which Auditors-General
have signed and which Parliament has accepted and
acted on in developing policy, have been wrong and
have not fully informed either the Parliament or the
people of Victoria. That demonstrates the need for
the Auditor-General not only to be independent but
also to have a ""ride range of skills. I believe the
legislation will guarantee that and so ensure that we
are all better served.
I conclude by quoting Steve Crabb, a former Labor
minister, who I think was one of the more effective
members of the Cain-Kimer governments. He
communicated his views on the Auditor-General by
way of an article in the Herald Sun - Hon. Jean McLean interjected.
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Hon. B. N. ATKINSON - No, it has been faxed.
Steve Crabb said:
It's a major ministerial challenge to get a department to
act in the interests of citizens rather than public
servants, as anyone who has watched an episode of
Yes, Minister knows.
So we thought the auditors would be a great help in
getting on top of our own Sir Humphreys.
No way. The auditors are public servants too, some
hoping to become Sir Humphreys themselves.
And the Auditor-General's department, in my
experience, was more concerned with supervising the
performance of ministers than of the public service.
A minister who bucked the public service was very
likely to be the subject of a performance audit.
They can pick whichever target they like, take as long
as they want, spend as much as they want, because the
target department has to pay for it.
Then the report is presented under parliamentary
privilege, sometimes having been leaked in advance to
cause the maximum discomfort to the victim.
Ministers can't complain. They are accountable to
Parliament and the media on a daily basis. And to the
voters every four years.
But the auditors answer only to their public service
peers. And that influence is made obvious by the
matters they don't investigate rather than the ones they
do.
As long as auditors are accountable only to the public

service, things won't change. The public service car
policy was an example.

He also said:
Every government department should be subject to
stringent scrutiny and audit.
But the Auditor-General's is a department, too. Costing
upwards of $15 million in my day. About the same as
Consumer Affairs.
And, apart from the central commissars of Premier's, I
can't think of one department more in need of a
performance audit than the Auditor-General's.
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In his article Mr Crabb pointed out that the
Auditor-General had not identified significant cases
of other public servants committing fraud or other
crimes against the government and had missed a
number of instances of significant waste and cost to
taxpayers as a result of government inefficiencies.
Mr Crabb said he supported an overview of the
Auditor-General's department. I believe the
legislation would win his support because it tackles
the very issues he raised. I have no problem
supporting the legislation, and I urge the house to
support it.

Hon. D. A. NARDELLA (Melbourne North) The legislation is at the heart of the government's
ongoing process of nobbling the Auditor-General. It
is as clear as that, and all the rhetoric coming from
honourable members on the other side cannot hide
it. From the first day it came to office back in
October 1992 the government has set out to silence
its critics. It has cut funding for advocacy groups,
silencing the voices of ordinary Victorians, and,
much worse, the voices of the disadvantaged in our
society. This legislation is also part of that process.
The government hates the Auditor-General. It hates
independent processes and it hates the
accountability the Auditor-General demands of
ministers and the Premier. The government cannot
handle criticism, and it cannot handle the exposure
of the rorts and corruption in its departments.
Time and again hundreds of millions of dollars have
gone into the pockets of the government's
millionaire mates. Who has exposed them? The
person who, without fear or favour, has exposed the
corruption of the government is the
Auditor-General. That is why he must be silenced!
That is why we have this government and the
limp-wristed, jellybacked backbenchers who are
supporting the bill because, mark my words, this bill
means that the Auditor-General will find it hard to
further expose the innate corruption of the
government. For instance, the Auditor-General
exposed the fact that $174 million was given to the
government's millionaire mates, Uncle Lloyd and
Uncle Ron, at Crown Casino. This backhander was
given, at the expense of the Victorian community, to
those two directors at Crown Casino, and their
shareholdings have gone sky high because the
patronage of the government and the Premier
towards Crown Casino know no bounds.
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What did the Auditor-General find in one of his
reports just before the Maddock inquiry was put in
place? He found that the $174 million that should
have been charged to Crown Casino as licence fees
for the increase in the number of tables from about
150 to 300 was not charged to Crown Casino because
the government had to look after its mates, those
two bastions of Melbourne society, Ron Walker and
Lloyd Williams. Stuff the schools that need
refurbishing; stuff the hospitals; don't worry about
the ambulances that don't come on time; and stuff
the people who have to wait on trolleys in hospitals
because the government has ripped money out of
the hospital and health systems hand over fist.
Despite that it can easily find $174 million for its
millionaire mates.
What happened then? Mr Atkinson would not refer
to this in his address: the government set out to
nobble the Auditor-General through the Maddock
report. After the Auditor-General exposed the fact
that $174 million had been given to the
government's millionaire mates, the government
appointed three people to the Maddock inquiry:
they included Professor Maddock and one other
telling appointment - a person with an absolute
vested interest and conflict of interest, which this
government does not seem to care about. That
person was Mr Ken Spencer, a director of Crown
Casino.
Remember, just weeks prior to that appointment the
Auditor-General had exposed the gift to Crown
Casino. The government then appointed to the
Maddock committee Mr Ken Spencer, who had a
conflict of interest on two points: one, that he was a
director of Crown Casino and had a report tabled
against him in the house with regard to the shonky
dealings by the government; and two, his
partnership in KPMG. That shows that the
government has no probity whatsoever and how
crooked it is. It appoints people who have vested
interests and conflicts of interest to boards of inquiry
that nobble the Auditor-General. The government
went blatantly down that path with no concern for
the independence of the Auditor-General - the bill
demonstrates that - but with an absolute concern to
institute a process that would get rid of the
Auditor-General and his independence.
When the committee brought down its findings,
what did Mr Forwood do? Initially he supported the
Auditor-General, and the opposition saw that as a
positive and responsible move from the chair of the
Public Accounts and Estimates Committee. It is the
position of support that people on our side of the
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house, if we were in government, would expect our
chair to take. But what happened? Backflip Bill went
jellyback because the Premier told him that he
should not say anything and that he should back the
Premier because if he wanted a career in Parliament
and in the Liberal Party that was the only way to go
forward - forward for Forwood - and that is
exactly what he did. He kept his mouth shut and
acquiesced to what the Premier said because it is the
only way any government backbencher will get
ahead. It is the only way the Premier knows how to
operate. That is why Mr Forwood backflipped. For
an extra 59000 a year he is doing a disservice to this
Parliament, and it is an absolute disgrace.
Other aspects of the bill that are of great concern to
the opposition include the fact that the Maddock
inquiry was based on the theory of economic
rationalism. It provided no evidence of the financial
viability and benefits of contracting out auditing
services, yet the government went dovvn that path.
Government members asked, 'If you are going to
contract out 75 per cent, what is the problem with
contracting out 100 per cent?'. I will tell them what
the problem is: the Auditor-General loses control of
the process. That is the fundamental problem that no
member on the other side of the house dealt with in
his or her contribution. Sure, Mr Forwood talked
about new section 24 inserted by clause 22, which
provides that the Auditor-General will talk to the
Public Service Commissioner about his staffing, but
what staffing? He gets a receptionist and a
telephonist; he might get a stenographer but he does
not get the resources and the staffing that he
requires. He does not get the staff to enable him to
supervise the contractors he employs from KPMG
and the other Victorian accountancy firms that
consistently donate heaps of money to the Liberal
Party. He will not be able to ensure that there is a
proper process through this legislation because he
",,'ill not have the resources to do so.
Mr Forwood can talk about new section 24 until he
goes blue in the face, but if the Auditor-General is
not given the resources he cannot perform his duty
according to the bill. The bill might sound terrific; it
might read that the Auditor-General will be an
officer of this Parliament; but if he has no resources
and no ability to make sure the contractors are doing
their jobs; if he has no ability to have his own people
on the ground in the departments making sure the
government is kept honest and accountable, he is not
performing his job in the way required by Victorians
and by Parliament.
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That is the issue Mr Forwood did not cover in his
address. It is a fundamental point he and other
members of the government cannot answer and
cannot deal with. What the government is
attempting to do through the passage of the bill will
have a marked effect on the government for the rest
of this parliamentary term.
What is the background of the people in the
government? Do they believe in an independent
office? Do they believe there should be propriety
within the government? Have they learnt from
history? I say no. One need only look at the previous
Liberal government that went through processes
that resulted in corruption inquiries - the Gowans
inquiry and others. The Premier of the time,
Mr Hamer, instituted those inquiries because he was
a person of principle, a person who wanted to
maintain propriety in government.
Did the Liberals learn anything from that? They did
not, because the current government had a Minister
for Finance who, before he fell on his sword, said
there was nothing wrong with the land deals and
everything was hunky-dory, even though three
ministers resigned and two people went to gaol.
That is the attitude of honourable members on the
other side of the house with regard to accountability
and maintaining high standards. When a senior
minister of the Crown under the previous Hamer
Liberal government is prepared to take that attitude
following criminal proceedings one can understand
what the bill is about.
Honourable members on this side of the house have
no doubt about where the legislation is leading
Victoria. It means the government will be able to do
whatever it wishes. It means that the accountability
and probity put in place by the Cain government in
1983 will be swept away because this government is
not about accountability. lhis government is not
about ensuring that the absolute disaster that
occurred with Intergraph will not occur again. In the
Intergraph disaster people such as Grant Griffiths
and his mates stole $30 million from the community.
They stole from my constituents who require
schools, hospitals and ambulances, yet they got off
scot free. The Auditor-General- nobody elseexposed them to Parliament and the Victorian
community because he had the power and the
ability to investigate those dirty dealings, which
ordinary citizens are not able to investigate because
they do not have the power.
The Auditor-General has staff upon whom he can
rely, unlike Mr Atkinson, who talked about how the
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Auditor-General is dividing loyalties. He said the
Auditor-General has to report on reports by his
officers. What a load of absolute rubbish. Those
officers understand the departments they audit.
They ferret out the information and ensure that
departments are accountable. His officers ensure
that the 75 per cent of audits undertaken by contract
auditors are supervised. It is imperative that the
Auditor-General has the ability to investigate the
crooked dealings of the government on behalf of the
community.
More information will come out. The
Auditor-General's forward plan has the government
scared. It is concerned about what the
Auditor-General will expose. In 1996-97 the planned
program related to the management of the gaming
industry, Schools of the Future, the public transport
refonn program - what a disaster and waste of
precious resources transport reform has been municipalities, child care and kindergartens,
case-mix funding in public schools, the police
customer service strategy, outsourcing across the
public sector and a privatisation project to be
determined.
The Auditor-General has a forward plan for 1997-98
that will include the investigation of municipalities
across the board and will cover any of the follOwing:
waste management strategies, domiciliary services,
management of planning services and management
of compulsory competitive tendering. That causes a
shiver to run down the spines of all the jellybacks on
the other side of the house because if compulsory
competitive tendering were independently
investigated it would demonstrate to the community
how rotten the government has been.
The Auditor-General will investigate higher
education amalgamations, intellectual disability
services and the provision of school buses for
students with special learning needs as well as
conduct a follow-up of the audit on the quality of
drinking water. The government is concerned about
what the Auditor-General will expose next. The
opposition and the community await those reports.
Unless the Auditor-General is able to report without
fear or favour, without being in a position where his
resources are being taken away from him, the
community will be worse off.
Our society and government are based on having a
process that is accountable to Parliament. The people
who are concerned about what the legislation will
do are respected people of high calibre. They range
from Liberty Victoria - -
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Hon. W. A. N. Hartigan - The Archbishop of
Canterbury.
Hon. D. A. NARDELLA - Mr Hartigan might
think it is fwmy, but it is an extremely important
matter. His contribution was one of the most woeful
I have heard in an extremely long time. Not only is
Liberty Victoria concerned but the rest of the
Victorian community is concerned about the
proposed legislation. Various groups have organised
public meetings throughout the suburbs of
Melbourne and in rural and provincial areas. At
every one of those meetings people have expressed
concern about what is happening to the
Auditor-General.
The Australian Society of Certified Practising
Accountants came out against the changes, as did
the Age newspaper. A former Kennett adviser and
economist, Mr Saul Eslake, has said:
It ought in my view be beyond argument that the final
decision as to who conducts an audit must be taken by
the Auditor-General.

The list is too long to go through. Of 51 submissions
to the Maddock inquiry, only one was against the
Auditor-General and the powers he has regarding
maintaining accountability to this Parliament. The
only other person who had any spine or principles
and who was in a position to expose the government
to the Victorian public is the former member for
Mitcham in another place, Mr Roger Pescott. He was
a man who got out on principle because he knew he
could not find it within his party. He knew the
obstacle of the Premier was insurmountable. He
knew he would be nobbled throughout the process
so he took the only principled step that he could take
as a Liberal and resigned. He shines as a beacon
against all the other spineless backbenchers on the
issues of the Auditor-General and Workcover.
Roger Pescott was the only Liberal \\-ith principle!
He was the only person in the Liberal and National
parties who stood up to Jeff Kennett. He was the
only one who was concerned enough to raise this
issue in a serious way, but like all the other critics of
the government he was put under the hammer. He
was attacked by the Treasurer, Mr Stockdale, and he
has gone through a bloodbath in his party. It is
interesting to read his letter of reSignation to
Mr Speaker, which states:
Principal among my reasons is the government's
intention to alter the role and function of the
Auditor-General. Having watched the government's
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poSition unfold, I have been uncomfortable from the
beginning. I expected cornmonsense to prevail. It has
not. In my considered view, the government's
proposals compromise the system of checks and
balances which are at the core of our system of
government. To me, they run fundamentally counter to
the public interest.

The Auditor-General is there for the public interest.
Roger Pescott was the only man from the National
or Liberal parties in government who took a
principled position on the Auditor-General
continuing to be able to report on matters of public
interest. Mr Pescott's letter continues:
While I regret the cost and inconvenience caused by a
by-election, I see it as a further part of my protest in
that it will be a plebiscite on the Auditor-General
legislation.

It will be that because on Saturdav we and the
people of Mitcham will ensure th~t they send a
message to the Kennett government that the changes
to the legislation and to the workers compensation
legislation are not acceptable to those constituents.
They will not be acceptable to the people of
Mitcham, and they will send that message loud and
clear to the government, regardless of the
$250 million spent on the freeway, the advertising by
the Victorian Workcover Authority, the
misinformation the Liberal Party has put out to the
good constituents of Mitcham or the amount it has
spent on the by-election.
One of the other things the government did not
appreciate the Auditor-General exposing is the
number of people involved in government
advertising. Some 250 people were on the public
payroll to ensure that the government was put in a
good light. It is an absolute disgrace!
The government is placing its own welfare before
the welfare of ordinary people. The Auditor-General
also exposed the sell-off of HRL Ltd to one of the
government's mates - it was given away for a song.
Page 6 of the October 1997 report of the
Auditor-General on the government's annual
financial statement for 1996-97 states:
A competitive process was not established for the
disposal of the state's remaining interest in HRL Ltd as,
according to SECV management, the disposal was
complicated by the pre-emptive rights to the shares of
the other shareholders, which made it difficult to sell
the shares to parties other than the company or a buyer
approved by other shareholders.
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An analysis of the sale of the state's remaining interest
in HRL Ltd indicated that, while the sale proceeds were
higher than its estimated share of the book value of the
company's net assets, there was substantial uncertainty
concerning the recovery of $8.5 million of interest-free
loans provided by the SECV to the company, which are
due for repayment in the years 2002 and 2003.
The government flogged off HRL, and the
Auditor-General exposed the fact that the SECV will
not be able to recover $8.5 million in interest-free
loans. It was a dirty deal, and honourable members
know who was involved in it. It was struck before
the end of the financial year to give a tax break to the
person involved. That demonstrates the importance
of the Auditor-General being able to report without
fear or favour. The opposition believes that will not
continue.
Other findings were made by the Auditor-General in
special report no. 50 for November 1997, which
exposed the problems with Intergraph. Page 11 of
the report states:
For several months during 1997, lntergraph was in
major default under its contract with the Metropolitan
Ambulance Service for failing to answer at least 70 per
cent of calls within 5 seconds.
Pages 11 and 12 highlight a number of other
disparities in the system. Honourable members can
read them for themselves. Special report no. 49 is
more damning. It exposed some of the hideously
corrupt practices the government and its agents
have been involved in over a long period. I refer
obviously to Intergraph and its contract with the
government. On page 3 of the report the
Auditor-General states:
I have decided to present this report to the Parliament
in advance of the more detailed report at the conclusion
of the audit. This decision has been taken to inform the
Parliament as early as possible of what I consider to be
extremely serious matters identified during the course
of the perfonnance audit. These matters concern
consultancy and outsourcing contracts entered into by
the service between April 1993 and May 1995. During
this period Mr J. Finnan occupied the position of chief
executive officer of the service and Mr J. Perrins was
the government's appointed administrator.
What did the Auditor-General expose in the report?
He exposed a number of serious deficiencies that do
not concern Mr Hartigan - who is not in the
chamber - because they occurred in the past.
Mr Hartigan does not want an investigation of what
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occurred in the past; he made that clear by his
contribution tonight. Investigations inform the
Parliament of dealings that occurred and of how our
money has been mismanaged in and by the
government.
Page 4 of the report details the serious deficiencies in
contract management. This free enterprise, economic
rationalist government talks about contracting out
and privatising everything that moves. It talks about
the purchaser-provider split, about how efficient it
is and how its economic management is so terrific,
yet it has mismanaged a very important serviceone that means life or death for many people in the
community - just as it has mismanaged the state,
its funds and taxpayers' money. The report states:
Serious deficiencies in contract management between
April 1993 and March 1995 were identified by audit in
relation to the following major consultancy and
outsourcing arrangements entered into by the service:
engagement of Griffiths Consulting Pty Ltd to provide
numerous consultancies encompassing the total
management of several tender arrangements and of
contracts subsequently entered into with appointed
tenderers (actual cost: $1.5 million);
management of tendering processes by Henderson
Consultants for a new computerised ambulance
dispatch system and for the subcontracting by the
service of certain non-emergency services (actual cost:
$216 DOO);

the awarding of the contract relating to the outsourcing
of a new computerised communications system in
March 1994 to lntergraph Corporation Pty Ltd (initial
cost: $7.5 million over four years);
the outsourcing of the operation of new financial and
management information systems and the service's
subscription system under which a contract was
ultimately awarded to Emergency Services Pty Ltd, a
company established by the chartered accountant firm
Arthur Andersen (current cost estimate of
approximately $15 million over four years);
the outsourcing of the management and maintenance
of the service's ambulances and other vehicles leading
to a contract let to JMJ Fleet Management Pty Ltd
(estimated cost of approximately $2 million a year); and
the subcontracting of particular non-emergency
ambulance services to four separate companies
(estimated cost of apprOximately $6 million a year).
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The points I have highlighted are disgraceful
examples of mismanagement by a government that
prides itself on management. The report further
states:
Estimated savings of $20 million envisaged by the
service to be achieved over a four-year period from the
outsourcing arrangements have not eventuated and are
unlikely to ever be achieved.

The most damning part of the report is on page 5,
which shows where the government has gone down
the path of corruption:
While recognising the actions initiated by the minister,
the absence of key documentation encountered during
the audit is likely to be a Significant impediment in the
proposed police investigation. If at the conclusion of
the police investigation such proves to be the case, I
consider the matters raised in this report should be
investigated in a forum where witnesses are required to
give evidence under oath. Such a course of action could
detennine whether the various contractual
arrangements at the service were carried out in a
manner which, at best, involved serious
mismanagement or, at worst, constituted corrupt
activity.

That is what the Auditor-General is there for: to
make sure people and departments are accountable
to the Parliament. Here he exposes, at worst, corrupt
activity:

BILL
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on marketing and promotion and the fact that the
Leeds Media contract was awarded after a flawed
and inappropriate tender process. I remind
honourable members that Leeds Media is a mate of
the government; it is part of a system whereby the
govemment looks after its mates. This is not an open
and fair process; it is tainted. The Auditor-General's
Office reported on the govemment's administration
of the child protection system and its $18 million
subsidy to the Australian Grand Prix Corporation.
At the time the government had taken away the
right of people at Albert Park to sue the govemrnent
or the grand prix authority for damage to their
properties.
I "Will respond to some of the other issues raised by
government members. There was support for the
private auditors. Let me place on the record the
situation relating to private auditors within Victoria
and Australia. KPMG, where Mr Ken Spencer is a
partner, were the auditors for Tricontinental and
guess what other company? Pyramid! The
govemment actually took KPMG to court for
dereliction of duty. Finally, the govemment
understood KPMG had done the wrong thing and
the case was settled out of court. So much for the
private auditors; so much for KPMG, which donates
money to the Liberal Party. Over the past four years
the govemment has paid KPMG more than
524 million for consultancies on its privatisation
process.
Hon. K. M. Smith - By the Auditor-General.

An inquiry of this nature may be necessary to identify

and investigate all interrelationships between the
various parties referred to in this report as well as to
detennine if any inappropriate financial benefits or
other benefits in kind accrued to any party from such
interrelationships.

That is one of the most damning reports handed
down by the Auditor-General. Why wouldn't the
govemment want to nobble the Auditor-General
when he reports such matters to Parliament and to
the Victorian community? That position is of major
concem to the opposition.
Other Auditor-General's reports criticise the
govemment's administration and use of the
Community Support Fund. At one stage the fund
was used to the tune of $1.5 million to support a
boat that sank to the bottom of the harbour off the
coast of America. What a disgraceful episode; what a
shameful position. The person who exposed that
maladrninistration was the Auditor-General. He
reported the govemment's $30 million expenditure

Hon. D. A. NARDELLA - No, that is not correct.
The Auditor-General has no pecuniary interest in
what happens to his office. His only concern is to
ensure that people like yourself, Mr Smith, other
honourable members and the govemment are kept
honest.
That is the important difference between the
Auditor-General and KPMG, who were found out
by their actions in auditing Tricontinental and
Pyramid. As private auditors they failed the
investors in Pyramid, the Victorian community and
the government of the day by not exposing the
outrageous and corrupt situation.
Following the transfer of 153 people who currently
work for the Auditor-General to Audit Victoria, in
the main, and out of his control a serious situation
will arise - he will not be able to do his work.
Govemment members do not want to discuss or
debate a situation in which Audit Victoria will be
sold off two years from now.
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There are other issues concerning how the bill will
further affect the good people of Victoria. For
example, the points made by Mr Hartigan about the
market system show that firms that criticise the
government will not get further contracts.
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Committed.
Sitting suspended 12.01 a.m. (Wednesday) until
12.22 a.m.
Committee

The bill is pernicious. It is being put in place to
nobble the Auditor-General, who has not been
consulted because the Premier will not talk to him
about the changes. The opposition and the wider
community are concerned that the changes will
mean that corruption will flourish in this state. We
will end up with a situation similar to that which
existed in Queensland, where corruption in the
government was endemic for generations.
I promise that when Labor returns to power it will
make the Auditor-General's position absolutely
independent. The holder of the office will be given
the appropriate resources and staffing to carry out
the job without fear or favour and without reference
to the millionaire mates of the current
government - and Parliament will be informed at
every opportunity.
House divided on motion:
Ayes, 32
Asher,Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr
Best, Mr
Birrell, Mr
Bishop, Mr (Teller)
Boardman, !vIr
Bowden,Mr
Brideson, Mr
Cover, Mr
Craige, Mr
Davis, Mr D. McL.
Davis, Mr P. R. (Teller)
de Fegely, Mr
Forwood,Mr

Furletti, Mr
Hall, Mr
Hallam, Mr
Hartigan, Mr
Katsambanis, Mr
Knowles, Mr
Lucas,Mr
Luckins, Mrs
Powell, Mrs
Ross, Or
Smith, Mr
Smith,Ms
Strong, Mr
Varty, Mrs
Wells, Or
Wilding, Mrs

Noes, 10
Eren, Mr (Teller)

Nguyen,Mr

Could, Miss

Power, Mr

Hogg,Mrs

Pullen, Mr

McLean, Mrs

Theophanous, Mr
Walpole, Mr (Teller)

Nardella,Mr

Motion agreed to.
Read second time.

Clause 1 agreed to.
Clause 2
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
1.

Clause 2, page 2, line 2, omit "1998" and insert "2000".

I reiterate what I said during the second-reading
debate, which is that the opposition intends to
debate the amendments constructively. The extent to
which we decide to divide on particular
amendments or groups of amendments will depend
in part on the government's response to the concerns
we raise.
Amendment 1 would change the time at which a
major part of the legislation comes into operation. It
is to some extent linked to amendments 64 to 67, but
there is a difference, so we will deal with them
separately. Amendments 64 to 67 deal with a specific
part of the bill, whereas amendment 1 deals with all
clauses other than those referred to in clause 2(1). It
states that clauses 9, 17,21,22,24 and 26(2) will
come into effect when the legislation receives royal
assent, whereas the remainder will not come into
effect until 1 July 1998.
The amendment would allow the creation of Audit
Victoria on the day on which the bill receives royal
assent, but the remaining parts of the bill which refer
to authorised persons and put constraints on the
capacity of the Auditor-General to report to
Parliament would not come into effect in July 1998.
As I said, the provisions that would come into effect
are those referred to in clause 2(1). They include
clause 9, which inserts part 2A in the principal act
and which establishes Audit Victoria; clause 17,
which amends section 16; clause 21, which deals
with freedom of information exemptions; and the
other clauses, which deal with establishing Audit
Victoria.
The remaining provisions would not come into
operation until 1 July 2000. There are a number of
reasons for that. One is that we believe it is not
appropriate for the government to put in place those
parts of the bill that diminish the power of the
Auditor-General without going to the people.
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Hon. R. M. Hallam - What did you say?
Hon. T. C. THEOPHANOUS - I said it is not
appropriate without going to an election. The
changes to the Auditor-General's Office were not
part of the government's election platform. A
commencement date of 1 July 2000 would meet the
requirements of the National Competition Council.
There is no great urgency about proclaiming the
remaining prOvisions. The government itself has
said it does not need to put the provisions into place
until July 1998.
Pushing the date out by two years would enable us
to see how Audit Victoria was functioning as a
separate organisation, including whether it was
achieving its objectives and how it was relating to
the Auditor-General. It would allow for a significant
transitional period. It would also enable the
Auditor-General to complete any audits he may
have already commenced. We know there are some
that cannot be completed by 1 July 1998, and I am
not sure what will happen to those. However, I will
not labour the point because it will come up when I
move amendments 64 to 67.
The opposition has moved the amendment
principally because it thinks the remaining parts of
the legislation ought to come into operation at a later
date. It would not significantly affect the operational
aspects of the legislation, because Audit Victoria
would still be established. If the government agreed
to accept the amendment, the opposition would
probably be prepared to accept the legislation.
Hon. D. A. Nardella - That is an offer too good
to refuse, Theo.
Hon. T. C. THEOPHANOUS - I am not sure it
will be taken up, Mr Nardella. The effect will be that
the remaining parts of the legislation the opposition
is seeking to amend will not come into force until
after 2000.
Hon. D. A. Nardella - I will urge the
government to seriously consider the amendment.
Hon. T. C. THEOPHANOUS - I am sure you
will, Mr Nardella, because if the government were to
accept the amendment it would allow honourable
members to go home early. It would create a
cooling-off period and allow the government, in the
lead-up to July 2000, to make the final decision.
Hon. R. M. HALLAM (Minister for Finance) - I
am sure Mr Theophanous will not be swprised to
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hear me say that the government is not persuaded of
the merit of deferring the practical effects of the
legislation. I raise two issues by way of clarification.
Firstly, in respect of audits in process and the
argument that 1 July 1998 will be an impractical date
for the operation of the remaining provision, I refer
Mr Theophanous to proposed section 26, which
states:
This act, as in force immediately before the
commencement of section 10 of the Audit
(Amendment) Act 1997, continues to apply to and in
respect of an audit of the financial statements of an
authority that is commenced before 1 July 1998.

The prOvision specifically accommodates that
concern. The date 1 July 1998 was chosen
deliberately as being the date upon which the most
practical transmission can take place. And secondly,
Mr Chairman, this is not a new position. It has been
canvassed substantially in the commwtity for more
than 12 months. The government has made its
intentions in terms of timing abundantly clear. The
amendment would frustrate the implementation of
this measure, and on that basis is not acceptable.
Committee divided on omission (members in
favour vote no):

Ayes, 31
Asher, Ms
Ashman, ~1r
Atkinson, Mr
Baxter, Mr
Best,Mr

FurJetti,Mr
Hallam,Mr

Birrell, Mr

Lueas, Mr
Powell,Mrs

Hartigan, Mr (Teller)
Katsambanis, Mr (Teller)
Knowies, Mr

Bishop, Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr

Ross, Or
Smith, Mr
Smith, Ms

Cover, Mr

Stoney,Mr

Craige, Mr
Oavis, Mr O. MeL.
Oavis, Mr P. R.

Strong, Mr
Varty,Mrs
Wells, Or
Wilding, Mrs

de Fegely, Mr
Forwood, Mr

Noes, 10
Eren, Mr (Teller)

Nguyen,Mr

Gould, Miss (Telier)

Power, Mr

Hogg, Mrs

Pullen, Mr

Mei..ean,Mrs

Theophanous, Mr

Nardella, Mr

Waipoie,Mr

Amendment negatived.
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the big six companies chosen for a particular audit
has no conflict of interest - that is, no government
consultancy was in a position of conflict of interest
and, therefore, an audit could be performed.

Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
2.

Clause 4, line 9, after "Victoria" insert "as a body
directly responsible to the Auditor-General".

The opposition is not opposed to the establishment
of Audit Victoria as a body corporate or its
incorporation. The opposition accepts that the
purpose of the clause is to provide for the audit of
public accounts and to establish Audit Victoria, but
it wants to insert the words 'as a body directly
responsible to the Auditor-General' to give the
government the best of both worlds. The provision
will establish the Auditor-General as a separate
entity and allow Audit Victoria to have control and
to report to the Auditor-General as opposed to
reporting to the government.
This is an important principle because an obvious
conflict of interest exists if Audit Victoria is
reporting to the government while it is also auditing
government departments. However, a conflict of
interest would not exist if Audit Victoria reported to
the Auditor-General.
The amendment is important not only from the
point of view of the Auditor-General having
operational control or being able to direct Audit
Victoria to carry out particular audits but also, for
example, being able to carry out risk assessments. I
know from his appearances before the Public
Accounts and Estimates Committee that the Minister
for Finance is concerned about risk assessments; he
believes the amount of risk should be minimised.
The Auditor-General should be in the pOSition to do
that. He can achieve it through Audit Victoria if
Audit Victoria is directly responsible to him.
The further important point government members
have raised is to whom Audit Victoria is responsible.
They have said the Auditor-General has raised the
question with them. All honourable members will
appreciate that this question goes to the
Auditor-General's main problem. Honourable
members on both sides of the chamber say they were
surprised when the Auditor-General said he did not
have a problem with the big six conducting audits as
much as he does with Audit Victoria conducting
audits.
There are Significant problems in giving work to
Audit Victoria because at the end of the day the
Auditor-General's task is to ensure that anyone of

Audit Victoria will always be in a position of conflict
of interest because it is proposed that it be directly
responsible to the government. The board is
appointed by the government and the government
owns Audit Victoria for at least the next two years,
according to the government.
Audit Victoria is in a position where the
Auditor-General will find it difficult; and I am sure
government members will say the Auditor-General
has raised this problem with them. For example, if
the Department of Premier and Cabinet appointed
the board of Audit Victoria, how could Audit
Victoria be appointed as the auditor of that
department? It would be nonsense. It could not be
done, as the Auditor-General has said.

If Audit Victoria were directly responsible to the
Auditor-General, as my amendment proposes, such
a problem would not arise. Not only would the
problem of allowing the Auditor-General some
control over the operations of Audit Victoria be
solved the problem of a conflict of interest which the
Auditor-General has identified in his appointing
Audit Victoria for audits would also be solved.
The opposition strongly believes the amendment
makes sense on both counts: it would go a long way
towards satisfying the concerns of the opposition
and it would allow the opposition, as was its case
with the first amendment, to walk away and say,
'We have achieved something together tonight. We
can at least recognise there is a relationship of
responsibility between the Auditor-General and
Audit Victoria, and the problem of conflict of
interest has been removed'. Whatever else may be
contained in the legislation, the amendment
provides an operational capacity to restore the
Auditor-General's responsibilities.
Hon. R. M. HALLAM (Minister for Finance) - I
acknowledge that this amendment centres upon the
principles involved in the structure of Audit
Victoria, but I do not accept the basis upon which
Mr Theophanous brings it to the committee. He is
implying that the only way we could overcome an
inherent conflict of interest within Audit Victoria is
for it to report directly to the Auditor-General. He is
advocating we adopt the New Zealand model.
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Hon. T. C. Tbeophanous - Which the Premier
defended.
Hon. R. M. HALLAM - Okay. That is the basis
on which the New Zealand model is constructed. I
do not argue with the effect he spells out in his
amendment, because that is exactly what it would
do, but for almost precisely the same reasons that is
why the amendment is not acceptable to the
government.
The government takes the fundamental position that
it is inappropriate to have the purchaser-provider

blurred in the way Mr Theophanous is advocating.
How can we possibly say that Audit Victoria is truly
commercial if it is reporting to the Auditor-General
and, therefore, in so far as it is competing with other
players in the market, it is seen to have at least
implicitly some sort of advantage in that context?
The government takes a very clear view that it is not
in the best interests of public sector auditing for that
inherent conflict to appear. Mr Theophanous is
suggesting that a conflict of interest exists in one
context, but his remedy would apply a conflict in
another context. If honourable members are to get
the best out of the audit process and harness it truly,
which is what they are trying to achieve, the
suggested compromise actually creates what could
be regarded as an even greater problem.
I earnestly tell Mr Theophanous that we looked
carefully at the New Zealand model; it was
considered at great length during the course of the
review, but on a matter of fundamental principle it
was put to one side because we saw that model as
not solving any problem but constituting a further
one. Perhaps the opposition is seeing this in a
restricted context, which it should not be. We do not
want Audit Victoria restricted to work within the
public sector. The expertise and experience in Audit
Victoria, which was acknowledged by every
member of the review committee, should be
available to be used in a much broader context. On
that basis, the opposition's compromise is
inappropriate.
The government wants Audit Victoria to be truly
commercial. That is what it has set out to achieve,
and that would not be achieved if Audit Victoria
were directly responsible to the Auditor-General.
Mr Theophanous should note that if Audit Victoria
is undertaking an audit it still reports directly to the
Auditor-General, who brings the report to
Parliament. So at least in that context it is
responsible to the Auditor-General in a practical
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sense. It is against that background that the
government is not persuaded to accept the
amendment.
Hon. T. C. THEOPHANOUS Qika Jika) - I
thank the minister for that explanation. I understand
the point he is making about establishing what he
sees as a new conflict of interest, but he has not
answered the central point I raised. Perhaps
Mr Forwood might like to make a contribution if he
thinks it can be answered. The minister has not
answered the central question of how the problem of
a conflict of interest can be overcome where the
owner of a particular auditing firm is also the person
being audited. For example, would anybody suggest
that the parent company of Arthur Andersen, if such
a parent company exists - I am not sure about its
structure, but I am talking about the principlecould be independently audited by Arthur
Andersen? It would be fairly difficult to persuade
anybody to agree to that. The minister has not
addressed that point. I do not know whether
mechanisms will be put in place that will prevent
that. Mr Forwood may have a better knowledge of
that and may be able to give the committee a
response.
I come to my second point regarding the creation of
a new conflict of interest. The minister put in place a
massive system of compulsory competitive
tendering in local government, and in doing so he
allowed competitive tendering with in-house bids
and external bids. In that circumstance the
government was able to put in place, to its
satisfaction, a mechanism that would guarantee that
the process of competition between the in-house bid
and the external bid was not contaminated and that
there was no conflict of interest. I should have
thought it would not be beyond the government's
capacity, having done that in local government, to be
able to put in place a similar structure under this
bill- although I do not think it is quite the same
because Audit Victoria is at a significant arm's
length from the Auditor-General anyway - to
enable the Auditor-General to be a kind of in-house
bidder, with appropriate mechanisms. It is not as
though this sort of thing has not been done. I ask the
minister to explain what the difference is.
Hon. BILL FORWOOD (Templestowe) - I shall
deal with the first issue Mr Theophanous raised and
the minister will deal with the second. In preparing
the bill the government was conscious of the
argument that it could not be seen to be auditing
itself. It went to some lengths to think about a
method to make sure this could not happen. The
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method decided on is proposed section 7E inserted
by clause 9, which states that the government - in
effect, the minister - cannot give directions on any
audit matter at all. Therefore, we strongly believe we
have isolated any opportunity for any accusation to
be made that parts of government are auditing
themselves. We believe the wording of that
provision is particularly clear:
(1)

The minister must not give directions to the board
relating to the carrying out by Audit Victoria ...

We believe 'must not give' is very strong wording
and makes it absolutely clear that there is no
circumstance under which the sort of conflict
Mr Theophanous raises can occur.
Hon. R. M. HALLAM (Minister for Finance) Mr Theophanous likened what we are doing here to
the process of compulsory competitive tendering in
local government and referred to the claim the
government has made that it has found a
mechanism by which competition between in-house
tenderers and those from outside is seen to be fair. I
accept the thrust of what Mr Theophanous says and
I believe we have established a mechanism by which
we can be protected in that context, but it did not
come easily. As Mr Theophanous would know, it is
very complex.
If I had had the opporhmity I would have preferred
to have a clinical division between the two sections. I
would prefer not to have the market complicated by
in-house bids, if that were possible, because
irrespective of how good the system is and how
robust the audit process, in most cases when a
tender is let unsuccessful tenderers are a bit inclined
to look for an explanation for their lack of success. It
is a very tough test to be able to persuade outside
tenderers that the process has been fair when the
successful tenderer is an in-house consortium, and
all sorts of challenges come to the surface in respect
of advantages and inside knowledge, inside running
and those sorts of things. Even where the playing
field is level, there is still at least the implication or
inference of advantage. If I were king for a day and I
had the chance, I would have a perfect-world
circumstance where there was no complication of
that kind. But that was not the case we had in local
government. We had an executive service delivery
profile from within councils, and that was not to be
ignored. In many cases that had been developed at
the expense of external contractors, so we knew
there would have to be a transition over many
years - and it would be foolhardy to pretend
otherwise. It was that basis, rather than anything
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else, that determined the policy that we should
provide for in-house bids.
I have said many times, and I am happy to repeat it
here, that in that context I saw the best compromise
of all as being the management buyout, which was
likely to follow a successful in-house bid, because
that removed any implication of an advantage in the
marketplace. We were driven by the real world.
This case is quite different because we are starting
out from a different circumstance and an audit
process where the Auditor-General himself, even in
the previous experience, was using private
contractors extensively. For instance, in the same
context that Mr Theophanous uses it, it is a matter of
record that the Auditor-General became responsible
for the audit of local government and used private
contractors exclusively for that responsibility. In fact,
that responsibility was given to him under my
tenure as the local government minister, and quite
deliberately so.
Hon. T. C. Theophanous - Which we supported.
Hon. R. M. HALLAM - Of course, and it was
supported by all members of this place. But the
point is that in that circumstance the
Auditor-General uses private contractors
exclusively, so we do not have that inherent
complication to start with. We may have been able
to find a mechanism that guaranteed everybody that
there was equity in the tender process and, as
Mr Forwood has outlined, we tried to achieve that at
least in part by resolving that the government would
be unable to give directions to Audit Victoria in
respect of any audit.
That does not change the fact that if we had different
circumstances we would prefer to have no
complications of the kind the opposition is
outlining - and that is the best way of overcoming
it. It was on that basis, after careful consideration,
that we resolved that Audit Victoria would not be
directly responsible, in an operational sense, to the
Auditor-General. We think that, on balance, that will
be a far better outcome than pretending that the
complications involved in dissecting in-house bids
and outside tenderers are as easy to overcome as we
would like. We know they are not, but we think the
compromise we have struck is the best given the
circumstances.
Hon. T. C. THEOPHANOUS (Jika Jika) - I point
out to Mr Forwood that if proposed section 7E(1)
were to say only that a minister must not give
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directions to the board, there may be some grounds
for accepting what he says. Unfortunately the rest of
the proposed section gives the minister the power to
give directions to the board on other matters.

There are a lot of unknowns. We remain of the view
that the simplest and quickest way to resolve the
issue would be for the committee to accept
amendment 2.

Whatever Mr Forwood may say, my experience both
as a minister and in the public service has been tha t
a power of direction of any sort creates a power
relationship. Even if the power of direction does not
apply to the specific area of audits, it will still create
an unhealthy power relationship. Rather than
dealing with that now, I point out that we will be
moving amendments to try to remove it. We will test
the issue at the appropriate stage.

Hon. D. A. NARDELLA (Melbourne North) - I
also support amendment 2, because it goes to what I
believe is the opposition's fundamental positionthat is, that Audit Victoria should be the direct
responsibility of the Auditor-General. You can talk
about economic rationalist positions until the cows
come home, and you can go on about
purchaser-provider splits and being in kingdoms
isolated from the real world, but the amendment
provides an avenue through which the
Auditor-General can have direct responsibility for
Audit Victoria.

In his response to my example the minister basically
said that it works in local government but that in an
ideal world he would prefer not to have to do
it. There are no ideal worlds, Minister, certainly not
in the audit kingdom - or any other kingdom.
Being king for a day does not help in these
circumstances.

Hon. R. M. Hallam - It would have in local
government.
Hon. T. C. THEOPHANOUS - It might have in
local government.
Hon. R. M. Hallam - That was the example you
gave me.
Hon. T. C. THEOPHANOUS - The point I make
is that if the mechanism has more or less worked in
local government, we do not see any reason why it
could not work here. It certainly seems to work
fairly well in New Zealand. I do not know whether
the minister has found specific problems with the
New Zealand model that cannot be overcome. As
the minister knows, the New Zealand
Auditor-General has been critical of the Victorian
model, precisely because it does not provide the sort
of capacity we are seeking in moving the
amendment - that is, to be able to call an in-house
bid a competitive bid.
I think that is unfortunate. We might have been
much closer to agreement had something of that sort
been incorporated in the legislation. Unfortunately it
has not. The Auditor-General will be put in the
position of having to decide whether to give an audit
to Audit Victoria and take the risk that a conflict of
interest will arise. He will probably do that based on
a close scrutiny of the board, including an
assessment of whether it is respected and
independent.

The minister has not talked about the fact that Audit
Victoria will ultimately be privatised. In two years
time it will probably be taken over by one of the six
huge accountancy firms, all of which fork out lots of
money to the Liberal Party. Audit Victoria should be
the direct responsibility of the Auditor-General.
It is not a new concept: the Auditor-General
currently has that responsibility. Neither the
minister nor anybody else on that side has argued
that the people who will be transferred to Audit
Victoria are not working efficiently or effectively.
The government is basing its argument that the
Auditor-General cannot be trusted to look after
Audit Victoria and should have no direct input into
its auditing processes simply on ideology. In the
final analysis the clause will allow the government
and the responsible minister to sell off Audit
Victoria. That is why the government will not accept
the amendment moved by Mr Theophanous.
The amendment would give Audit Victoria and the
Auditor-General real independence. Mr Forwood
argued that, ultimately, the minister responsible for
Audit Victoria will not be able to control what it
does. He said it will still have to report to
Parliament, and we certainly understand that - but
we do not trust the government.
Just as it does when reports on other aspects of
maladministration come out, the government shrugs
it off. When the opposition raised the report by the
Auditor-General on the amount the government
spends on media and self-promotion, the
government shrugged it off and said, 'It is our
prerogative. It is an advantage of incumbency that
we will not relinquish'. When the Auditor-General
exposed the fact that credit cards had been freely
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given to people, the responsible minister, the highest
minister in the state, again shrugged it off. It is his
prerogative to hand out credit cards to whomever he
wishes.
The opposition does not believe the government will
carry out this provision to the letter of the law. Even
if it did, the Premier would report to Parliament and
then tell the people of Victoria, 'I don't care because
we have carried out our duty. I have given that
direction to Audit Victoria because 1 am the
responsible minister - so be it. That is what it
allows me, as the minister, to do. Parliament has
given me the authority to take that action and I will
report it to Parliament, but that is as far as the
accountability goes'.
This amendment is critical to the opposition. As with
the previous amendment, it allows the
Auditor-General to control Audit Victoria. It takes
the position that operates in New Zealand, which
New Zealanders have been able to live with. New
Zealand, which has gone much further down the
track of the economic rationalist model than we have
and which will go even further down the track with
Jenny Shipley, finds it acceptable; yet the
amendment before the committee is not acceptable
to either the minister or the government.
On a couple of occasions the minister has put to the
committee that the government will seriously
consider any amendments put before it. I place on
record that the amendment Mr Theophanous puts to
the committee, among other amendments, is critical.
It will be a test of whether any of the opposition
amendments, however argued, however reasonable,
are to be adopted and seen to be adopted. The
amendment is for consideration and the night is but
young; certainly we will monitor the progress of
these amendments because they deal with important
matters. The opposition does not lightly place
amendments before the committee, and it will
certainly urge honourable members to support them.

Hon. R. M. HALLAM (Minister for Finance) - In
a brief response to Mr Nardella, may I say that 1 did
not for one moment suggest that the opposition
brought these amendments to the committee
lightly - quite the reverse. However, I reassure him
that this is certainly not the first time the
government has heard of this model. The New
Zealand model is well known to us and was
extensively canvassed at the time the government
considered its response to the audit review
committee.
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The notion that somehow the government has come
across this New Zealand model and is considering it
for the first time tonight is unrealistic. It was
extensively canvassed and carefully considered and,
for reasons I have outlined which have been well
known and highly publicised, it was resolved that it
would be even more appropriate, notwithstanding
the New Zealand experience, to make the functional
audit arm, whatever it was called, totally
commercial. On that basis there was seen to be an
inherent inconsistency in having it on the one hand
truly commercial and on the other hand directly
responsible to the Auditor-General. This is not a new
concept we have been considering; it has been
carefully canvassed in the preparation of the bill.
Hon. PAT POWER (Jika Jika) - I want to make a
contribution at this point because Mr Theophanous
and Mr Nardella are simply underlining the
importance of the notion of the authority of the
Auditor-General, not just to the opposition but to the
great majority of people. I agree with the sentiment
expressed by Mr Theophanous that by not being
prepared to support this amendment the
government is really indicating that the
Auditor-General must not and cannot be
independent.
As I said, the issues inherent in this committee
discussion about whether the government wants to
make Audit Victoria directly responsible to the
Auditor-General reflect the reasons for the
community's concern. I indicated earlier that I have
not the slightest doubt that this will be clearly tested
and demonstrated in Mitcham on 13 December. The
government needs to understand that. I accept that
the minister is not contesting that this is a legitimate
amendment, but the government needs to
acknowledge this as a core issue and the reason for
the concern of an enormous number of reasonably
minded Victorians, many of whom would in normal
circumstances be strong supporters of the
conservative parties and the coalition government.
This makes people question whether the real motive
for the legislation is to diminish the capacity of the
Auditor-General to steer the ship.

Mr Theophanous's amendment provides an
opportunity, as he indicated, for the government to
say, 'Yes, we do support the Auditor-General. We
believe Audit Victoria ought to be a body that is
directly responsible to the Auditor-General'.
It is necessary for the government to understand that
there is an enormous breadth of community concern
that the authority, independence and capacity of the
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Auditor-General will be undermined. That concern
is shared not just by the Victorian opposition but by
a whole range of people who have interest in good
governance and matters to do with the
Auditor-General. If the government is not prepared
to accept this amendment, it will clearly indicate that
in relation to the structures and the mechanism
Audit Victoria will be a more influential body with
more capacity than the Auditor-General.
Hon. R. M. HALLAM (Minister for Finance) Again I do not challenge much of what the
honourable member says, certainly in the context in
which he puts it - that the amendment goes to the
very nub of the difference between the parties. The
difference can be refined to the question of whether
in a practical sense the Auditor-General is able to
undertake audits in his own right. I also understand
that issue is seen as very important by many people
in the community.
I make the point that I have been told by the audit
profession that on this issue the bill is critically
flawed to the extent that unless the Auditor-General
has the right and resources to conduct audits that
will somehow put at risk the issue of public interest.
I challenge that claim, as I have done to the
Australian Society of Certified Practising
Accountants. I addressed that matter in a response
to the society late last month. I wrote to the
president of the society and said that, among other
things, I challenged much of what it put out with
respect to the bill and its conclusion that protection
of the public interest somehow cannot be guaranteed
unless the Auditor-General has a right to conduct
audits.
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does nothing more than extend what already applies
to much of the auditing undertaken by the
Auditor-General a lot of the heat will go out of the
debate.
Committee divided on amendment:
Ayes, 10
Eren,Mr
Gould, Miss

Nguyen,Mr
Power, Mr
Pulien, Mr

Hogg, Mrs (Teller)
McLean, Mrs (Teller)

Theophanous, Mr
Walpoie, Mr

Nardella, Mr

Noes, 31
Asher,Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr
Best, Mr
Birrell, Mr
Bishop,Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr
Cover, Mr
Craige, Mr
Davis, Mr D. McL.
Davis, Mr P. R.
de Fegely, Mr
Forwood,Mr

Furletti, Mr
Hallarn, Mr
Hartigan, Mr
Katsambanis, Mr
Knowles, Mr
Lucas, Mr
Luckins, Mrs (TeI/er)
Powell,Mrs
Ross, Or (Teller)
Smith, Mr
Stoney, Mr
Strong, Mr
Varty, Mrs
Wells, Or
Wiiding, Mrs

Amendment negatived.
Clause agreed to.
Gause 5

Such a conclusion is illogical and ignores the fact
that some 75 per cent of the work of the
Auditor-General is already outsourced. I said that
surely the president was not implying that
outsourcing had of itself put the issue of public
interest at risk, particularly when he would
acknowledge that audits have been undertaken by
fully professional members of the accounting
profession. Surely we are not arguing that all the
work that is being outsourced now is outside the
public interest because of that fact alone. I do not
think anyone is arguing that. The government is
saying the principle should be extended one step
further.

We had a significant debate on amendments 1 and 2.
We are moving down the order on accountability
issues, but this amendment has a high priority for
the opposition. Following the opposition's loss of
amendment 2 Audit Victoria effectively remains a
separate body that is not directly responsible to the
Auditor-General- the opposition's arguments
about the Auditor-General having control of Audit
Victoria were lost following the division.

Although I do not dispute that that is the nub of the
debate in the community - I acknowledge that the debate is to some degree misdirected. When
people come to understand that the bill effectively

However, I am at a loss to understand why the
government is not prepared to give the
Auditor-General the power to conduct an audit
using his limited resources of a very small office of

Hon. T. C. THEOPHANOUS Uika Jika) - I move:
3.

Clause 5, line 14, after "means" insert "the
Auditor-General or" .
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20 or 30 staff, or whatever it might be. This is
important because there may be a particularly
delicate issue or an issue the Auditor-General feels
that only he can investigate. It may be that the
Auditor-General finds it difficult to choose an
agency that does not have a conflict of interest.
The fact that the Auditor-General cannot appoint
someone from within his own office - effectively
appointing himself - as an authorised person under
the bill is totally inappropriate and is overkill in
limiting his powers. The opposition cannot
understand why the government has decided to go
down that path.
I refer to the point made by the minister when he
said that 75 per cent of audits are currently
contracted out.
Hon. R. M. Hallam - All those in local
government are.
Hon. T. C. THEOPHANOUS - That is true, but
more work is done in the 25 per cent that are not
contracted out than in the 75 per cent that are. The
25 per cent figure includes the large central agencies
such as the Department of Premier and Cabinet, the
Department of Treasury and Finance, the Victorian
Workcover Authority, the Public Transport
Corporation and so forth - agencies that have
always been audited by the Auditor-General. It is
therefore not a valid argument to say that 75 per cent
of the Auditor-General's work is contracted out. It is
misleading to put it in those simplistic terms.
The minister is aware of the other aspect because I
took the time to read from a number of special
reports by the Auditor-General. The minister would
be aware that all performance audits were
conducted by the Auditor-General. The
Auditor-General identified the problem of a conflict
of interest in the marketplace in his submission to
the Maddock committee. It states:
As more services are outsourced to the private sector,
the office is finding it increasingly difficult to identify
private sector accounting finns to assist in financial
audits who are not currently or have not recently
provided services to the government or the agencies
subject to audit.

The Auditor-General is finding it difficult to find
private sector companies that do not have a conflict
of interest. An analysis of the annual reports for
1995-96 and 1996-97 shows that Ernst and Young
alone among the big six accounting firms would
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have been eligible to conduct financial audits of the
Department of Treasury and Finance - the other
five firms have all had consultancies with the
department during those periods. Over the past
four years the big six accounting firms have earned
more than 522 million in consultancy fees from the
government.
It is also important that the Auditor-General conduct
audits so that he can keep his hand in, as it were.
The 1995 performance audit of the
Auditor-General's Office referred to a problem. The
report states:

Whereas it has been appropriate and successful for the
office to contract out to agents audits such as hospitals
and universities, in my view it will continue to be
important for the Auditor-General's Office to audit at
least the central agencies which are key to the
management of public sector risk and where it is
essential for the auditor to be totally independent of
conflicts that might be seen to arise in the private
sector. In my view it is also important for the office to
retain some practical auditing experience and skill base
in order to be able to effectively manage agents and to
fulfil its mandate.
By eliminating the Auditor-General as an authorised
person the bill does not allow even the much smaller
office to conduct a single audit. Some government
members have tried to claim that the
Auditor-General could conduct an audit by virtue of
his powers granted under the bill. If that is the case
why not spell it out by agreeing to the amendment?
Why not make it clear that the Auditor-General,
with his limited office and given that Audit
Victoria is not responsible to him, is to be given the
power to conduct an audit if he believes he cannot
find somebody else do it to his satisfaction because
of a conflict of interest or because the audit is of a
particular nature? It is possible he might want to
audit something like a corporate card system in the
Department of Premier and Cabinet. That is
something the Auditor-General should be able to do
in his own right. He ought to have that last-resort
power.
The amendment is crucial for the opposition because
it would restore some semblance of independence
for the Auditor-General. Even if it did not restore
operational independence, it would restore his
capacity to conduct an audit using the limited
resources that will be at his disposal in this much
smaller office.
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Hon. R. M. HALLAM (Minister for Finance) On my reckoning, amendment 3 is similar in effect
to proposed amendments 28, 30, 32, 33 and 35. They
all have the effect of achieving the same outcome as
the previous amendment which the committee
declined to support - namely, that the
Auditor-General can be involved directly in the
physical conduct of an audit. We are talking about a
threshold issue. The impassioned argument
Mr Theophanous brings to the committee does not
change the fact that this is the same issue the
government canvassed at the outset - namely, that
the Auditor-General should be involved in the
scoping, supervision and reporting of audits rather
than in the conduct of those audits.
As to the question of whether the Auditor-General
should be able to conduct an audit with the limited
resources available to him under the proposed
system, I am not persuaded by that argument at all
on two counts. Firstly, the Auditor-General will have
the power to investigate, and that is not removed.
That concept is dramatically different from the
concept of an audit. Secondly, let me paint a
scenario: in a hypothetical circumstance the
Auditor-General says he wants to undertake an
audit which would require resources beyond those
which had been previously granted him. We would
immediately come into a conflict based upon the
issue of resourcing. I, for one, do not want to be
accused of nobbling the Auditor-General by denying
him the resources he needs to undertake the role
given to him by Parliament. I do not believe that is a
suitable outcome, either.
I should prefer to say up front that we want our
Auditor-General to be involved in all of the
discussions and arrangements regarding the scope
of the audit and how it is to be conducted; we want
him involved in the selection of the auditor to
undertake the work; we want him to supervise the
contract that is let; and we then want him - and
him alone - to accept the responsibility to report to
Parliament. On that basis the government cannot
accept the amendment proposed by
Mr Theophanous because effectively it seeks the
same outcome as the previous amendment but by a
different avenue.
Hon. T. C. THEOPHANOUS (Jika Jika) - The
explanation offered by the minister is unsatisfactory
because there is a Significant difference between this
argument and the previous one.
Hon. R. M. Hallam -It has the same practical
effect.
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Hon. T. C. THEOPHANOUS - Except this
amendment allows an audit of last resort. It allows
the Auditor-General, as a last resort in circumstances
where he is not satisfied that he can get somebody
else to conduct an audit and using the limited
resources that he has, to go out and conduct such an
audit. The reason this is so crucial is that it would
allow some capacity but it does not affect the
competitive model, because on any reckoning with
20 or 30 staff the Auditor-General will not be able to
conduct the vast bulk of these audits. He may be
able to pick perhaps one out a year.
There are significant positive outcomes. Firstly, it
allows him to keep his finger on the pulse. Even only
one audit a year would allow him to retain some
expertise in understanding how audits are being
done.
Hon. R. M. Hallam - But you could not accept a
restriction that it be only one audit.
Hon. T. C. THEOPHANOUS - In effect it is a
restriction. The fact that the Auditor-General has a
staff of 20 means he will not be able to do many
more; he will have a very limited capacity. Even if he
wanted to maintain the same level of auditing he has
at the moment one would have to accept that he will
not be able to do that with a reduction in his staff to
20. The Auditor-General may be able to do some
audits. If it is not one, it might be a handful - I do
not know .- but it will certainly not be anything like
the level of auditing he currently does.
The amendment has important side effects which the
government is ignoring. It would allow the
Auditor-General to retain a certain level of expertise;
it would allow him and his staff to understand how
audits continue to be done by the private sector.
Hon. Rosemary Varty - If he is doing one audit
a year it is a nonsense argument to suggest it gives
him any experience.
Hon. T. C. THEOPHANOUS -It is a lot more
experience than doing none, Mrs Varty. I do not
know whether it would be one or a handful.
Hon. Rosemary Varty - It shows how little you
know about auditing.
Hon. T. C. THEOPHANOUS - Obviously,
Mrs Varty, you have changed your tune since 1990.
You ought to go back and read your speech from
1990 when you argued about increased, not
decreased, resources for the Auditor-General. You
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are one of the great hypocrites in this place. If I were
you I would sit in silence in the corner and say
nothing because you are not helping your own side.
Hon. Rosemary Varty - You are not helping
yours either; you are just putting the case.
The CHAIRMAN - Order! This has been a long
committee and it promises to be longer the way we
are heading. I ask honourable members to have
tolerance and patience because the Chair will not
put up with constant interjections; they do not help
anyone.
Hon. T. C. THEOPHANOUS - The argument
the opposition is putting in this instance is that
retaining some level of capacity and expertise,
however small, within the audit office of the
Auditor-General is a positive feature. That can occur
by allowing the Auditor-General to conduct some
audits in his own right, even if it is a limited
number. The symbolism of the matter is important:
we can say the Auditor-General is not an
Auditor-General who cannot do audits, which is
what this legislation provides for. At least we could
say the Auditor-General can do audits but he is
restricted in his operational capacity to do so.
However, the principle - and it is an important
principle - that an Auditor-General should have
the right to conduct an audit is not abandoned if the
opposition's amendment is accepted. At least we can
say we have not abandoned the principle. The
principle remains in the legislation.
If the amendment is not accepted, not only have we
abandoned the operational independence of the
Auditor-General by remOving his capacity to use
Audit Victoria for audits, but we have also
abandoned the principle that Auditors-General
should have a right - even if they do not have the
full resources - to conduct an audit. This is an
important question of principle. The opposition does
not accept the argument of the government; it
believes it is about time the government stopped
using the 75 per cent of audits argument because the
minister has accepted the vast bulk of public
auditing is done by the Auditor-General. It is not
helpful to seek to deceive the public by issuing
publications that say 75 per cent of auditing work is
already done by contracting out. What is the
difference if the same applies to the remaining
25 per cent?

That is not the circumstance. It is a very different
circumstance, and we should at least be honest in the
way we present the facts on these matters.
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The opposition will be pursuing this amendment
because it provides the last bit of independence for
the Auditor-General to enable him to conduct audits
in this state.
Hon. D. A. NARDELLA (Melbourne North) - I
also support amendment 3. I pick up the words the
Minister for Finance used when he said the
Auditor-General will have power to investigate
under section 15. He has nobody to investigate for
him. What is the minister saying - that the
Auditor-General will go out and audit the
departments himself?
Hon. T. C. Theophanous - He is not allowed to
do that, Mr Nardella.
Hon. D. A. NARDELLA - How will he have the
power to investigate under section IS?
Hon. T. C. Theophanous - He can investigate,
but he cannot audit.
Hon. D. A. NARDELLA - It is ridiculous. He
has to have his own people, his own resources to be
able to investigate and report back to the Parliament.
It is just nonsense to say that there will be no conflict
of interest -with the private audit firms. I do not have
the figures in front of me, and I hope an honourable
member will be able to give them to me, but the
situation is that everyone of the big six accountancy
firms that are available to do these audits has
donated to the Liberal Party. Every one of them has
a potential conflict of interest in the way they
operate in our political system.
Hon. Pat Power - They are realists.
Hon. D. A. NARDELLA - They are realists, and
that is the way the government operates, but the
Auditor-General will not be able to investigate these
areas unless he has his own resources. Because he
will have to contract out to a firm that supports the
Liberal Party - a firm that shares that philosophy, a
firm that wants to continue to operate in Victoria
under the patronage system the government is
renowned for - the Auditor-General will not be
able to report -without fear or favour in the public
interest.
Unless the Auditor-General is given resources by the
Parliament he will not be able to investigate, even
though he has what theoretically is the power to do
so. That is an untenable situation for the
Auditor-General and an even worse situation for the
Parliament. It is unsuitable for us to have a minister
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at the table of the committee who continues to say
that the Auditor-General will have power to
investigate when Parliament does not then provide
the resources to allow the Auditor-General to do so.
lt is a ridiculous situation. That is why this
amendment is critical.
What is the government scared of? If, as members of
the government have all laboured in their
contributions to explain, the Auditor-General will
not be nobbled by the bill, why would they want to
vote down an amendment that \\<ill ensure the
Auditor-General is not nobbled? If the amendment is
not agreed to the Auditor-General will not be able to
conduct audits of all government departments
despite the inevitable conflicts of interest that will
arise. One could very well have a situation where
the most powerful person in the state places him or
herself in a position that means an Auditor-General
cannot contract one of the big six firms to carry out
an audit on his or her behalf because all of them
have donated to the Liberal Party. That creates
conflicts of interest and places the Auditor-General
in an invidious position.
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Baxter, Mr
Best,Mr
BirreJI, Mr
Bishop,Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr
Cover, Mr
Craige,Mr
Oavis, Mr O. MeL.
Oavis, Mr P. R.
de Fegely, Mr
Forwood, Mr

Katsambanis, Mr
Knowles,Mr
Lucas, Mr
Luckins, Mrs
Powell, :\1rs
ROSS,Or
Smith,Mr
Smith, Ms
Stoney, Mr (Teller)
Strong, Mr (Teller)
Varty,Mrs
Wells, Or
Wilding,Mrs

Amendment negatived.
Clause agreed to.
Clause 6
The CHAIRMAN - Order! I invite
Mr Theophanous to move amendment 4, which will
also test amendment 7.
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:

Worse still, Parliament places the Auditor-General in
an invidious position, and it will rue the day that it
does not allow the Auditor-General to undertake
investigations into matters pertinent to his or her
responsibilities under the bill. There is nothing more
important than ensuring the Auditor-General is able
to investigate all matters that are of concern to him
or her. The clause does not allow that to happen, and
it will mean that the Auditor-General is effectively
nobbled.
That is not acceptable to the opposition and the
opposition will vote against it. Members of the
government have consistently said to the Parliament
and to the Victorian community that the
Auditor-General will be able to perform his duties,
but this clause will not allow that to happen.
Committee divided on amendment:

Ayes, 10
Eren,Mr

Nguyen, Mr (Teller)

Gould, Miss

Power,Mr
Pullen,Mr

Hogg,Mrs
Me Lean, Mrs
Nardella, Mr (Teller)

Theophanous, Mr
Walpole,Mr

Noes, 32
Asher, Ms

Furletti, Mr

Ashman,Mr

Hallam, Mr

Atkinson, Mr

Hartigan, Mr

4.

Clause 6, line 21, before "The" insert "(1)".

Amendment 4 is a simple technical amendment that
will change the numbering. We are not concerned
about dividing on the amendment - Hon. Pat Power - Theo, you are getting soft. We
are watching you!
Hon. T. C. THEOPHANOUS - I make it clear
that it may expedite the committee's deliberations if
amendment 4 were considered as testing
amendments 7, 8, 9 and 10. May I canvass those as
well?
The CHAIRMAN - Order! Mr Theophanous
may canvass them, but he cannot move them
together because 8, 9 and 10 go to clause 7 and
amendment 4 goes to clause 6.
Hon. T. C. THEOPHANOUS - Yes, I
understand that. I will canvass them together so that
one division will test the committee's view on all of
them. Although I would be happy to have two
divisions, we would prefer just one.
Hon. M. A. Birrell- I would give you leave to
do it all in one division!
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Hon. T. C. THEOPHANOUS - I am sure you
would. Mr Chairman, in speaking to amendment 4, I
will canvass amendments 7 to 12.
Amendment 4 would change the numbering, and
amendment 7 would insert a new paragraph after
paragraph (e). Proposed section 3A(1) would list the
objectives. Amendments 4 and 7 would have the
effect of showing that there was nothing in the
objectives that limited the Auditor-General's
authority or responsibility to provide for the
auditing of public accounts in accordance with the
act.
Hon. R. M. Hallam - What does that mean?
Hon. T. C. THEOPHANOUS - It would make it
clear that the Auditor-General would have the
authority to conduct audits under the act.
Hon. R. M. Hallam - That is another way of
getting to the same issue.
Hon. T. C. THEOPHANOUS - It would have a
similar effect, but is spelt out in clearer terms.
Hon. R. M. Hallam - You acknowledge that it
would have precisely the same effect.
Hon. T. C. THEOPHANOUS - Yes, it would
have a similar effect. If the amendments were
accepted, proposed section 4A(6) would read:
Subject to this Act and to other laws of the State, the
Auditor-General has complete discretion to conduct
audits in the performance or exercise of his or her
functions Or powers and, in particular, is not subject to
direction from anyone in relation to (a) whether or not, or by whom, a particular audit is to
be conducted ...

Amendment 10 seeks to add a new power.
Amendment 11 is a consequential amendment, and
amendment 12 seeks to include the words' and a
report as to the authorities audited by the
Auditor-General using his or her own resources'.
That relates to the report the Auditor-General will
send to parliamentary committees.
The amendments set out chapter and verse the way
in which the Auditor-General could use his own
resources to interpret the proviSions that empower
him to conduct his own audits if he so desired. In
that sense the arguments have, to a large extent,
been already canvassed. The government has made
its intentions clear, but the amendments give
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members another opportunity to reflect on whether
the Auditor-General ought not be given some
power, limited though it may be, to conduct audits
in his own right.
It would be done not by specifically providing the
power but by indicating that nothing in the act
prevented the Auditor-General from conducting an
audit using his own resources. In other words, the
proposed amendments would provide a negative
power by not limiting the capacity of the
Auditor-General.

This is a minimum position. Notwithstanding what
is in the act, I ask the minister to say what his
attitude would be if, during the conduct of an audit,
the Auditor-General asked the government for a
specific right under clause 15, which the minister
says allows the Auditor-General to investigate
authorities, to conduct an investigation that would
take the form of an audit. Would the minister treat
the request favourably or would he obstruct the
Auditor-General through a literal reading of the act?
Would he say to the Auditor-General, 'The
investigation you have conducted looks like an
audit'. Would the minister then penalise the
Auditor-General in some way for having conducted
an investigation and issued a report?
I am flagging the issue to get some indication of the
extent to which the minister would adopt a literal
interpretation of the provisions. Minister, you know
that what you say in debate is considered by
agencies in interpreting the limits or otherwise of
their powers. I am sure the Auditor-General will
consider what you say about how you would
interpret and enforce those provisions.
Hon. R. M. HALLAM (Minister for Finance) At the outset Mr Theophanous acknowledges that
the effect of proposed amendments 4 and 7 through
to 12 is for all intents and purposes consistent with
an earlier amendment that sought to give the
Auditor-General the precise power to undertake
audits. To that degree the issues have been
canvassed and tested.
I shall make a number of comments in response to
this amendment. I should start with an apology.
Earlier I said clause 15 was the provision under
which the Auditor-General has investigative
powers; in fact, clause 15 relates to the issue of
reporting. Clause 11 is the provision which contains
the investigative powers.

AUDIT (AMENDMENT) BILL
1114

COUNCil..

We are playing on semantics a little.
Mr Theophanous invites me to delineate between

what constitutes an investigation and what
constitutes an audit. I am not sure whether the
boundaries are discrete.
Hon. Pat Power - Open slather.
Hon. R. M. HALLAM - Not at all. At least it is
made clear and up-front that under this model the
Auditor-General will not have the legislative
authority to undertake audits. The government does
not walk away from the fact that in many
circumstances it may well be the Auditor-General's
decision to use his direct resources as opposed to
those available to him under contract to undertake
an investigation. The last thing we would want to do
is obstruct the function of the Auditor-General.
Inherent in the comments of many critics of the
legislation is the suggestion that the government has
some sort of vested interest in securing a weak audit
system. Nothing could be further from the truth.
There is no protection in a weak audit system. The
protection for the government is in a strong and
robust audit process. I certainly would not visualise
anything being done by government that would
obstruct the Auditor-General in the conduct of his
role.
If circumstances similar to those Mr Theophanous
outlined to the committee emerge, the government
would view any application from the
Auditor-General on the merits of each case. But I
commence from the premise that the government
has taken a deliberate policy decision to draw a line
of distinction between purchaser and provider in
this context. That is the point from which we start;
beyond that, we want the process to work. The
government has a clear interest in making sure it
does work. That is the basis on which we will
approach the practical circumstances that arise in the
future.

I repeat: we have no interest in securing a tame cat
audit process; it is quite the reverse.
Hon. T. C. THEOPHANOUS (Jika Jika) - The
minister has just said that the line is blurred between
what might be a report under clause 11 - Hon. R. M. Hallam - I think it was 'not discrete'.
Hon. T. C. THEOPHANOUS - Okay, that the
line between an audit and a report is not discrete. I
would find it difficult to make a distinction
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particularly if a report went to a range of accounting
issues. I would find it extremely difficult if we were
talking performance audits because much of that
information is presented in the form of dialogue.
Hon. Bill Forwood - Performance audits are
specifically covered by clause 16.
Hon. T. C. THEOPHANOUS - But performance
audits are not allowed; the Auditor-General cannot
conduct performance audits using his smaller
resources. He cannot the performance audits but he
can issue a report. That is how I understand it.
When one considers the Auditor-General's
performance audits, it seems that often they are in
the form of a dialogue, where he puts in a lot of
opinions, where he reaches conclusions, and so on.
One could just as easily say that somebody did a
report as say somebody did a performance audit. I
know and understand there is a technical difference
but the problem is that the minister has not
identified the extent to which he intends to enforce it
and what mechanism he intends to use to enforce it.
If the Auditor-General issues a report, who will

determine whether it looks too much like a
performance audit or a financial audit? What would
happen? Would the Auditor-General be precluded
from tabling that report in Parliament? Is that the
mechanism used? Who precisely would make the
decision that a particular report prepared by the
Auditor-General using clause 11 was an audit and
therefore had to be disallowed?
Serious and dangerous precedents are established by
this provision if we take notice of the minister
referring to no discrete differences. Someone has to
determine at some stage that the Auditor-General
has crossed the boundary in a report. Who will
determine it? How will it be enforced if the
Auditor-General has crossed the boundary and
conducted a report which looks too much like an
audit? Will it be enforced or will some leeway be
provided so that the Auditor-General is able to
provide reports to Parliament using forms which
might resemble an audit but are reports on
particular agencies of government?
Hon. BILL FORWOOD (Templestowe) - I do
not know whether there is a particular response to
the hypothetical situation put by Mr Theophanous.
By way of clarification, section 15 of the act, which
deals with reports by the Auditor-General, makes it
clear that that section does not apply to section 16
which deals with performance audits. I suspect that
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the question of what form the report would take is
entirely in the hands of the Auditor-General.
I make the point that a section 15 reporting power
relates only to financial audits, not to performance
audits. When he conducts his reports, he is doing
them on financial audits, as is the case with the
current ministerial portfolios. This is the provision
under which the ministerial portfolios - Hon. T. C. Theophanous - Are you saying he
cannot report at all on performance audits?
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Hon. BILL FORWOOD (Templestowe) - Let me

try to clarify the issue a bit. In my contribution to the
second-reading debate this morning I read a letter
that 1 had sent to the Auditor-General. Let me read
just a couple of paragraphs from that and it may
help clarify this issue. My letter to the
Auditor-General dated 31 October states:
While audits will be done under contract to you, you
have absolute authority to report to Parliament and the
act makes no specification on what such a report
should contain.

Hon. BILL FORWOOD - No, he does that
under a different section and he will continue to do
it under a different section. Section 15 reports by the
Auditor-General specifically do not apply to
performance audits. But ministerial portfolio
reports, which are the section 15 reports, have a
well-established format. They are not full-scope
performance audits as one would find described in
the epA guidelines; they are reports on financial
audits, and they will continue to be done the way
they have been done in the past.

Hon. T. C. THEOPHANOUS (Jika Jika) - It
seems to me from Mr Forwood's remarks that there
is considerable scope for the Auditor-General to
make reports in any manner he or she sees fit. I think
they are the words Mr Forwood used, or words to
that effect. Is that correct?

Hon. T. C. Theophanous - Who is going to
enforce it in the event that he crosses the boundary?

Hon. Bill Forwood - Yes. Shall I read it to you
again?

Hon. BILL FORWOOD - 1 guess he will report
the way he wishes to report. I do not see that
enforcement is an issue that arises here. He has the
ability to report to Parliament on financial audits,
and he will report to Parliament on financial audits.
Hon. PAT POWER (Jika Jika) - I listened
carefully to Mr Forwood's remarks. It may well be
that it is the responsibility of the Minister for
Finance to do this, but it seemed to me that
Mr Forwood was unable to give any assurances at
all. In fact, he said things like, '1 guess' it would be
done this way, or whatever. Mr Theophanous was
seeking to draw out the ramifications or
consequences of the minister's acknowledgment that
the difference was discrete. In the context of the core
issue being what capacity the Auditor-General has
under this proposed legislation to be the driver
without interference, I do not think it is sufficient for
the opposition, on behalf of the community, to rest
comfortably with Mr Forwood's response that he
'guesses' it would be done this way. Quite clearly
the point Mr Theophanous was pursuing was when
an audit is a report, when a report is an audit, and
what capacity the Auditor-General has to establish
the status of the work and determine where it will
end up.

As your section 15 powers are retained in the act, you
can report on any matter arising from a financial audit
at any time. How a matter 'arises', and how you deal
with it, is entirely up to you.

Hon. T. C. THEOPHANOUS - Yes.
Hon. BILL FORWOOD (Templestowe) - In my
letter to the Auditor-General I said:
While audits will be done under contract to you, you
have absolute authority to report to Parliament and the
act makes no specification on what such a report
should contain.
As your section 15 powers are retained in the act, you
can report on any matter arising from a financial audit
at any time. How a matter 'arises', and how you deal
with it, is entirely up to you.

Hon. T. C. THEOPHANOUS (Jika Jika) - The
problem here is that I try to put myself into the shoes
of the Auditor-General and ask exactly what this
means. In other words, what are the boundaries?
Are the boundaries based on there being some
model of an audit that you cannot do, and that you
can do everything else other than that model of an
audit? This is the part that I am very unclear about. I
assume from what Mr Forwood said that if the
Auditor-General produces a report which looks like
an audit, feels like an audit and smells like an audit
but which the Auditor-General says is not an audit
but a report, he is entitled under section 15 to make
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that kind of report. I see the minister nodding his
head. If that is the case, it would help the
committee's deliberations if he would confirm that. I
saw the minister nodding his head in agreement.
Unfortunately, he was clearly directed by the
Minister for Industry, Science and Technology not to
confirm on the record that what he was indicating
by nodding was in fact correct. There is no
confirmation of the situation I have identified. The
opposition wants to persist with this point because
obviously if we cannot get that confirmation there
will be an important restriction.
Section 15 of the Audit Act states:
(1)

The Auditor-General may make a report on any
audit undertaken by the Auditor-General ...
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report produced by the authorised person. He can
report on that, and in fact he can produce a report
that is pretty much an audit of that organisation, but
only if an authorised person has already made a
report and done an audit.
If that is the situation, that confirmation would assist
the committee in its deliberations.

Hon. R. M. HALLAM (Minister for Finance) - I
am happy to provide that confirmation and to make
the point that there is virtually no restriction
whatsoever on reporting by the Auditor-General. I
make it dear that we are having this debate against
the background of an amendment moved by the
honourable member to entitle the Auditor-General
to undertake an audit.

I think that is amended later.
Hon. Bill Forwood - It continues to say'or
person authorised by the Auditor-General'.
Hon. T. C. THEOPHANOUS - Yes, it says 'or
person authorised by the Auditor-General'. I think
that is amended. So the Auditor-General can make a
report on any audit undertaken by an authorised
person. Subsection (2) states:
A report under sub-section (1) may include such
infonnation and such recommendations as the
Auditor-General thinks fit for the more effective,
efficient and economic operation of the authority to
which the report relates.

Let us get this clear. I believe so long as an audit has
been done by an authorised person this would allow
the Auditor-General to produce a report.
Hon. Bill Forwood - A financial audit.
Hon. T. C. THEOPHANOUS - Yes, it relates to
financial audits. My reading of this provision is that
the Auditor-General would be able to produce a
report so long as a prior financial audit had been
done by an authorised person, and that would
include a capacity to produce something which
resembled a financial audit of the same - Hon. Bill Forwood - It might look pretty much
like a ministerial portfolios report.
Hon. T. C. THEOPHANOUS -It may. It seems
that the limiting fact is the report on an audit. In
other words, so long as an authorised person has
done a report the Auditor-General can then go and
do another report if he is not satisfied with the

Let us dearly understand what we are talking about.
I have no hesitation in confirming the proposition
put to the committee by Mr Forwood about the right
of the Auditor-General to report to Parliament. That
is far short of your proposition, Mr Theophanous,
that the Auditor-General should be able to conduct
audits in some circumstances. That is the
fundamental difference. I hope that is the basis on
which we agree to differ.
Hon. T. C. THEOPHANOUS (Jika Jika) - Yes
and no. I think we agree that what I have proposed
would provide the Auditor-General with an
unequivocal power to audit. But the discussion on
the issues so far has been about determining under
what circumstances the Auditor-General's reports
could resemble those of an audit.
It has been suggested that a significant direction
could be given to the Auditor-General by simply
saying that, so long as he is reporting on an audit
undertaken by an authorised person, we would not
care what form his report took - even if it were an
audit of a particular organisation in its own right. At
least he would know there would be no delimiting
factor whatsoever on a report that had been
prepared by an authorised person. At least we could
then agree to differ on the other issue of whether he
should have the capacity to do an audit of an agency
in his own right.

Hon. R. M. HALLAM (Minister for Finance) The honourable member is once again resorting to
semantics. He is again stretching the limit by
suggesting that a report would be acceptable, even if
it were in the form of an audit. That is clearly not
countenanced in the legislation.

AUDIT (AMENDMENT) BILL

Tuesday, 9 December 1997

COUNCIL

I am happy to again put on the record that
Mr Forwood has captured the spirit of the reporting
process. There will be no barrier to the role of the
Auditor-General in that context.
Hon. T. C. Theophanous - Except that he had
better not produce an audit.
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Cover, Mr
Craige, Mr
Davis, Mr D. Mcl.
Davis, Mr P. R
de Fegely, Mr
Forwood,Mr

Smith,Ms
Stoney, Mr
Strong, Mr
Varty, Mrs
Wells, Dr (Teller)
Wilding, Mrs (Teller)

Amendment negatived.
Hon. R. M. HALLAM - The legislation makes it
clear that he is unable to conduct an audit in his own
right. Let us not have any tricky terminology at the
margins. Mr Theophanous wants me to agree that a
report would be acceptable, even if it were in the
form of an audit. I hope you know that I cannot
accept it.
We are talking about a fundamental difference
between what we acknowledge to be an audit and
what we acknowledge to be the responsibility of the
Auditor-General to report to the Parliament. But we
are talking about a report on an audit undertaken by
an authorised person, which is a fundamentally
different concept.
Hon. T. C. THEOPHANOUS (Jika Jika) - On
that basis the opposition is not satisfied. It is sad that
the government is not even prepared to concede that
the Auditor-General could produce an
unconstrained report on an audit. That would allow
him to produce something, whether it resembled an
audit or not. On that basis we will divide on the
amendment, which tests all the other amendments I
referred to earlier.
Committee divided on amendment:
Ayes, 10
Eren, Mr
Gould, Miss
Hogg, Mrs
McLean, Mrs
Nardella, Mr

Nguyen,Mr
Power, Mr (Teller)
Pullen, Mr (Teller)
Theophanous, Mr
Walpole,Mr

Noes, 32
Asher, Ms
Ashman, Mr
Atkinson, Mr
Baxter, Mr
Best, Mr
Birrell, Mr
Bishop, \1r
Boardman, Mr
Bowden,Mr
Brideson, Mr

Furletti, Mr
Hallam, Mr
Hartigan, Mr
Katsambanis, Mr
Knowles,Mr
lucas, Mr
luckins, Mrs
Powell, Mrs
Ross, Dr
Smith, Mr

The CHAIRMAN - Order! Amendment 5 also
tests amendment 6, so Mr Theophanous may talk
about those together.
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
5.

Clause 6, lines 22 to 26, omit paragraph (a) and
insert"(a) in relation to financial audits of authorities, to
detennine whether the financial position and
financial operations of authorities are
presented fairly and in compliance with all
relevant Acts and to examine issues as
detennined by the Auditor-General;".

Amendment 5 seeks to change the objectives from
those set out in proposed new section 3A inserted by
clause 6 of the bill, which reads:
(a) in relation to the audit of financial statements of
authorities, to determine whether those statements
present fairly the financial position and financial
operations of the authorities.

The opposition sees this clause as a very important
accountability clause because there is a Significant
difference between a financial audit, which is an
accepted term, and an audit of financial statements.
It is an accepted term in the accounting profession,
and Mr Forwood should know that.
If agreed to in its present form, this objective will
confine public sector auditing to a process of mere
bookkeeping. If the proposed new section is read
literally, it limits an audit to assessing financial
statements rather than analysing and investigating
the financial position of an agency. Mr Forwood
should clearly understand this. Analysing the
financial position of an agency is a very different
process from simply assessing financial statements
produced by the agency.

Hon. Pat Power - Like what happens in the local
soccer club.
Hon. T. C. THEOPHANOUS - Absolutely,
Mr Power. It goes right through all agencies of
government. We do not believe this is the intention
of the government, but a literal reading of it
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certainly provides scope for it to be read in the way
that I have proposed.
A financial statement is a simple reconciliation of
accounts and provides little scope to further
investigate anomalies and the financial operations
and performance of an agency in financial terms.
Even if one does not go to the extent of doing a
performance audit, the financial performance of an
agency is something that is normally looked at when
financial audits are done. Indeed, the
Auditor-General has in the past used financial audits
to look behind the figures provided to him in the
financial statements of authorities, as in the
Auditor-General's report that Mr Forwood showed
before. In a large number of cases he goes behind the
figures and looks at where agencies have not
fulfilled their obligations from a financial or
reporting perspective. For example, the delays in
implementing the automatic ticketing system
involving the contract between the PTC and Onelink
and, more recently, the blow-out in the grand prix
construction costs and recurrent expenditures were
revealed in the Auditor-General's financial audits.
They were not revealed in performance audits
conducted by the Auditor-General but in financial
audits - very important financial accountability.
However, if all the Auditor-General did was to
assess the financial statements provided to him,
these revelations would never have come to the fore.
To recognise the full ambit of a financial audit
undertaken by the Auditor-General in the public
sector, which includes ensuring that the financial
statements of authorities comply with other relevant
acts, it is necessary to change this objective. It is
important that these audits also address any issues
of probity and so on as identified by the
Auditor-General for examination.
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Mr Power. I am hoping the government will be able
to clarify its position. It would certainly provide a
great deal of comfort if the amendment were
accepted. The opposition is even suggesting that if
necessary the government would come back if it
were found that full financial audits of authorities
were not provided for as a result of the way in
which the clause has been framed.
A second aspect relates to my amendment 6, which
seeks to substitute for proposed section 3A(c) the
following:
(c)

in relation to financial audits of the Victorian
Auditor-General's Office, to detennine whether the
financial position and financial operations of the
Office are presented fairly and in compliance with
all relevant Acts and to examine issues as
determined by the Parliamentary Committee.

Honourable members will note that the wording of
the amendment is similar to the wording of the
previous amendment. The previous amendment
correctly refers to issues determined by the
Auditor-General because it talks about financial
audits conducted by the various authorised persons
under the act. This amendment talks about the
auditing of the Auditor-General's office itself, and in
that case the issues would have to be determined by
the parliamentary committee, which in this case is
the Public Accounts and Estimates Committee.
There is another reason for including the provision,
apart from giving the Public Accounts and Estimates
Committee the power to direct that certain issues be
looked at in relation to financial audits of the
Auditor-General's office. Proposed paragraph (c)
provides for a standard that does not apply to other
agencies under the control of the government. Other
agencies are not required in relation to audits of
them to determine whether money appropriated by
Parliament and payments made to those agencies
are spent or applied for the purpose for which they
were appropriated or paid. That test is not applied
to the Department of Finance or any other
government department, yet it is a test the
government wants to apply to the Auditor-General.

I think the government would probably like to be
able to say that this is now provided under the act.
However, if agreed to, this amendment will spell out
that power. I cannot believe the government does
not want financial audits of these authorities
undertaken and that all it wants is a simple
assessment of the financial statements produced by
the authorities or the agencies. Indeed, without this
definition of a financial audit issues could not be
pursued for inclusion in the report to Parliament on
ministerial portfolios. It would be difficult to do
unless one took the broader view of what a financial
audit is.

The opposition says the words 'to determine
whether the financial position and financial
operations of the Office are presented fairly and in
compliance with all the relevant Acts', which it has
proposed, are exactly the same words as it has used
in amendment 5 in relation to all other agencies.

Again I do not believe that is the intention of the
government, but perhaps I am being too kind,

Comparing proposed paragraph (a) with proposed
paragraph (c), the government itself has said that
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paragraph (a) provides for audits of financial
statements, which I have already indicated is a lower
test. Paragraph Ca) talks of statements presenting
fairly the financial operations of authorities but the
same test is not applied to paragraph Cc) in relation
to the Auditor-General. The Auditor-General is the
only government agency to which a different
criterion is being applied. The opposition says there
ought to be consistency of application.
For all those reasons, but principally because of the
major issue I have identified of the difference
between a financial statement and a financial audit,
the opposition strongly urges the committee to
support the amendments.
Hon. R. M. HALLAM (Minister for Finance) The government received early notice of proposed
amendments 5 and 6 because they were suggested in
the first place by the Auditor-General. I have in front
of me a schedule of suggested amendments by the
Auditor-General to the Audit (Amendment) Bill.
With respect to amendment 5 the rationale outlined
by the Auditor-General is:
To recognise the full ambit of a finandal audits
undertaken by the Auditor-General within the public
sector, which includes ensuring that financial
statements of authorities comply with the
government's financial management legislative
framework. It is important that those audits also
address any issues of probity, etc., as identified by the
Auditor-General for examination.
Without this expanded definition of a financial audit
issues could not be pursued for inclusion in the report
to Parliament on ministerial portfolios (under
section 15).

He then suggests a rewording of proposed
section 3A(a), which has been captured by proposed
amendment 5 moved by Mr Theophanous. That is
the genesis of the amendment.
The government looked at that proposed rewording
very carefully and determined that it was not
acceptable. The government took that decision some
time ago. I am talking about a gestation period of
several weeks, if not months. The government took
that position because it believes that the response
suggested by the Auditor-General is misconceived
because proposed section 3A is not a definition
section and does not operate to limit the scope of
audits.

1119

Indeed, the officers who were charged with the brief
of responding to the Auditor-General were a bit
intrigued by his commentary because with respect to
the reference to relevant acts they were unable to
locate any legislation that would actually fall within
that definition. No legislation is identified as falling
within the government's financial management
legislative framework - there are no acts that could
fall within the phrase used by the Auditor-General,
namely, that the financial position and financial
operation of authorities are in compliance with all
the relevant acts.
Hon. T. C. Theophanous - Presented fairly.
Hon. R. M. HALLAM - I am happy to take the
full text which I read into the record a moment ago.
Further, it was resolved formally and after due
consideration that there was no need for a reference
to the phrase 'To examine issues as determined by
the Auditor-General'. Ministerial portfolio reports
will continue to be provided given that the
Auditor-General is directly empowered to make
these reports under section 15(2) of the Audit Act. I
think the committee understands that that is not
changed by the proposed legislation. The
Auditor-General will certainly retain that reporting
authority and his investigative powers under
sections 11 and 12. That was reinforced in the
second-reading speech.
Amendment 5 moved by Mr Theophanous was
carefully considered in the early preparation stage of
the bill and on the grounds I have outlined was
determined to be inappropriate.
Hon. PAT POWER (Jika Jika) - I listened
carefully to what the minister said. It re-emphasised
why there is concern in the community about the
Audit (Amendment) Bill and the impact it will have
on the role of the Auditor-General. From my
experience in a whole range of organisations and
community groups, every year there is an audit of
the financial statements, usually conducted by a
local professional who volunteers his or her services.
It is Simply what we all understand the audit of
financial statements to be - ascertaining whether all
of the entries are appropriate and that the
reconciliation for the end of the period is accurate. It
is significant that the Kennett coalition government
wants to limit the Auditor-General to that sort of
arrangement under section 3A(a).
Given that these words are consistent with some
concerns that the Auditor-General made known
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himself, I believe the expression 'financial audits' is
a clear expression of what ought to occur, what the
community would prefer to occur and what the
Auditor-General sees as being appropriate.
I support the leadership of Mr Theophanous when
he indicated that we will call for a division on the
amendment, because it is central to the debate. The
community and the opposition do not support
limiting the role of the Auditor-General regarding
financial statements to one where he simply does a
reconciliation and signs off the profit-and-Ioss
statement as being an accurate record.
Under all Westminster governments the
Auditor-General has the capacity and independence
to conduct what honourable members will
understand to be a financial audit of an authority.
There is not a member in the chamber who does not
understand the capacity and potential that flows
from the words 'financial audit' and the constraint
and restriction that is implicit in the reference to an
audit of financial statements. One allows for the
traditional responsibilities and obligations of the
Auditor-General to be maintained and the other
restricts the Auditor-General to being a bean counter
who operates as a local accountant does when
auditing a school council, a tennis club or a senior
citizens club - that is, he signs off a reconciliation
statement.
I repeat that each of the amendments we have
seriously contested emphasises that the opposition
supports the community's view that the operation of
government ought to be properly exposed to
financial audit. The intention of the Kennett coalition
government is to restrict the capacity of the
Auditor-General to indicating that the reconciled
statements are indeed a true and accurate record.
Hon. T. C. THEOPHANOUS (Jika Jika) - I do
not accept the minister's explanation that this is not
part of the definition. I believe the words he used
were that it 'did not have the same currency'. TItis is
part of the objectives of the legislation. Obviously
the objectives of the legislation - Hon. Pat Power - Are more important than the
definition!
Hon. T. C. THEOPHANOUS - I would have
thought so, but it is obvious if the objectives of the
legislation do not allow for financial audits not only
are they not objectives but also they act as a limiting
factor. In that case to conduct a financial audit
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would be outside the objectives of the legislation. It
is a significant limiting factor.
I do not know where the minister is getting advice,
but it has no effect. It might be helpful if he
indicated - I suppose we must carefully read what
he said in the Hansard report - that the objectives
do not have effect in relation to whether the
Auditor-General does the financial audit.
Hon. R. M. HALLAM (Minister for Finance) By way of explanation I shall take the committee to
the terminology employed in sections 8 and 9 of the
Audit Act 1994, which state:
8. Audit of authorities
(1)

The financial statements of each authority must from
time to time ...

It is talking about an audit of the financial
statements. Section 9 states:
9. Report on audit
(1)

A report on each audit of the financial statements of
an authority '"

This terminology has been used until now and
no-one has claimed that the dire consequences just
outlined to the committee by members of the
opposition have occurred. We are using the
terminology that has already been in place. There is
no trick or smoke screen or mirrors; we are simply
using the accepted terminology.
Committee divided on omission (members in
favour vote no):

Ayes, 32
Asher, Ms
Ashman, Mr (Teller)
Atkinson, Mr (Teller)
Baxter, Mr
Best,Mr
Birrell, Mr
Bishop, Mr
Boardman, Mr
Bowden, Mr
Brideson, Mr
Cover,Mr
Craige, Mr
Davis, Mr D. MeL.
Davis, Mr P. R.
de Fegely, Mr
Forwood,Mr

Furletti, Mr
Hallam,Mr
Hartigan, Mr
Katsambanis, Mr
Knowles, Mr
Lueas,Mr
Luckins, Mrs
Powell,Mrs
Ross, Dr
Smith,Mr
Smith,Ms
Stoney,Mr
Strong, Mr
Varty, Mrs
Wells, Dr
Wilding, Mrs
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Noes, 10
Eren, Mr (Teller)
Gould, Miss
Hogg,Mrs
~cLean, Mrs
Nardella, Mr

Nguyen,Mr
Power, Mr
Pullen, Mr
Theophanous, Mr
Walpole, Mr (Teller)

Amendment negatived.
Clause agreed to; clauses 7 and 8 agreed to.
Clause 9
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
13. Clause 9, page 8, after line 4, insert1/(5) The Parliamentary Committee must review the

operations of Audit Victoria after 5 years to
detennine whether Audit Victoria has fulfilled
its objectives and should continue to operate
as a statutory authority Or should become an
organisational unit within the Victorian
Auditor-General's Office".

Clause 9 is effectively a sunset clause. It gives a
period of five years during which time Audit
Victoria would remain in the structure established
under the act, and at the end of that five years there
would be a review by the Public Accounts and
Estimates Committee. I am not sure whether
Mr Forwood will still be the chairman of that
committee in five years time. He looks at me in
amazement. I hope it is neither of us, Mr Forwood. If
it is you in five years time you will have failed and if
it is me I will have failed.
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Hon. T. C. THEOPHANOUS - He does not get
consulted; he does not get listened to; and he does
not get told. After this set of changes he may be
consulted because if you can rely on a backflip you
can also rely on saying yes right from the beginning.
The opposition says, 'Slow down, this is not the
right environment to be thinking about the
privatisation of Audit Victoria'. It is a resource
which may be needed by Victorians after a period. It
would be a tragedy if the government privatised
Audit Victoria and an elected Labor government
had to reconstruct it in the future to provide an
independent auditing service for a future Parliament.
For that reason the opposition says this is a litmus
test and urges honourable members to vote for its
amendment. The opposition seeks from the
government an indication whether its intention to
privatise Audit Victoria in two years time is being
pursued. Further to that, we would like an
indication of whether that means the intention is to
privatise Audit Victoria before the next election or
after the next election.
Hon. R. M. HALLAM (Minister for Finance) The honourable member has the good grace to
acknowledge that there is something of a
tongue-in-cheek attitude about this, and he also
acknowledges that this is the anti-privatisation
amendment. That is exactly how I would describe it.
He would not be surprised to learn that that is
precisely the basis upon which we say on behalf of
the government that the amendment is unacceptable.

Clause 9 is important from the opposition's
standpoint. It does two things. First, it gives a
breathing space of five years by keeping Audit
Victoria in the structure envisaged by the act.
Second, it provides for a review after five years by
the Public Accounts and Estimates Committee. This
is an anti-privatisation provision. It provides an
opportunity for honourable members to vote against
the privatisation of Audit Victoria.

The government has no real concern about the
review suggested, because it would expect to have
Audit Victoria under constant review, but the
government does take issue with the notion that that
review should necessarily be deferred for five years
to give what the honourable member describes as
some breathing space to the organisation. We do not
believe there is a need for that breathing space. We
expect that Audit Victoria will be under constant
review.

Given that these amendments were put to the
coalition party room without reference to the fact
that the privatisation of Audit Victoria would be on
the agenda after two years, this is an opportunity for
honourable members to express a view about that
matter. The chairman of the parliamentary
committee was not consulted on audit matters - -

I might say as an aside that there is a slight irony in
this in another context, and that is that because
Audit Victoria becomes a functionary of the
government it is therefore subject to audit by the
Auditor-General. That is a slight twist on what has
been described thus far.

Hon. Pat Power - He is treated with contempt.

The government has no plans at all for the
privatisation of Audit Victoria. That is an issue that
will be determined in the future. There is, however,
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something of a dilemma confronting our opponents,
some of whom are saying that because of the
criticism of the Auditor-General Audit Victoria will
not be a qualified candidate for much of the public
sector audit work. If that were the case it would be
sad, because it would mean that the future of Audit
Victoria was very clouded indeed.
We regard Audit Victoria as a commercial
organisation and we would expect that its expertise
would not be restricted to the public sector and it
would market its wares to a much broader sector of
the community. On that basis the structure into
which it might evolve in the future is something we
will approach with a great deal of interest but with
no preconceived ideas.
Hon. T. C. THEOPHANOUS (Jika Jika) During the course of his contribution the minister
did not indicate whether he could give an assurance
that Audit Victoria would not be privatised prior to
the next election. I again invite him to consider that
question. I also find it rather strange, because I am
almost certain that there was a government
announcement or press release in which the notion
of privatisation in two years was mentioned. If it is
two years, that would probably take it to after the
next election. It is important that that be clarified. If
the minister is saying that no decision has been
made and two years does not apply, perhaps he
could give some assurance concerning the next
election.
Secondly, I did not say at the beginning that
amendment 13 is connected to amendment 14, but as
the minister has mentioned it it is worth my
mentioning it as well, to ensure that we do not have
to deal with it again. What the opposition seeks to
do in amendment 14 is take out paragraphs (c) and
(d). Essentially they would allow Audit Victoria to
provide audit services to persons other than
authorities within or outside Victoria or Australia.
While Audit Victoria is a public body, nobody
would suggest that the Auditor-General's Office
should perform audits outside Australia. No-one
would suggest that the Auditor-General should
perform work outside Victoria, let alone outside
Australia, in the private sphere.
Given that this is a government-owned business, the
notion that it will go off and seek to do business
internationally while still a government-owned
auditing company primarily doing audits for the
Auditor-General is bizarre in the extreme.
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I am happy to link these matters so that we can
divide just once on this issue. Amendment 16 would
provide Audit Victoria with powers under the
Borrowing and Investment Powers Act 1987. What
exactly does that mean? What is the opposition
creating here? Are we creating a monster that will be
able to go off-shore to borrow money in order to
expand and potentially put the state at risk of
significant exposure? The provision has been framed
to allow Audit Victoria the power to do all those
things - to provide audits outside Victoria and
outside Australia. I do not think that is done by a
public sector auditing firm anywhere else in the
world. While it is in government hands the focus of
Audit Victoria ought to be to audit the Victorian
public purse. Unfortunately paragraphs (c) and (d)
expand that ambit dramatically, and they also give
powers under the BorrOwing and Investment
Powers Act.
Amendment 16 makes the statement that the powers
under the Borrowing and Investment Powers Act
should not be exercised except with the specific
approval of the parliamentary committee and the
Auditor-General, which would at least put some
limit on Audit Victoria that would prevent it
becoming a monster and going off and borrowing
off-shore in order to expand.
The opposition is opposed to those paragraphs. I do
not know whether the minister can give any
assurances about future borrowing practices, but I
will be interested in his response to the central
question I asked him about an assurance that Audit
Victoria will not be privatised prior to the next
election.
The CHAIRMAN - Order! The Chair needs to
clarify that the committee is now dealing with
amendments 13, 14, 15 and 16.
Hon. T. C. THEOPHANOUS - Yes, although
amendment 15 has already been dealt with in a
different form.
Hon. R. M. HALLAM (Minister for Finance) - I
cannot give the honourable member the assurance
he seeks simply because it is something that will be
determined in the future. I repeat that no decision
has been made about the future of Audit Victoria.
The question of and the time scale for privatisation
were mentioned only in passing. One of the
comments made by the Premier at the time
confirmed that.

AUDIT (AMENDMENT) BILL

Tuesday, 9 December 1997

COUNCIL

I quote from the report of a press conference held by
the Premier on 28 October. On the principle of
privatisation, he said:
We may change our mind at the end of that but-

Davis, Mr P. R.
de Fegely, Mr

Varty, Mrs
Wells, Or

Forwood, Mr

Wilding, Mrs

Amendment negatived.

speaking of privatisation that is Our expectation. We will see how we go from
there.
Hon. T. C. Theophanous - 'Change our mind' at
the end of what?
Hon. R. M. HALLAM - I think he was talking
about the two-year period.
Hon. T. C. Theophanous - That suggests it will
not be done before the two-year period.
Hon. R. M. HALLAM - That is what it suggests,
but privatisation and the two-year period were
mentioned more as an aside than as a deliberate plan
of government. On that basis I am not prepared to
rule privatisation in or out before the next election. I
simply make the point again that Audit Victoria will
evolve in ways more extensive than could be
determined in advance by government edict.
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Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
17. Clause 9, page 9, line 7, omit "(1)".

Amendments 17, 18 and 19 deal with directives
provided by the minister. The opposition agrees
with proposed section 7EO), which states:
The Minister must not give directions to the Board
relating to the carrying out by Audit Victoria of an
audit of financial statements or a performance audit
under this or any other Act ...
The minister says the proviSion is the strength of the
legislation because it stipulates that the government
cannot influence an audit conducted by Audit
Victoria. The opposition's concern is that the bill will
provide a general power of direction, which is the
reason for amendment 18.

Nguyen,Mr
Power, Mr

If there is a power relationship established in which
the minister has the power to direct Audit Victoria it
is a recognition of who is the boss, who controls
Audit Victoria. Except for the restraint about the
conduct of audits, other directions can be given
about the way Audit Victoria operates, the amount
of funds allocated to particular audit functions, the
directions as to the use of resources and so on.
Amendment 19 omits proposed subsections (2) and

Hogg, Mrs (Teller)

Pullen, Mr

(3).

~cLean,

Theophanous, Mr
Walpole,Mr

Committee divided on amendment:

Ayes, 10
Eren, Mr
Gould, Miss (Teller)
Mrs
Nardella, Mr

Noes, 32
Asher, Ms
Ashman, Mr

Furletti, Mr

The opposition amendments will clarify that Audit
Victoria is subject only to the control of the board.
Most people would argue these are positive
proposals that ought to be supported.

Hallam,Mr

Atkinson, Mr

Hartigan, Mr

Baxter,Mr
Best, Mr (Tel/er)

Katsambanis, Mr

Birrell, Mr

Knowles,Mr
Lucas, Mr

Bishop, Mr
Boardman, Mr (Teller)

Luckins, Mrs
Powell, Mrs

Bowden, Mr

Ross, Dr

Brideson, Mr

Smith,Mr

Cover, Mr

Smith,Ms

Craige, Mr
Davis, Mr D. MeL.

Stoney, Mr
Strong, Mr

Hon. R. M. HALLAM (Minister for Finance) The net effect of amendments 17 to 20 is to remove
the ministerial limited power of direction from
proposed section 7E. I advise the committee that the
government thought about this carefully but
believes the balance achieved in the bill is
appropriate. It will give Audit Victoria absolute
independence in respect of audits, but at the same
time make it subject to transparent directions for
non-audit matters.
I am intrigued by the suggestion that Audit Victoria
should not be subject to controls. It is a novel
suggestion and is one that the government is not
prepared to countenance.
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The government has come to this position after a
rational process and the government believes the
balance in respect of ministerial power is
appropriate.
Hon. T. C. THEOPHANOUS (Jika Jika) - Does
the minister have any idea when and how this notice
in 'Writing would be used to give a direction to Audit
Victoria? I cannot think of an example where such a
direction would be used.
Hon. R. M. HALLAM (Minister for Finance) One matter that immediately springs to mind
concerns borrowing powers. Given that we expect to
send Audit Victoria into the real world of
competition, the government is cognisant of the
need to allow Audit Victoria to compete in the
marketplace.
Hon. T. C. Theophanous - You already have
that under the Borrowing and Investment Powers
Act.
Hon. R. M. HALLAM - The government is
saying that it is subject to ministerial direction.
Committee divided on omission (members in
favour vote no):
Ayes,32
Furletti,Mr
Hallam,Mr
Hartigan, Mr
Katsambanis, Mr
Knowles,Mr
Lucas, Mr
Luckins, Mrs
Powell,Mrs
Ross, Dr
Smith,Mr
Smith,Ms
Stoney, Mr
Strong, Mr
Varty, Mrs
Wells, Or
Wilding, Mrs

Asher, Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr
Best,Mr
Birrell, Mr
Bishop, Mr (Teller)
Boardman, Mr
Bowden, Mr (Teller)
Brideson, Mr
Cover,Mr
Craige, Mr
Davis, Mr O. McL
Oavis, Mr P. R
de Fegely, Mr
Forwood, Mr

Noes, 10
Eren,Mr
Gould, Miss
Hogg, Mrs
Mc Lean, Mrs (Teller)
Nardelia, Mr (Teller)

Amendznentnegatived.

Nguyen, :vIr
Power,Mr
Pullen,Mr
Theophanous, Mr
Walpole,Mr
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Hon. T. C. THEOPHANOUS (Jika Jika) - It may
be prudent for the committee to deal with
amendments 20 to 24 inclusive because they deal
with the appointment of the board of directors and
the way in which the board would operate.
Therefore, I move:
20. Clause 9, page 9, lines 26 and 27, omit "not less than
5 and not more than 8" and insert "the
Auditor-General and not less than 4 and not more
than 7 other".

Amendment 20 seeks to install the Auditor-General
as one of the members of the board. That would also
apply to amendments 20 and 21. He would be one of
the eight directors. Amendment 22 puts in place a
requirement - Hon. R. M. Hallam - Amendment 21 has a
different effect to what you just described.
Hon. T. C. THEOPHANOUS - Sorry.
Amendment 20 has the effect of installing the
Auditor-General as one of the eight directors.
Amendment 21 installs the parliamentary Public
Accounts and Estimates Committee as the
committee which is to consult with the
Auditor-General; it seeks to install the parliamentary
committee as one of the persons or groups which
makes recommendations about the appointment of
directors. It installs the Auditor-General as a director
and gives powers to the Public Accounts and
Estimates Committee to recommend the
appointment of directors.
Amendment 22 seeks to install a new subsection
whereby a person is not eligible to be appointed a
director if he or she is directly or indirectly
associated with an authorised person. That is a
crucial provision because it effectively means the
Auditor-General is required to appoint a group of
authorised persons who are then to conduct audits
of financial statements of the various government
agencies. If a person is appointed as an authorised
person - that is, that person is to audit a
government agency - Hon. R. M. Hallam - Only when contracted to
do so.
Hon. T. C. THEOPHANOUS - But the
appointment of an authorised person means that
person is deemed qualified to do that. You cannot be
both qualified to do audits in the private sector and
also be a director of Audit Victoria. That does not
make sense. It would be anti-competitive and it
would create a conflict of interest in the
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circumstances where Audit Victoria and a private
firm were competing for the same work. The
opposition believes the amendment is sensible.
Amendment 23 would have the effect of the
Governor in Council appointing the
Auditor-General as the chairperson of Audit
Victoria. That is in keeping with the earlier
amendment which puts the Auditor-General on the
board.
Amendment 24 is consequential and removes the
prescribed percentage of members of an accounting
body, and so on. Insufficient accountability
mechanisms have been provided. In particular, there
is no limitation on an authorised person being also
appointed a director. The minister may be able to
shed some light on this, although he is not in favour
of the Auditor-General being on the board of Audit
Victoria.
Hon. R. M. HALLAM (Minister for Finance) The amendments go to the fundamental issue
canvassed earlier in the debate - namely, the
purchaser-provider split. The opposition is seeking
to close the gap, this time via a slightly more ornate
process.
The arguments have been canvassed, but I put it
simply: the government does not accept the thrust of
amendments 20 and 23 because that would put the
Auditor-General on the board of Audit Victoria. We
want Audit Victoria to be an independent and
commercial organisation.
I hope Mr Theophanous would not suggest that the
Auditor-General seek a position on the board of
KPMG; that is the sort of equivalent he is suggesting.
It is underscoring the fact that the opposition is not
prepared to accept the fundamental distinction
between purchaser and prOvider, and we are simply
going around and around that issue.
For instance, amendment 21 requires that it be a
committee of the Parliament rather than the minister
that consults with the Auditor-General in respect of
appointments to the board of Audit Victoria. I make
the point again that Audit Victoria has no direct
connection with Parliament. It is meant to be an
independent organisation and on that basis has a
closer contact with the executive rather than
Parliament - and I do not apologise for that. Again,
we are going back to the same sort of issue that we
canvassed earlier.
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The government does not accept the thrust of
proposed amendments 22 and 24, which are directed
at the resolution of conflict. We do not accept that
conflict need arise, or if it does, proposed section 7L
provides a mechanism to ensure that it does not
impact on the decisions of the body. I make the point
that proposed section 7F(2) requires that directors
cannot be appointed if they have a direct or indirect
connection with an authorised person, and we are
opposing this on the basis that it would be
unworkable.
In any event, let us go back to square one. To the
extent that Mr Theophanous is concerned about
conflict of interest, at the end of the day it shall be
the Auditor-General who determines the question of
conflict of interest because it is he and he alone who
will determine the question of the contracting; and if
he determines that there is a conflict of interest that
he is not prepared to accept, that will be reflected in
the decision he makes in respect of the letting of the
contract. We are talking about issues at the margin.
If we are not prepared to accept that the policy
decision relates to a split in respect of purchaser and
provider we will be here this time tomorrow, still
talking these issues through. I believe the issues here
have been canvassed.

Hon. T. C. THEOPHANOUS (Jika Jika) - I
accept that the issue of control of Audit Victoria by
the Auditor-General has been canvassed and that
these amendments seek to place the Auditor-General
directly into Audit Victoria. I accept that, but I do
not accept the argument of the purchaser-provider
split; that has been concocted by the government for
its own purposes.
The conflict of interest question canvassed in regard
to amendment 22 disturbs me because it is a
different and separate issue. I hope the minister
would not suggest that KPMG would be happy to
have on its board a member from Arthur Andersen
or one of the other firms. It would not be happy
about that, and it would quickly say, 'There is a
conflict of interest. You are not entitled to be on our
board if you are on the board of another one of the
big six'. All we are asking is why the government
will not extend the same proviSion to Audit Victoria
by specifying that a person ought not be appointed
as a director if he also wants to be appointed as an
authorised person.
Hon. R. M. Hallam - But you wanted the
Auditor-General to be a director of Audit Victoria.
Isn't that precisely the same issue? We are going
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back around the same mulberry bush, and you've
not accepted. the first proposition.

Hon. R. M. HALLAM - I am saying after
consultation with the Auditor-General.

Hon. T. C. THEOPHANOUS -It is not the same
issue at all because, unlike the government, the
opposition puts the Auditor-General in a different
category compared with the way the government
sees him. We have had that argument. Using the
minister's own terms, this is about the establishment
of a private company or a statutory authority that is
at arm's length from both the Auditor-General and
the government. The opposition is saying that the
board of that company should not have on it people
who are also conducting audits for one of the big six.
The minister is suggesting there is no problem with
that.

Hon. T. C. Theophanous - You said 'by
agreement'. There is a very big difference between
the two terms.

Hon. R. M. Hallam - I am not suggesting that.
You are actually arguing for the Auditor-General to
be on the board of Audit Victoria.
Hon. T. C. THEOPHANOUS - I am happy to
deal with this separately, but if the minister is
insisting on not dealing with it separately, we can go
through the argument on the Auditor-General first
and then come to this argument and deal with it
separately. The point is that, in the minister's own
terms, Audit Victoria is meant to be separate from
the Auditor-General. That is what the minister is
suggesting. It will be owned by the government
initially and involved in the bidding process. Isn't it
reasonable to say that the members of the board of
that company ought not to be people who are on the
boards of other private sector accounting
companies - their competitors - because of the
obvious conflict of interest that involves? That is not
an unreasonable question.
The minister can resolve this question, and then we
can move on, by simply giving an undertaking to the
committee that people who are authorised persons
will not be appointed to the board of Audit Victoria.
It is a fairly simple proposition. It means not having
on the board of Audit Victoria people who have a
conflict of interest.
Hon. R. M. HALLAM (Minister for Finance) - I
can give the committee this explanation. The
question of appointments to Audit Victoria will be
on agreement with the Auditor-General. That is the
process we visualise.
Hon. T. C. Theophanous - That's not true. Are
you saying by agreement with the Auditor-General?

Hon. R. M. HALLAM - All right then, after
consultation with the Auditor-General. If the
unspeakable circumstance existed in which an
inappropriate appointment of a director of Audit
Victoria was effected against the recommendation of
the Auditor-General, wouldn't the Auditor-General
actually have the last laugh by simply deciding that
because of his assessment of conflict of interest,
Audit Victoria was not to be awarded the tender?
The notion that this will all be done behind some
closed. door and then inflicted on the
Auditor-General is nonsense because at the end of
the process it is all dependent on a tender awarded
by the Auditor-General. The opposition is jumping
at shadows.
Hon. D. A. NARDELLA (Melbourne North) The minister has really not responded to the
scenario the opposition put to him that a person who
is also a partner or another authorised person as
described in the definitions of the bill can be
appointed as a director of Audit Victoria without the
agreement of the Auditor-General. That is where the
conflict arises and the opposition is concerned about
it. The second issue is that in privatising and
flogging off Audit Victoria there could be a raft of
authorised persons from, say, KPMG, which is the
government's favoured company to take over Audit
Victoria. What would happen if the Ken Spencers of
the world or the directors of Crown Casino were
appointed to the board of Audit Victoria in a bid to
take it over through a privatisation process?
Again, that is of concern to members of the
opposition. It would be absolutely inappropriate for
the directors of an authorised company to also be
directors of Audit Victoria, because they would
know the exact financial position of Audit Victoria
and could then report back to their particular
company on that, be that company KPMG or any of
the other five of the big six. Rather than enabling
Audit Victoria to compete on equal terms, that
would put it in a disadvantageous position
compared with the big six accountancy firms.

If the government does not accept the amendment, a
minister, even after consulting the Auditor-General,
could appoint a person from a competitor
organisation. That would be unacceptable to the
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opposition. If the minister is prepared to tell the
house that that will not occur and that a competitor
will not get inside information through having a
position on the board, the opposition will accept
that. In any other circumstance that would be a
minimalist position that would be required by any
reasonable person.
Hon. R. M. HALLAM (Minister for Finance) - I
am prepared to give this commitment: I, as minister,
have no intention of appointing as directors of Audit
Victoria principals from the other big six accounting
firms. It would be illogical to do so. However, I
repeat that the best mechanism to ensure that any
conflict of interest is minimised is the one requiring
that there be consultation with the Auditor-General.
Hon. Pat Power - But not agreement.
Hon. R. M. HALLAM - No, that there be
consultation with the Auditor-General, and that
would capture it in the first instance. If Audit
Victoria is to be commercially viable, I presume it
would expect to win business from the
Auditor-General. If the Auditor-General says, 'No, I
cannot appoint you because of a conflict of interest',
I would have thought that would finish it once and
for all.
I think we are jumping at shadows. In any event, to
allow the committee to move on I give the
commitment as the minister involved that no
appointments to Audit Victoria will be drawn from
the prindpals of the other six accounting firms.
Amendment negatived.
Hon. T. C. THEOPHANOUS Uika Jika) Amendment 26 really is - The CHAIRMAN - Order! Amendment 26 has
already been tested by amendment 22.
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Victoria. While the organisation is in government
hands I would not expect the minister to
countenance a director nOminating for those
positions. The minister may be aware that the act
does not allow the Auditor-General, for instance, to
nominate as a candidate for election and still retain
his position.
An honourable member interjected.
Hon. T. C. THEOPHANOUS - No, the
Auditor-General cannot nominate for election as a
member of the Assembly or the Council of this or
any other Parliament and still retain his pOSition.
This could be dealt with by the minister giving an
assurance that he would not want a member of the
board of a government-owned Audit Victoria
seeking to be a candidate for election to the
Legislative Assembly or the Legislative Councilor even the federal Parliament. Will the minister give
an assurance that under those circumstances he
would not think it desirable for that person to
continue as a director of a government-owned Audit
Victoria?
Hon. R. M. HALLAM (Minister for Finance) We see the suggested amendment as excessive and
wmecessary. After taking advice on the matter, we
believe that that person would be ineligible to stand
for election to the commonwealth Parliament as his
office would be considered an office of profit under
the Crown. Therefore, of itself the nomination would
knock out his appointment as a member of the
board. We would expect that a director who
nominated as a candidate for election to the
Legislative Assembly or the Legislative Council or a
munidpal council would stand down as a matter of
course.
Amendment negatived.
Hon. T. C. THEOPHANOUS Uika Jika) - I move:

Hon. T. C. THEOPHANOUS - Yes, it is similar,
and it has already been canvassed. I move:
25. Clause 9, page 11, after line 6, insert";or
(c)

is nominated as a candidate for election as a
member of the Legislative Assembly or
Legislative Council or of the Parliament of the
Commonwealth or of another State or
Territory or of a municipal council".

Amendment 25, which seeks to include
paragraph (c), concerns the directors of Audit

27. Clause 9, page 14, line 17, after "Board" insert "but
the rate of annual remuneration of the chief
executive officer must not exceed the rate of the
annual remuneration of the Auditor-General".

This is an interesting amendment. Essentially it
seeks to keep the government honest in its running
of Audit Victoria. We never want to see the creation
of another Four Million Dollar Man, as occurred
with the chief executive of Tabcorp, who was
appointed on a package worth about $4 million.
Hon. D. A. Nardella - $8 million.
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Hon. T. C. THEOPHANOUS - It started off as
$4 million but it finished up being $8 million - and
it is considerably higher than that now. Ross Wilson
has now earned well over $10 million from his
association with Tabcorp. It was not a bad
appointment for a person whose performance in
South Australia could be described as fairly ordinary
by any standards.
This amendment seeks to limit the annual
remuneration, at least while Audit Victoria remains
in government hands. It ought to limit the
remuneration of the chief executive officer so that it
does not exceed the rate of the annual remuneration
of the Auditor-General. It is a reasonable proposal
because the Auditor-General is, after ali, the senior
person responsible for the audits, and the audits are
provided to him by Audit Victoria. The opposition
argues that it is reasonable for the CEO to receive a
salary no greater than that of the Auditor-General
while the government owns Audit Victoria, and it
would prevent the creation of a circumstance such as
that relating to Ross Wilson. Incidentally, that is one
of the few things that AIan Stockdale has been
prepared to admit was a mistake by the government.
This amendment would, one hopes, prevent that
mistake from being repeated.
Hon. R. M. HALLAM (Minister for Finance) The government does not support the amendment. I
do not take up the invitation to respond in respect of
Ross Wilson but I certainly could on another
occasion. I simply say that the government does not
see the need for any restrictions to be placed on
Audit Victoria. A deliberate decision has been taken
to direct Audit Victoria in terms of its competitive
position in the marketplace, but the government
does not believe it is appropriate to start putting
restrictions on how it might operate, particularly in
this context.
Hon. T. C. THEOPHANOUS (Jika Jika) - The
opposition is concerned that the minister is not
prepared to give any assurance about the salary
level of the chief executive of Audit Victoria, even as
other salary packages offered to chief executives of
departments or other government bodies. The
opposition may therefore have to force the issue to a
vote.
Hon. D. A. NARDELLA (Melbourne North) The Auditor-General is currently in control of the
people who will be transferred over to Audit
Victoria. I do not know what salary he is paid but it
would be an appropriate amount. If the salary of the
CEO of Audit Victoria is much greater than that of
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the Auditor-General the message is sent that the
worth of the Auditor-General is lower than that of
the CEO of Audit Victoria. Certainly if the salary of
the CEO of Audit Victoria is to be comparable with
salaries in other government departments it should
be comparable with what the current
Auditor-General is being paid.
Hon. R. M. HaIlam - How do you know that?
You just said you don't know how much he is paid.
Hon. D. A. NARDELLA - I don't, but if that
assurance is given the government can make the
appropriate arrangement. I do not want to know
and I have no interest in working out what salary
the Auditor-General receives, but I do understand
that if he is paid a certain amount and the CEO of
Audit Victoria is paid double the amount with a
bonus or other inducements it sends a clear message
to the Auditor-General of what this government
believes will be the position of the Auditor-General
in the future.
Hon. PAT POWER (Jika Jika) Mr Theophanous advised the minister that the

opposition would see a need to call for a division on
this issue unless the minister found it possible to
give us and, more importantly, the community some
general - not even particular - assurances. It is
reasonable for people in this chamber to observe that
there is Significant community concern about the
remuneration that is offered to particular chief
executive officers who have been charged with the
management of what might be described as delicate
political strategies. Mr Theophanous indicated that if
the minister believes the words in the proposed
amendment are too prescriptive a general assurance
would perhaps allow the opposition not to see a
need to call for a division. However, Hansard will
show that the minister responded by saying that the
government was not prepared to pu t any restrictions
in place. That is quite clearly saying to
Mr Theophanous's amendment, (a) we reject it; (b)
we are not prepared to give any parenthood
undertaking; and (c) the board can pay its chief
executive officer whatever it sees fit and we don't
see that we have an obligation to provide any advice
or riding instructions at all.
At almost 20 minutes to 5.00 a.m. I do not want
another division; but if the minister rejects
Mr Theophanous's invitation and indicates at the
same time that so far as the government is concerned
it will be open slather in relation to what the CEO is
remunerated, I will support the call for a division.
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Hon. R. M. HALLAM (Minister for Finance) - I
understand the opposition's intention to call for a
division unless I am able to give a commitment in
advance in respect of the salary package of the
newly appointed CEO of Audit Victoria. I am unable
to do that. Quite properly, the issue of the
appointment and remuneration of the CEO should
be determined by the board of Audit Victoria. Audit
Victoria has not yet been established, much less its
directors appointed, but already the members of the
opposition are inviting me to determine in advance
of what the - Hon. Pat Power - You are responding that you
will place no restrictions on it. Don't put it on us.
You have announced that there will be no
restrictions.
Hon. R. M. HALLAM - All I say is that in the
government's view it would be quite
inappropriate - in fact improper - to determine in
advance what the salary package of the chief
executive should be. It shall be a decision
determined by the board, as is its proper function.
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Clause 10
The CHAIRMAN - Order! Amendment 28 will
test amendments 28 to 33.
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
28. Clause 10, lines 23 to 25, omit "must ensure that, for
each authority, there is a person or firm who is
appointed" and insert "may, for each authority,
appoint himself or herself or a person or firm".

Amendment 28 is essentially about the
Auditor-General giving himself power to conduct
audits. That has been canvassed. Amendment 29
allows the Auditor-General to reappoint authorised
persons. Again those issues have been canvassed.
Amendment 30 is about the Auditor-General
appointing himself or herself or a person or firm.
Again that has been canvassed and was lost. The
same applies to amendment 31. Amendment 32
inserts an officer of the Victorian Auditor-General's
Office or another person or firm, and that has been
canvassed. Amendment 33 is precisely the same
thing. The issue involved in the amendments has
already been canvassed and divided on.

Committee divided on amendment:
Amendment negatived; clause agreed to.
Ayes, 8
(Teller)
Power,Mr
Pullen, Mr
Theophanous, Mr
Walpole,Mr

Gould,Miss
Hogg,Mrs
Nardella, Mr
Nguyen, Mr (Teller)

Noes, 30
Asher, Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr
Best,Mr
Birrell, Mr
Bishop,Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr (Teller)
Cover, Mr
Davis, Mr D. MeL.
Davis, Mr P. R.
de Fegely, Mr
Forwood,Mr

Amendment negatived.
Oause agreed to.

Hallarn, Mr
Hartigan, Mr
Katsambanis, Mr
Knowles,Mr
Lueas, Mr
Lucl<ins, Mrs
Powell, Mrs (Teller)
Ross, Or
Smith,Mr
Smith, Ms
Stoney,Mr
Strong, Mr
Varty,Mrs
Wells, Or
Wilding, Mrs

Oausell
The CHAIRMAN - Order! I ask
Mr Theophanous to move amendment 34, advise the
committee what he believes the amendment tests
and perhaps canvass other amendments.
Hon. T. C. THEOPHANOUS (Jika Jika) - The
major issue the opposition wants to draw to the
attention of the committee in this set of amendments
relates to amendment 37, which seeks to remove the
words 'after the day on which the financial
statements were received by the authorised person
for auditing'. It is suggested that the committee
should deal with amendments 35 and 36 before
going to amendment 37, on which the opposition
will probably call for a division. I move:
34. Clause 11, lines 20 and 21, omit lithe
Auditor-General or".
35. Clause 11, line 30, after "authority" insert "or an
officer of the Victorian Auditor-General's Office".

Amendments negatived; clause agreed to.
OauseU
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
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36. Clause 12, line 7, omit "audit of the financial
statements" and insert "financial audit".

The amendment has already been tested.
~endznentnegatived.

Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
37. Clause 12, lines 17 to 19, omit "after the day on
which the financial statements were received by
the authorised person for auditing".

This is a matter of some concern to the opposition
because the provision makes the legislation
unworkable. The amendment addresses what the
opp~sition sees as a flaw in the legislation. Proposed
sections 9 and 9A place Wtrealistic time lines on the
audit process. Clause 12 inserts new sections that
place a three-week time line on a contractor for the
completion of a financial audit. Proposed
section 9(2) provides:
The report-

of an authorised personmust be made within 3 weeks after the day on which
the financial statements were received by the
authorised person for auditing.

The authorised person will get the financial
statements from an agency and within three weeks
that person must report under proposed section 9(1)
to the Auditor-General. If proposed section 9A(1) is
correct the Auditor-General then has one week to
assess the work of the authorised person. I do not
~ow ~heth~r the minister is aware of how many
finanaal audits there are or what the time frame is
for when they come in, but I am informed that about
500 financial audits come in within the space of a
month at the end of the financial year.
Hon. R. M. Hallam - In fact you should expect
that because they are required to report within a
stipulated time.
Hon. T. C. THEOPHANOUS - They are
required to report within three weeks, so we have a
pote~tial s~tuatio~ ofy:~e Auditor-General having
::>00 finanCIal audlts SIttIng on his desk and only one
week in which to sign them off. Not onlv does he
have only one week to sign them off but he also has
no flexibility about exceeding the week.
Hon. R. M. Hallam - That is not quite true.

Tuesday, 9 December 1997

Hon. T. C. THEOPHANOUS - I am sure the
minister will explain his interpretation to the
committee.
~on. R. M. Hallam - There are reports being
recelved by Parliament that indicate that time lines
have not been met. He is required to report under
the provisions of the act.

Hon. T. C. THEOPHANOUS - Under the bill
the ~uditor-General is required to report to
Parliament within four weeks - effectively within a
w~k of rec~iving the reports - from the day on
which ~e financial statement is received by the
authonsed person of the authority, the minister
responsible for the authority and the minister
administering the section. Worse still, the bill
provides that before making the report - this is all
within a week - under proposed section 9A the
Auditor-General may require the authorised person
who made the report to make a further report.
Hon. R. M. Hallam - Yes.
Hon. T. C. THEOPHANOUS - The
Auditor-General may exercise powers under
section 11 to obtain such information as he thinks fit.
I remind members of the committee that those
p~wers under section 11 are investigating powers. It
IS lmportant to see what those powers are,
MrForwood.
Hon. Bill Forwood - Do you think I do not
know what they are?
. Hon. R. ~. Hallam - He can quote them to you
Wlthout looking at the legislation.
Hon. T. C. THEOPHANOUS - I do not think he
could, but for his information they include:
... may examine upon oath ... all persons he or she
thinks fit to examine relating to all matters and things
necessary ...

There is a whole range of powers, which include
investigatory powers to bring people in under oath
and so forth. The Auditor-General is supposed to do
all this within a week.
Hon. Pat Power interjected.
.Hon. T. C. THEOPHANOUS - For 500 reports.
It IS absurd. I am reliably informed that in other
jurisdictions auditors-general have periods more
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akin to two months than one week in which to sign
off reports.
Hon. R. M. Hallam interjected.
Hon. T. C. THEOPHANOUS - The minister
says 'More fool them'. The fact is that the
Auditor-General is required to sign the reports
within a week. In his report on ministerial portfolios
the Auditor-General highlighted the type of
assessment that needs to be undertaken when
assessing the work of contractors. He states that the
Auditor-General should ensure that contractors
maintain appropriate quality standards and ensure
that the reports address the key financial reporting
and management issues, identify issues that arise
from individual audits and that have an impact on
other government agencies, and ensure that
significant and common financial management and
accountability issues are brought to the attention of
Parliament, ministers and central and individual
agencies.
Because there is a 30 June deadline for public sector
agencies the Auditor-General will be inundated with
reports from contractors at a specific time of the
year. The Auditor-General needs only one thing to
get through all the reports - a dirty, big rubber
stamp that he can keep banging and banging
500 times so he can send them off within a week. It is
a very sad state of affairs if that is the government's
idea of how the Auditor-General has not been
nobbled.
It is impossible for the Auditor-General to assess the
contractor reports he receives at this time of the year
within one week unless he rubber-stamps them. He
cannot use his powers under section 11, which
Mr Forwood keeps telling us about. It should also be
remembered that for the first time those contractors
will be undertaking the financial audit of major
government departments, key statutory authorities
such as the Victorian Workcover Authority, the
Treasury Corporation of Victoria, the Department of
Premier and Cabinet and the Education Department.
These are massive financial audits. The minister
keeps saying yep as though it does not matter.
The watchdog will become a lap-dog with a dirty
big rubber stamp. There will be no time for the
Auditor-General to assess the audits. The time frame
undermines the integrity of the public sector audit
process. No other state has such a ridiculously tight
time frame. In New South Wales the
Auditor-General has 10 weeks to issue an opinion
after he receives the accounts of statutory
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authorities. In Western Australia the
Auditor-General has five months after receiving the
accounts. The opposition is not suggesting Victoria
should move to five months; it is suggesting the
Auditor-General have four weeks, which is what he
has now. That is what the opposition's amendment
seeks to do. The government, by stealth, is reducing
the Auditor-General's time to assess those audits to
one week whereas the current legislation gives him
four weeks. The opposition is concerned about the
backdoor nobbling of the Auditor-General so that he
will not have the time to assess those audits.
I understand the government may say the legislation
imposes no penalties, but the committee should
understand the Auditor-General is required to sign
these reports within a week. It is not a matter of
having an option - he is required to do that under
the legislation. On occasions he may not be able to
meet the deadline, in which case I am reliably
informed that although no penalties are imposed a
general penalty provision in the act effectively
means the Auditor-General can be suspended from
office. Section 5(2) of the Audit Act states:
The Auditor-General may be suspended from office by
the Governor in Council, but must not be removed
from office except in accordance with this Act.

If the Auditor-General has not abided by the
requirements of the act it is a ground for removing
the Auditor-General. Section 5(3) states:
The Minister must cause to be laid before each House
of the Parliament a full statement of the grounds of any
suspension of the Auditor-General within 7 sitting days
of the House.

There could potentially be a circumstance where the
poor old Auditor-General is given a week to assess
the audits - the minister may even provide him
with a big rubber stamp. Knowing what a principled
person Mr Baragwanath is, I am sure he would not
be prepared to use that rubber stamp. Instead, he
would want to do the job properly. That would lead
to the government having the capacity to issue
disciplinary proceedings against the
Auditor-General by suspending him and then using
both houses of Parliament to remove him on the
basis that he was not abiding by the requirements of
the Audit Act in signing so many audits within a
week. On that basis the opposition indicates its
concern about this important restriction on the
Auditor-General and urges the government to
accept the amendment.
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Hon. R. M. HALLAM (Minister for Finance) - I
will say this much for Mr Theophanous: he does
really well; he has a very fertile imagination. To run
the gauntlet as he did at 5.05 a.m. defies description.
Hon. T. C. Theophanous - Is that a compliment?
Hon. R. M. HALLAM - It is a compliment. I
make the point that nothing is being done by stealth.
For what it is worth, Mr Theophanous, in the
detailed response provided by the Auditor-General
to the Audit (Amendment) Bill there was no
comment about the timing factor. You have brought
a criticism that the Auditor-General did not see as
necessary.
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Hon. T. C. Theophanous - The opposition is not
supporting that.
Hon. R. M. HALLAM - Somewhere you have to
draw a line between the merit of the report and its
timeliness. There is not much point in having the
most intricate and detailed audit report if it arrives
too late for real value to be gained.
Hon. T. C. Theophanous - The opposition is
saying three weeks.
Hon. R. M. HALLAM - Effectively, it is saying
seven weeks.
Hon. T. C. Theophanous - An extra three weeks.

Hon. T. C. Theophanous - We found a lot of
things.
Hon. R. M. HALLAM - The reason is found in
the fact the time frame has not changed from that
which applies now, except that three weeks of the
currently provided four weeks shall relate to the
authorised person - that is, the person doing the
audit process - and the final week shall relate to the
formalities required of the Auditor-General.
Some of the issues the honourable member brings to
the committee could be countenanced but for one
thing: the assumption that he seems to rely on, that
the Auditor-General will not see the report until it is
received from the authorised person; in other words,
he shall have it for the first time in the week he is
now required to formally respond. Of course, that is
nonsensical. The notion that the Auditor-General
will sit in a room somewhere waiting for the reports
to lob on his desk went out with lace-up boots.
We now have an accepted concept of continuing
auditing so that the audit process is running
12 months of the year and the Auditor-General shall
be involved in that for 12 months of the year, at least
in terms of supervision. It would be unthinkable that
a report would come to him as a swprise after three
weeks into the reporting process. The honourable
member is again jumping at shadows to the extent
that the time frame for the Auditor-General to report
has not been changed. All the government has done
is allocate the time for the process of the first report,
with the Auditor-General then reporting on that
report. Remember this, Mr Theophanous: if you
want to run the line that we should give the
Auditor-General another month, you may also ask
why we don't go to the five months that is offered in
Western Australia.

Hon. R. M. HALLAM - The opposition is saying
seven weeks and the government is saying we
should retain the four weeks that is currently
provided. The difference is that the first three weeks
shall be formally allocated to the preparation of the
report conducted by the authorised person actually
doing the audit.
The notion that that should then lob on the
Auditor-General's desk unannounced illustrates that
the honourable member misunderstands the audit
process because that is so far removed from the real
world that it is almost laughable.
I say to the honourable member that this does not
impose any greater challenge on the
Auditor-General than currently exists. The
Auditor-General will tell him that the four-week
reporting period he now has is very tough but he
accepts it on the basis that the report has to be
timely. That means that he has to have his office
organised in exactly the same way as do the BHPs of
the world. They meet exactly the same time lines.
Those companies might be more expansive and
complicated than the examples the committee was
given of education and so on, so if they can organise
themselves to get an audited report in within the
time lines I do not see why the auditor in the public
sector should be under any less stringent standards.
The Auditor-General will acknowledge that the time
lines imposed in the public sector should be exactly
those expected of the audit standards out in the real
world.
Hon. T. C. THEOPHANOUS (Jika Jika) - I find
this quite extraordinary. The government has caused
this problem.
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Hon. R. M. Hallam - What problem?
Hon. T. C. THEOPHANOUS - The government
has caused the problem by creating Audit Victoria
and the contracting-out process and then saying,
'We don't want to expand it to seven weeks because
it is currently four weeks'. It is currently four weeks
and it could have stayed at four weeks if the
government had not brought the legislation before
the house.
Hon. R. M. Hallam - I acknowledge that.
Hon. T. C. THEOPHANOUS - I am glad.
However, the legislation is before the house and the
government is using the crazy argument that the
Auditor-General is somehow going to know what is
happening with all the contractors that are running
around government departments producing
financial audits. The reality is that 500 audits will lob
on his desk and the full three weeks will be taken up
assessing those 500 audits. They will all come in at
or near enough to the same time and he will finish
up getting a week to process them. That is what will
happen.
If the government is saying it did this deliberately, it
makes me even more suspicious about its motives. I
believe the Auditor-General will be very concerned
about this proposal when the full implications of
what it means come home to him.
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I expect that when the issue is brought to his
attention he will make his concerns known to the
government. It is another practical example of the
way the Auditor-General is being nobbled.
Hon. D. A. NARDELLA (Melbourne North) - I
agree with Mr Theophanous. It is unrealistic to
expect any person who is given the limited resources
provided to the Auditor-General under the bill to
carry out the task of supervising up to 500 reports the minister does not deny that estimate - to ensure
they are accurate and that the contracts have been
fulfilled by contractors, who will now undertake
100 per cent of the work. I would find it impossible
to supervise that number of contracts and give an
assurance to Parliament that the reports were a true
and accurate reflection of the books at that time.
It is of concern to the opposition that there is a major
flaw in the legislation. If the Auditor-General
becomes aware that the provision will have that
effect on his performance he will have additional
problems with the bill. The opposition's amendment
should be supported to make the legislation
workable because the opposition has received advice
that clause 12 will make the audit process
unworkable for the Auditor-General.
Committee divided on omission (members in
favour vote no):

Ayes, 30
Hon. R. M. Hallam - He will be even more
concerned to learn that you expect he cannot meet
the standards that are met by auditors out in the real
world.
Hon. T. C. THEOPHANOUS - There is no
auditor anywhere in Australia or New Zealand who
gets one week to process financial audits.
Hon. R. M. Hallam - He is getting four weeks.
Hon. T. C. THEOPHANOUS - The minister is
misleading the house because the Auditor-General
will get one week - the minister has already agreed
that the first three weeks will be taken up, under
proposed section 9(2), by the production of a report
by the authorised person. Effectively the
Auditor-General gets one week. There is no auditor
anywhere, private or public, who gets one week to
examine financial audits of organisations.
The opposition is very concerned that this will lead
to a nobbling of the Auditor-General and believes
the Auditor-General will agree with it on this point.
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Amendment negatived.
Clause agreed to; clauses 13 to 15 agreed to.
Clause 16
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
39. Clause 16, after line 18, insert"(lA)
The Auditor-General may undertake such
further work as he or she thinks fit and
prepare a report.".
Amendment 38 has already been tested. The
purpose of amendment 39 is to make absolutely
clear in the body of the bill the meaning of the words
the Premier used in his second-reading speech when
he said:
The Auditor-General will ... undertake such further
work as he or she thinks fit, and prepare a report.
The amendment would clarify what has already
been said a number of times; but including the
words in the legislation would put the matter
beyond doubt. Given the hour, if the minister were
prepared to say that the government stands by the
words in the second-reading speech, we could
probably move on.
Hon. R. M. HALLAM (Minister for Finance) - I
am relaxed about saying that the government stands
by the words used in the second-reading speech. If
that puts the issue beyond doubt, I am pleased. We
think there is no need to include the suggested
terminology in the legislation. The same is
understood in the terms outlined in the
second-reading speech.
Amendment negatived; clause agreed to.
Clause 17
Hon. T. C. THEOPHANOUS Gika Jika) - I move:
40. Clause 17, page 25, line 24, after "that" insert
"significantly" .
Again, some clarification would probably do. The
concern is that proposed new section 16(5B) says:
If the audit was conducted by Audit Victoria, the

Audit-General must not include in a report under
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sub-section (SA) any matter that varies the report of
Audit Victoria unless the Auditor-General ...
It then goes on. We think that is restrictive. If there
were a minor variation such as a typographical
change, a literal translation of the proposed new
section would mean that the Auditor-General would
have to give a copy of the report to the relevant
authority at least 14 days before the transmission of
the copy under proposed new section 16(5A).
Proposed new section 16(5A)(b) talks about
including:
.. , in the report the comments, or a summary in an
agreed fonn, of the comments, (if any) of the authority.
We are concerned that the process could be
cumbersome, particularly if minor alterations were
being made by agreement with the contractor. That
is the reason for the suggested inclusion of the word
'significantly'; but again, the minister may want to
clarify his thinking on the issue.
Hon. R. M. HALLAM (Minister for Finance) - I
acknowledge that the honourable member outlined
a circumstance that would be impractical. We want
the system to work, and I hope we can find a way to
ensure it does. We are not convinced that the
suggested solution is appropriate, because the
inclusion of the word 'significantly' would simply
add another subjective factor.
Hon. T. C. Theophanous - You did not mind
adding it in the Workcover legislation by including
'significant contributing factor'.
Hon. R. M. HALLAM - The government is not
convinced that that is the way through the problem.
I give the committee a commitment that the
government will watch the operation of the
provision carefully. If the legislation proves to be
impractical, we will look for a solution. I do not
want to be pedantic, because the government wants
it to work, but I am not sure that inserting the word
'significantly' will solve the problem. I am advised
that a variation would not include typographical or
similar errors.
Amendment negatived; clause agreed to.
Clause 18
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
42. Clause 18, page 27, line 4, omit "authority" and

insert "Auditor-General".
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I advise the committee that amendments 41 and 42
have been dealt with. In moving amendment 43 I
will canvass amendments 44 to 50. The amendments
would change the reporting process. Amendment 42
would ensure that a copy of the audit report went to
the Auditor-General, as occurs with financial audits.
It would establish a process for performance audits
similar to that which applies to financial audits.
Amendment 43 proposes to omit proposed
subsections (5) and (SA), which refer to copies of a
report being given to the authority and to the report
being dealt with in a specified time.
Under proposed new section 16(5B), after receiving a
report from an authorised person the
Auditor-General may require that person to provide
a further report or may exercise powers under
section 11 to obtain further information as he or she
sees fit. Amendment 45 would insert proposed new
subparagraph (c) to ensure the process is similar to
that which applies to financial audits.
I do not know the rationale for the government's
decision not to use the same process for performance
audits and financial audits. Perhaps the minister can
explain to the committee the reason for the
difference. Amendments 46 to 50 are consequential
on earlier amendments. They would ensure that the
Auditor-General was given the report and was
responsible for presenting it to Parliament.
Hon. BILL FORWOOD (Templestowe) - The
principle is exactly the same as the principle behind
financial audits. A performance audit will go to
tender, and once the audit is completed the
Auditor-General will satisfy himself that it has met
the specifications. He will then report to Parliament
in exactly the same way he does with a financial
audit.
Hon. T. C. THEOPHANOUS (Jika Jika) - The
Auditor-General will not receive the performance
audit. The report will go to the authority, not to the
Auditor-General.
Hon. BILL FORWOOD (Templestowe) - The
report will end up with the Auditor-General after it
has been through the process. The audit entity that
wins the tender will finalise the process with the
department and then report to the Auditor-General,
who in turn will satisfy himself that it meets the
specifications of the tender before reporting to
Parliament. If the Auditor-General decides to make
any changes he may talk to the department about
them, but the principles will be identical to those
involved in the conduct of financial audits.
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Hon. T. C. THEOPHANOUS (Jika Jika) - I again
put on the record the opposition's belief that the
process is designed to nobble the Auditor-General's
input in a number of ways. The Auditor-General
will not receive a copy of the initial report until
exchanges have taken place between the agency and
the contractor. The agency will be given an
opportunity to respond without the Auditor-General
seeing the report. When the report is finally
presented to the Auditor-General he will have seven
days in which to deal with it. He will be required to
cause a copy of it to be issued to each house of
Parliament within seven sitting days of the making
of the report. That will not mean the
Auditor-General will prepare his own report; it will
simply cause the performance audit to be tabled in
Parliament.
Perhaps there is some power enabling the
Auditor-General to prepare a report on a report, but
the fact that the Auditor-General will not get a copy
of the performance audit at the point at which it is
given to the agency is a serious deficiency. He will
not know what is going on until matters have
presumably been sorted out between the agency and
the contractor.
Hon. BILL FORWOOD (Templestowe) - The
Auditor-General will be involved in the process as
much as he cares to be, because he is the person who
will do the scoping of the performance audit. The
Auditor-General must make a report on the
performance audit. He will be able to do that once
he has it in his possession and has examined it. As I
said earlier, the principle is exactly the same as that
applying to financial audits.
Hon. T. C. THEOPHANOUS (Jika Jika) - It
effectively means the Auditor-General will not have
a significant input into the performance audit
process and that, in the end, it will become a matter
between the agency and contractor to sort it out. You
finish up getting a report where presumably some
sweetheart deal or other deals have been done.
Hon. R. M. Hallam interjected.
Hon. T. C. THEOPHANOUS - Auditors have
pointed that out. AIan Talbot from Price Waterhouse
said there was potential for such things to happen in
the private sector. If Price Waterhouse is saying that,
we should be concerned about those issues. The
Auditor-General should be given the capacity to
obtain copies of the reports of contractors at the
same time as they go to government departments, so
he can keep tab on what is happening, including
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what negotiations are taking place between the
contractors and departments. Under this bill the
contractor does not have to give such a commitment.
Amendment negatived; clause agreed to.
Clause 19

Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
51. Clause 19, line 16, omit paragraph (b).
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Hon. T. C. THEOPHANOUS - But section 13
would remain in the act as it stands? Clause 19(1)(b)
omits '13' from subsection (5), but section 17(5)
stipulates that section 13 remains in the act. I do not
read 'subject to any directions given by the Public
Accounts and Estimates Committee'. Sections 1, 12,
13 and 14 apply to the independent auditor as if
references in those sections to the Auditor-General
were references to the independent auditor; '13' is
taken out by the bill and my amendment would
keep it in. That is how I understand it.

The amendment also tests amendment 52.
Hon. BILL FORWOOD (Templestowe) - This
technical amendment relates to the removal in some
sections of particular words. The best way of dealing
with it is to read the Scrutiny of Acts and
Regulations Committee's Alert Digest no. lIon this
issue. Page 3 states:
Clause 19 - this clause ... removes the reference to
section 13 from section 17 of the Audit Act. Currently,
section 17(5) provides, inter alia, that section 13 applies
to the independent audit of the Victorian
Auditor-General's Office as if references in that section
to the Auditor-General were references to the
independent auditor. This is appropriate at the current
time as section 13 applies specifically to the
Auditor-General.
However, by clause 15 of the Audit (Amendment) Bill,
the CUlTent section 13 is to be replaced with a new
provision. The new section contains the same
requirements concerning the performance of functions
under the Audit Act, but the tenninology used makes
no reference to the Auditor-General.
As there will be no reference to the Auditor-General in
section 13, the reference to that section in section 17 is
redundant-

Section 13, which concerns auditing and
confidentiality standards, states:
The Auditor-General, in the performance of functions
and exercise of powers, must apply the general
auditing standards as issued by the Australian Society
of Certified Practising Accountants and the Institute of
Chartered Accountants in Australia from time to time.

The removal of section 13 would mean the act would
no longer apply the independence of the auditor as
if references in those sections to the Auditor-General
were references to the independent auditor. In this
instance, I take it 'independent auditor' is the
contractor.
Hon. BILL FORWOOD (Templestowe) Clause 15, at page 23 of the bill, substitutes proposed
new section 13 which does not refer to the
Auditor-General. For that reason, it needs to be
taken out of the clauses we are dealing with. The
Scrutiny of Act and Regulations Committee, when
eventually it got its mind around the problem,
unanimously recommended the removal of that
provision.
Amendment negatived; clause agreed to.
Clause 20

that means it will not be in the new clauseHon. T. C. THEOPHANOUS (Jika Jika) - I move:
and for that reason, is to be removed.

It concludes:
... clauses 15 and 19 will become operative on the same
date, 1 July 1998.

Hon. T. C. THEOPHANOUS (Jika Jika) Correct me if I am wrong, Mr Forwood, the effect of
my amendment is that section 13 would remain?
Hon. Bill Forwood - It would put back the
words but they would not refer to anything.

53. Clause 20, line 26, before "A" insert "(1)".

Amendment 53 is just a numbering exercise.
Amendment 54 seeks to insert 'or make direct or
indirect use for commercial benefit'. The committee
has tested a similar provision, although it was not
identical; the commercial conflict amendment was
not quite the same because we dealt with directors.
However, I hope the minister can give assurances at
least that it will not be possible for people to make
direct or indirect use of information for commercial
benefit which they have acquired during the course
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of their work, and that would include authorised
persons as well as the Auditor-General and others.
Amendment 55 seeks to provide that the
Auditor-General must not appoint a person as an
authorised person unless the person has given to the
Auditor-General a declaration in writing of
pecuniary interests. This is quite an important
amendment. We have not quite tested this prOvision.
I do not know whether honourable members are
aware, but currently the Auditor-General requires
all his staff to provide him with a statement of
pecuniary interests. This is not something he does
not require of his own staff, and if he requires it of
his own staff it is not inappropriate for the same
standard to be applied to people whom he is
declaring as authorised persons. A declaration of
pecuniary interests would then allow the
Auditor-General to determine whether a particular
person was an appropriate person to be appointed
as an authorised person. It may well be that this
matter can be dealt with administratively, but I am
certainly interested in hearing the minister's views
on the two matters raised in amendments 54 and 55.
Hon. R. M. HALLAM (Minister for Finance) My reading of the amendment is that
amendments 53 and 55 effectively require the
Auditor-General to secure a declaration of pecuniary
interests from authorised persons. The government
does not believe that to be necessary because I
assume that would be a matter considered by the
Auditor-General in his contractual relationships
with the authorised persons in the first place and
something that could be covered as a matter of
course. Amendment 54 seeks to amend the improper
use provisions. Again, the government does not
believe that to be necessary given that it seems to be
already covered by the definition of 'improper use'.
On that basis, the government is not persuaded to
accept the amendments.
Hon. T. C. THEOPHANOUS Gika Jika) - Given
the lateness of the hour, the opposition does not
intend to take this to a division, but I indicate in the
strongest terms that we place on the record our
concerns about people being appointed as
authorised persons without providing a declaration
of pecuniary interests and without it even being
made clear to them that they cannot be involved in
improper use of information that has been provided
to them.
In fact, that sets a double standard because
authorised persons will not have to provide
pecuniary interest declarations, yet employees of the
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Auditor-General already have to do so. That is
tantamount to saying that employees of ministers
have to provide such statements but other senior
people should not have to provide them. There is a
fundamental contradiction; it is a recipe for
problems in the future. I am placing the opposition's
concerns on the record because when these problems
develop, as invariably they will, we want to be able
to say that we raised the issue during the course of
the debate on the Audit Bill at 6.00 a.m.
Aunendxnentnegatived.

Hon. T. C. THEOPHANOUS Gika Jika) - I move:
54. Clause 20, page 29, line 7, after "communicate"
insert "or make direct or indirect use for
commercial benefit".

Aunendment negatived; clause agreed to.
Oause21

Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
56. Clause 21, lines 15 to 18, omit proposed

sub-section (1).

lbis is about freedom of information. Again I put on
the record the opposition's concerns about this
matter. We do not think Audit Victoria ought to be
totally exempt from the provisions of the Freedom of
Information Act. At present, the Auditor-General's
office is not exempt from the provisions of that act so
far as it applies to the operations of the office itself. It
is exempt from freedom of information in relation to
other matters in the conduct of audits, but it is not
exempt in relation to the administration of the office.
Audit Victoria will be a government agency until it
is privatised. Until that time it is absolutely
appropriate for it to be covered by freedom of
information, not in respect of the audits it conducts
but in respect of its administration, in just the same
way as the Auditor-General and his office are subject
to it.
The purpose of these amendments is simply to allow
freedom of information access in relation to the
administration of Audit Victoria. They are sensible
amendments and I have heard no argument to
suggest that the administration of Audit Victoria
should not be included in the proviSions of the
Freedom of Information Act.
Hon. R. M. HALLAM (Minister for Finance) The government looked at this very carefully in the
construction of the bill and recognised in advance
that it would be a sensitive issue. I also acknowledge
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that part of the Auditor-General's office is subject to
freedom of information. But the government came to
the conclusion that if it were to establish a truly
independent and commercial organisation that was
respected in the marketplace it had to remove any
competitive disadvantage, or at least any
disadvantage that was perceived to be there.
It was determined that to subject a component of
Audit Victoria to the Freedom of Information Act
would send a clear message to the other bodies that
were using the organisation. We believed that would
put the agency at a distinct disadvantage. On
balance we decided to exempt Audit Victoria from
the application of FOI - including those areas that
could be described as being compatible with the
Auditor-General. The decision was taken
deliberately. I repeat, the driving factor was to put
Audit Victoria in a position of competitive neutrality
in terms of its entry into the market.

Hon. T. C. THEOPHANOUS (Jika Jika) - I find
that argument extraordinary and in some respects
disturbing. I would like the minister to give me
other examples of government-owned businesses of
this sort having been totally exempted from freedom
of information provisions.
The administration of the Victorian Work cover
Authority is not exempt from freedom of
information, and a host of government bodies
remain subject to FOI, at least in their administrative
aspects. Perhaps the minister can identify examples
of government-owned bodies - Hon. R. M. Hallam - You can identify the
example if you want to use it.
Hon. T. C. THEOPHANOUS - I can identify it?
Hon. R. M. Hallam - If that is what you need.
Hon. D. A. Nardella - That is why we are asking
you.
Hon. T. C. THEOPHANOUS - That is your way
of saying you don't have any examples.
Hon. D. A. Nardella - This is the first time it has
happened?
Hon. T. C. THEOPHANOUS - I am asking
whether the precedent has been established
anywhere else?
Hon. R. M. Hallam - I don't know.
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Hon. T. C. THEOPHANOUS - So far as I know,
all government agencies are subject to freedom of
information - Hon. Bill Forwood - So long as they are being
competitively neutral and other audit firms are not
subject to Fa!. The idea is - Hon. T. C. THEOPHANOUS - The Gas and
Fuel Corporation is subject to FOI and the
Workcover Authority is subject to FOI - and the
same is true of lots of government agencies. I
personally do not know of a government agency the
administration of which is not subject to freedom of
information.
If that is so, this is setting a precedent, which we
should all be concerned about. If we were to say that

to maintain competition, all government-owned
bodies would not be subject to FOI, not even their
administration, what sort of precedent would that
set? I understand the other aspects of the audit and
so on and that that is where the competition comes
in. However, it would mean that every statutory
authority could claim under competition policy - Hon. D. A. Nardella - The competitive
neutrality that you talked about - Hon. T. C. THEOPHANOUS - Under
competitive neutrality they could claim they should
be exempt from FOI all together. That would mean a
horrendous erosion of the FOI act's coverage of
statutory bodies. Unless the minister can identify
other areas in which that has occurred, his
explanation is certainly not acceptable to me.
Hon. D. A. NARDELLA (Melbourne North) - I
find it disturbing that some precedents are being set
that will mean that any bodies that the government
is looking at privatising in the future - Audit
Victoria is one - will be exempt from the FOI act.
Agencies that rightly should be covered by the FOI
legislation could now be exempted as a result of this
precedent.
The minister does not know of any other situation
and cannot tell the house whether it has occurred
elsewhere. We do not know because we have not
been given examples - certainly not during the five
years I have been in this house - of agencies which
have been exempted from FOI but which should
rightly be under the auspices of the act. It is
disturbing that the precedent is being set by
legislation that will radically change Audit Victoria
and the role of the Auditor-General.
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I can understand that confidential information that
would give opposition companies a competitive
advantage should not be available to those
companies. We have no argument with that. But we
have an argument with members of Parliament and
members of the community losing their ability to use
the FOI legislation because of the exemption of
Audit Victoria.
The opposition does not believe it is acceptable that
we go down that path. It would not be acceptable to
the government if the tables were reversed. The
government would not accept an FOI exemption for
a body that Labor had set up. The first person to
stand up and scream - even at this early hour would be Mr Birrell, the Minister for Industry,
Science and Technology, who cut his teeth on FOI
and used it extremely effectively in the early days of
the Cain government. They will pay for it once we
are in government, Mr Theophanous!
The further extension of exemptions is absolutely
unacceptable. Despite the economic rationalist and
competitive neutrality explanations, I do not
understand why Audit Victoria should be exempt
from Fa! when it is a government agency. I ask the
minister to explain that point. It is a simple point.
The minister has not explained to the house why an
exemption - Hon. R. M. Hallam - I have not explained it to
your satisfaction; that is what you mean.
Hon. D. A. NARDELLA - No, you certainly
have not, and you will not be able to.
Hon. Bill Forwood - So we disagree.

Honourable members interjecting.
Hon. D. A. NARDELLA - All right. I will
continue my opposition to the clause.
Hon. T. C. THEOPHANOUS (Jika Jika) - I
highlight the fact that the minister started by saying
the government had looked at the issue in detail, but
he was not able to tell the committee whether there
have been any precedents. It does not sound to me
as though the issue has been examined in depth.
Committee divided on amendment:

Ayes, 30
Asher,Ms
Ashman,Mr
Atkinson, Mr

Hallam, Mr

Hartigan, Mr
Katsambanis, Mr
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Baxter,Mr
Best,Mr
Birrell, Mr
Bishop,Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr
Cover, Mr (Teller)
Davis, Mr D. MeL. (Teller)
Davis, Mr P. R
de Fegely, Mr
Forwood, Mr

Knowles,Mr
Lucas,Mr
Luckins,Mrs
Powell,Mrs
Ross, Or
Smith, Mr
Smith, Ms
Stoney, Mr
Stron~ Mr
Varty,Mrs
Wells, Or
Wilding,Mrs

Noes, 8
Eren, Mr
Gould, Miss (Teller)
Hogg, Mrs (Teller)
McLean, Mrs

Nardella,Mr
Pullen, Mr
Theophanous, Mr
Walpole,Mr

Pairs
Craige,Mr
Furletti, Mr

Nguyen,Mr
Power,Mr

Amendment negatived.
Gause agreed to.
Gause22
Hon. T. C. THEOPHANOUS (Jika Jika) - I
move:
61. Clause 22, lines 5 and 6, omit "after consultation
with" and insert "with the agreement of".

Amendment 61 was canvassed in an earlier debate.
The minister has commented on it. He initially
thought that it required the agreement of the
Auditor-General, but it requires only consultation.
Again, this matter indicates that the government is
never quite prepared to go to the point of giving the
Auditor-General any real power or capacity to
influence the course of events. The opposition
therefore proposes that not only should the
Auditor-General be consulted but his agreement
should be required.
Hon. R. M. HALLAM (Minister for Finance) Let me say briefly that the government does not
accept the amendment, simply because it is
impractical. In a circumstance where agreement
could not be reached there would be a stalemate. In
any event, the ultimate responsibility for the issues
associated with the transfer of the staff rests with the
independent officer, the Public Service
Commissioner. The government thinks that is an
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appropriate testing process to ensure that the best
possible outcome is achieved.
Amendment negatived.
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The Auditor-General may authorise Audit Victoria to
do, and Audit Victoria, in accordance with such an
authority, may do, anything that under this Act as in
force before 1 July 1998 may be done by a person
authorised in that behalf by the Auditor-General.

Hon. T. C. THEOPHANOUS (Jika Jika) - I move:
62. Clause 22, line 15, omit "21" and insert "22".

Hon. R. M. Hallam - You are about to
read 26(3). This is a performance audit.

63. Clause 22, line 19, omit "7M" and insert "7M(1)".
For the purpose of expedition, clauses 62 and 63 are
technical amendments to what the opposition has
identified as drafting errors. I am sure the
government will agree that if those are drafting
errors they will be rectified at some future date.
Amendments negatived
Clause agreed to.
Clause 23
Hon. T. C. THEOPHANOUS Oika Jika) - I move:
64. Clause 23, line 24, omit "1998" and insert "2000".
Amendment 64 also tests amendments 65, 66 and 67.
These were tested at the beginning by clause 1. They
relate to the specific aspect of audits commenced
before 1 July 1998.
I must put on record the concerns that have been
expressed to the Opposition. I am sur.e.Mr Fo~ood
will be interested in them. The OpposItiOn believes a
significant problem not covered by the transitional
arrangements under this bill will arise because some
of the performance audits commenced by the
Auditor-General will not be completed by 1 July
1998. The opposition believes the Auditor-General
will find himself in the absurd situation where on
1 July 1998 if he has not completed a particular audit
himself that audit will not be able to be completed
under the legislation.

The opposition has gone through ~s issue c.are~y.
Perhaps Mr Forwood will try to clanfy how It will
work. Proposed section 26(1) states:
This Act, as in force immediately before the
commencement of section 10 of the Audit
(Amendment) Act 1997, continues to apply to and in
respect of an audit of the financial statements of an
authority that is commenced before 1 July 1998.
The act applies to audits commenced before 1 July.
Let us assume the Auditor-General commences an
audit in June 1998, presumably the act will apply to
that audit. Proposed section 26(2) states:

Hon. T. C. THEOPHANOUS - Yes. Proposed
section 26(3) states:
In relation to an audit of the financial statements of an
authority or an audit under section 16 that is
commenced before 1 July 1998 by Audit Victoria, being
a person authorised by the Auditor-General,
sections 11, 12, 13 and 14 apply as if a reference to the
Auditor-General included a reference to Audit Victoria
and to any officer Or employee of Audit Victoria
authorised by Audit Victoria to carry out the duties and
functions of Audit Victoria as a person so authorised.

Amendment 66 is needed because it inserts the
words:
2000 by the Auditor-General or Audit Victoria, this Act,
as in force immediately before that date, continues to
apply to and in respect of that audit.

Whether one includes 2000 or 1 July 1998 the
opposition contends the amendment is needed to
allow a transition to occur so that the
Auditor-General can on 1 July 1998 hand over an
audit to Audit Victoria for Audit Victoria to
complete. The opposition has received advice that as
the provision stands if the Auditor-General were to
do that the transitional arrangements would not
apply.
I do not know whether that will happen but it is the
opposition's judgment that the Auditor-General will
find himself in a position after 1 July 1998 where, on
the one hand, he will have no authority to continue
to conduct a performance audit and, on the other
hand, he will not be able to simply hand that
performance audit over to Audit Victor~a for it to.
complete in the way the government thinks he will
be able to do it. The issue has been identified in the
amendments.
Hon. R. M. HALLAM (Minister for Finance) The government takes those comments on board. It
is the government's intention that audits in process
either by Audit Victoria or the Auditor-General by
1 July would be able to be finished. The honourable
member has raised an issue that may well not be
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covered by the amendments. I give him an
undertaking that the government will look at that
matter seriously, particularly in light of his
comments. If necessary an amendment will be
introduced in the autuIIU1 sessional period to ensure
that any audits outstanding at 1 July can be
completed. The government thanks the honourable
member for his comments.
Amendment negatived; clause agreed to; clause 24
agreed to.

Interjections from gallery.
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Third reading
Hon. R. M. HALLAM (Minister for Finance) - I
move:
That this bill be now read a third time.

House divided on motion:

Ayes, 31
Hallam,Mr

Asher,Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr

Hartigan, Mr
Katsambanis, Mr
Knowies,Mr

The CHAIRMAN - Order! I direct that the
upper gallery be cleared.

Best, Mr

Lucas, Mr

Birrell, Mr

Persons escorted from gallery.

Boardman, Mr

Luckins, Mrs
Powell,Mrs
Ross, Or

Clause 25

Bowden,Mr
Brideson, Mr

Smith, Mr
Smith, Ms (Teller)

Cover, Mr
Davis, Mr D. McL.
Davis, Mr P. R.

Stoney, Mr
Strong, Mr
Varty, Mrs
Wells, Or
Wilding, Mrs <Teller)

Bishop,Mr

The CHAIRMAN - Order! I ask
Mr Theophanous to move amendment 68, which
will test amendments 69, 70 and 71.
Hon. T. C. THEOPHANOUS (Jika Jika) - I move:

de Fegely, Mr
Forwood,Mr
Hall, Mr

68. Clause 25, line 9, omit "for" and insert "after".

Amendments 68, 69, 70 and 71 are designed to make
changes to the Financial Management Act.

Noes, 7
Eren,Mr
Gould, Miss

Nardella, Mr (Teller)
Pulien, Mr (Teller)

Hogg, Mrs

Waipoie,Mr

Hon. R. M. Hallam - You are trying to change
section 25(j).

McLean, Mrs

Hon. T. C. THEOPHANOUS - The opposition
is seeking to change the Financial Management Act.
In line with other amendments, the amendments
seek to include the Auditor-General's definition of
'authorised person' in relation to the Financial
Management Act. They are consequential on other
issues already dealt with.

Craige, Mr
Furletti, Mr

Pairs
Power,Mr
Nguyen,Mr

Motion agreed to.
Read third time.

Remaining stages
Hon. R. M. Hallam - On that, we do agree.
Passed remaining stages.
Amendment negatived; clause agreed to; clauses 26
to 28 agreed to; schedule agreed to.
Reported to house without amendment.

ADJOURNMENT
Hon. R. I. KNOWLES (Minister for Health) - I
move:

Reported adopted.
That the house do now adjourn.

Geelong Hospital: hotel accommodation
Hon. JEAN McLEAN (Melbourne West) - I
direct to the attention of the Minister for Health his
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support for the decision to taxi maternity patients to
the Ambassador Hotel maternity ward and ask: will
the minister inform the house of the estimated cost
to the Geelong Hospital of each bed for each mother
and her baby or babies and how that will compare
with the current cost per bed at the Geelong
Hospital?

their builder and workmanship has been an issue. I
have inspected the home and have a list of
26 problems ranging from brick mortar wearing out,
water getting into the rear double door when it
rains, paint running, the top floor cracking and
water from the guttering overflowing onto the front
veranda in heavy rain.

Geelong Hospital: hotel accommodation
Hon. M. M. GOULD (Doutta Galla) - I direct to
the attention of the Minister for Health the Premier's
comment about the Geelong Hospital Ambassador
Hotel maternity ward. The hotel maternity ward
sounded like part of a normal renovation process.
Does the minister agree with the Premier that to taxi
mothers and newborn babies to the hotel soon after
birth is the normal procedure?

The builder is Matthew Pauchnik trading as Mattan
Hamilton Bond Pty Ltd. The Economidis have
sought damages via the legal system, but others
have also been affected by this builder. I ask the
minister to ensure this builder in particular, and
builders in general, build at the highest standards
demanded by consumers. I ask the minister to
monitor Matthew Pauchnik's work and to take
whatever action is necessary to ensure no other
consumer is disadvantaged.

Geelong Hospital: hotel accommodation

Responses

Hon. T. E. EREN (Doutta Galla) - I ask the
Minister for Health what consultation he had with
the doctors, nurses, health professionals and
administration staff at the Geelong Hospital over the
experimental decision to taxi patients from the
Geelong Hospital to the Ambassador Hotel
maternity ward for the recuperation of newborn
babies and their mothers?

Hon. R. I. KNOWLES (Minister for Health) - In
response to Mrs McLean, my understanding is that
no cost is associated with the alternative
arrangements made by the Geelong Hospital.

Echuca Secondary College
Hon. D. T. WALPOLE (Melbourne) - I direct to
the attention of the Minister for Finance, who is
responsible for Workcover, a matter that I
understand occurred early last week at the Echuca
Secondary College when year 7 students aged
apprOximately 13 to 14 years, under the supervision
of a teacher, were involved in knocking down an old
school building. The building contained asbestos,
which made it an undesirable and unsafe action.
Parents rang the school about the matter and the
Victorian Workcover Authority was contacted. I ask
the minister to investigate the problem and to speak
to his colleague in the other place, the Minister for
Education, to ensure this does not happen again.

Mattan Hamilton Bond Pty Ltd
Hon. D. A. NARDELLA (Melbourne North) - I
refer the Minister for Small Business, as the
representative in this house of the Minister for Fair
Trading, to the case of a Mr and Mrs Economidis
who built a family home and moved in on 9 April
1995. This young couple have had problems with

In answer to Miss Gould, the hospital has taken a
responsible approach; it is in the middle of a major
development - a cause for celebration in
Geelong - having been neglected for 10 years under
the previous Labor government. The hospital has
established alternative arrangements which provide
mothers and their babies with all of the services they
have access to in a normal hospital setting.
In answer to Mr Eren, I have had no consultation
with doctors or nurses. The matter was not the
subject of my decision. Such matters are handled by
the hospitals; they are the ones charged with
delivering services. In accordance with a long
tradition, the Geelong Hospital operates in an
effective and appropriate fashion and ensures the
provision of high quality care to the patients in the
Geelong area.

Hon. R. M. HALLAM (Minister for Finance) Mr Walpole referred me to the circumstances in
which students at a college in Echuca were seconded
to take part in the demolition of an old school
building. The honourable member says the students
were exposed to asbestos. I treat the issue very
seriously indeed. I will undertake the investigation
that he suggests is appropriate. If it is established
those students were exposed to an unnecessary risk,
I will take the action suggested in the form of direct
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discussions with my colleague, the Minister for
Education.
Hon. LOUISE ASHER (Minister for Small
Business) - I shall refer Mr Nardella's query to the
Minister for Fair Trading.
Motion agreed to.
House adjourned 6.44 a.m. (Wednesday).
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(f) improve health and safety standards and

enforcement in the workplace.
(1189 signatures and 13 signatures respectively)

The PRESIDENT (Hon. B. A. Chamberlain) took
the chair at 10.02 a.m. and read the prayer.

PERSONAL EXPLANATION
Hon. E. G. STONEY (Central Highlands) - This
morning on ABC radio the Leader of the Opposition
insinuated that I deliberately abstained from voting
on the second reading of the Auditor-General bill.
Last night I fell asleep at my desk and missed the
division by a couple of seconds. It was around
midnight. I immediately went into the gallery to
make it absolutely plain that I had inadvertently
missed the vote. Everyone in the chamber
understood what had happened.
This morning on ABC radio Mr Theophanous said
something along the lines that I had not voted on the
second reading and that he was not sure why. He
said I may have been asleep but was probably
uneasy about the legislation.
I wish to make it absolutely clear that I did not
intend or wish to miss the vote. I would have voted
with the government, as I did for the next, at least,
10 divisions that evening, including, most
importantly, the third reading of the bill.

PETITIONS

Workcover: changes
Hon. M. M. GOULD (Doutta Galla) and Hon. E. J.
POWELL (North Eastern) presented petitions from
certain citizens of Victoria requesting that in
respect of Workcover that the government (a) reject any proposals to further limit access to
common law for injuries or illnesses;
(b) maintain the right of workers to choose their
own medical or health practitioner;
(c) improve access to, and levels of benefits, by

restructuring payments to one level after
26 weeks;
(d) improve access to independent rehabilitation
services and return-to-work opportunities;
(e) increase average premiums in line with the
Australian average rather than reduce rights
and entitlements; and

Laid on table.

PAPERS
Laid on table by Oerk:
Environment Conservation Council Act 1997 Minister for Conservation and Land Management's
request for the Environment Conservation Council to
investigate Victoria's Box-Ironbark Forests and
Woodland areas.
Marine Sciences Institute - Report 1995-96.
Statutory Rules under the following Acts of Parliament:
Administrative Appeals Tribunal Act 1984no. 140.
Country Fire Authority Act 1958 - no. 144.
Land Tax Act 1958 - no. 145.
Printers and Newspapers Act 1958 - no. 14l.
Subordinate Legislation Act 1994 - nos 142 and 143.
Subordinate Legislation Act 1994 - Ministers'
exception certificates under section 8(4) in respect of
Statutory Rules Nos 140 and 145/1997.

TAXI INDUSTRY: SAFETY
Hon. PAT POWER (Jika Jika) - I move:
That this house notes the government has failed to
provide drivers in the taxi industry with a safe working
environment.

In the final week of the spring sessional period the
opposition moves this motion in response to clear
evidence that our community is not a safe place for
taxi drivers to go about their business. The motion
will enable the government to demonstrate its claims
and for the opposition to talk about its concerns. The
opposition does not dispute the fact that since the
Kennett government came to office in October 1992 a
number of changes and commitments to safety have
been made to the Victorian taxi industry, both for
drivers and passengers. Much of what the Kennett
government has said has been, in effect, rhetoric and
there has been little real delivery on safety for
taxidrivers.
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Not only has there been rhetoric from the
government, but its actions have been in contrast to
the actions taken by governments in other states. We
all acknowledge that driving a taxi can be a
hazardous profession. I say that having had
experience as a taxidriver with the former Northern
Suburban Taxis, which subsequently became part of
the Silver Top Taxi network. We all acknowledge
that a person driving a taxi on his or her own is
more vulnerable than if he or she were in a collective
workplace. When significant amounts of cash are
carried the temptation is strong for people to seek to
victimise lone workers. Those circumstances are not
limited to Melbourne, Victoria or Australia.
Worldwide the profession of taxidriving is
extremely problematic. For example, I was able to
establish on the basis of written work by
Terry Smythe, general manager of the Taxi Cab
Board in Manitoba, Canada, that like the Australian
experience, driving a taxi in that state is the most
hazardous occupation, more hazardous by a
significant margin than law enforcement officers, as
they call their police in North America. I am not
suggesting for one moment that the challenges that
face the Kennett government in Victoria are not
experienced in other countries.
In its first report, dated October 1993 and entitled
Developing a Safer Taxi Industry, the Crime
Prevention Committee made a number of
recommendations on safety issues for taxidrivers. In
the section headed 'Recommendations of the first
report', the following are listed:
39. That all taxis be required to have fitted an approved
duress alann.
40. That a regular alarm testing regime be established
by owners, operators and drivers.
41. That drivers receive regular training regarding the
operation and action of the alarm.
42. That a green static light be affixed to the taxi dome
and operated separately or in conjunction with the
duress alarm.
43. That Victoria Police be made aware of the meaning
and operation of the duress alarm and dome light.
44. That an approved driver protection screen be fitted
to taxis at the written request of drivers.
45. That the Registrar undertake an evaluation of
screens to further consider whether they should be
mandatory ...
47. That the Taxi Registrar maintain consultation with
the industry regarding global positioning systems
and other technological advances.
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I indicated that I was concerned to point out what
action the Kennett coalition government had taken
since it came to power in October 1992 and measure
those achievements against what to this point has
been largely rhetoric. At the outset I point out that
the opposition gave notice of the motion yesterday,
Tuesday, 9 December, and I am aware of a media
stunt this morning - Hon. K. M. Smith - What you did to Graeme
Stoney is a media stunt!
Hon. G. R. Craige - Are you accusing me of
that, Pat? Stand up and be a real man instead of a
mouse!
Hon. D. A. Nardella - He's more of a real man
than you'll ever be!
The PRESIDENT - Order! I suggest that
Mr Power be allowed to continue without assistance.
The minister will get his chance to respond.
Hon. PAT POWER - On the comment made by
Mr Smith, I appreciate the opportunity to say that I
think that everybody was aware of the
circumstances that Graeme Stoney was in last night.
I make that absolutely clear: Mr Stoney
inadvertently missed a division so far as I am
concerned.
Hon. K. M. Smith - Thank you.
Hon. PAT POWER - However, notice was given
of the motion yesterday, Tuesday, 9 December, and
this morning there will be in the car park a media
event about taxis and cameras. I wait with interest to
hear the minister explain the circumstances of that
event.
Hon. G. R. Craige - You should have moved the
Atkinson one, shouldn't you?
Hon. PAT POWER - I take up the interjection of
the minister that this chamber would have been
more beneficially using its time this morning if it
were debating a motion about Mr Atkinson. It may
be the view of the minister that that would be a
more beneficial use of the time that the opposition
has to raise matters for debate but I disagree with
him. I make it plain that any debate in this chamber
about safety issues relating to taxis or safe working
circumstances for taxidrivers is very important. It is
much more important than the issue the minister
indicated would have been his preference for the
opposition to raise. I make it clear that if this
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government, on 10 December 1997, some five years
after it came to office, is about to make some
substantial contribution to safe working
circumstances for taxidrivers the opposition will
welcome that and will not hesitate in commending
the government for its actions.
The purpose of the motion is to indicate that, despite
the minister's announcement about the media event
this moming, this government has concentrated on
rhetoric and has been unable or perhaps not
prepared to deliver safe working circumstances for
taxidrivers.
I refer again to the recommendations that I read
from the report of October 1993. It has been
recognised by many people associated with the taxi
industry that the fitting of taxi duress alarms is
hardly a contribution to the safety of the taxidriver
at all. Currently when a person seeks to perpetrate a
crime on a taxi driver that person orchestrates and
engineers a situation where the crime occurs in an
isolated part of suburban Melbourne where it is
extremely unlikely that an activated duress alarm or
green static light would be noticed by any citizen,
whether passing or in the neighbourhood. It is not
the argument of the opposition this moming to
contest that some action has been taken by the
government about duress alarms, but it would be
interesting to know whether the minister is able to
give an assurance that all operating taxis are fitted
with duress alarms that are in full working order.
As I said, recommendation 44 is:
That an approved driver protection screen be fitted to
taxis at the request of drivers.

The opposition has raised the issue of protective
screens in this chamber before during debate, during
question time and on the adjournment. I accept that
opinion on whether those screens are effective is
divided - that is, whether they provide some
protection or they might entrap a driver who might
be attacked. However, the recommendation of the
Crime Prevention Committee was that if a driver
submitted a written request a protective screen
should be made available.
I know that the minister's response will be to gain
protection by indicating that there are no approved
driver protection screens available in Australia. One
needs to ask why that is so. There certainly will not
be such a product on sale unless there is a market for
that product.
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Recommendation 47 refers to the global positioning
system (GPS). Again, the minister would
acknowledge that most opinion in the taxi industry
is that the global positioning system is important for
tracking or locating a taxi. I do not believe the
minister will be able to assure the house that GPS in
any sense provides a safe working environment for a
taxidriver. It may mean that after an assault the
emergency services would be able to get to the
injured taxi driver more quickly, but members of the
opposition are much more concerned about
intervention and prevention. We are not so much
concerned about how quickly emergency services
can get to a vehicle to find the injured driver or heaven forbid - a taxidriver who has died as a
consequence of an assault.
It is not just the opposition and many taxidrivers
who are concerned about a safe working
environment. The Victorian Taxi Association, the
organisation that represents the owners who
provide the vehicles that are the basis for the
industry, shares a concern about providing a safe
working environment for taxidrivers. It cannot be
disputed that the owners of taxis have a
considerable financial investment in the purchase
and licensing of the vehicles and in ensuring that
they continue to meet the regime of regulation
required by the Victorian Taxi. Directorate.
The Victorian Taxi Association is to be
complimented for its commitment to and its
understanding of how important taxidrivers are to
ensuring that owners receive proper returns for their
significant financial investments. Recently the
executive director of the association attended the
ALP state conference as a business observer. During
that conference he sought to meet with me to discuss
a range of matters of mutual interest affecting public
transport and taxis in particular. It was interesting
and heartening to hear the chief executive officer of
the association say that in his view taxis are part of
the public transport network and that in a modem
city we need complementary modes to move people
through the public system.
The Kennett government has a lot to learn about
transport planning based on the experience and
views of the association. At major events, whether it
is the Australian Open - which is just a month
away - a one-off event like the Bledisloe Cup or a
major entertainment event at the Crown Casino
complex or at the national tennis centre, the
association knows that if large numbers of people
are to be moved efficiently and effectively a proper
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relationship must exist between trains, trams, buses
and taxis.
It is important to tie that in to the safety aspect. Neil
Sach of the Victorian Taxi Association indicated
clearly that, because of the state government's
attitude that public transport will not operate after
midnight to cater for major events, we experience
the Bledisloe Cup or Australian Open examples
where insufficient taxis are available to meet the
urgent demand of commuters to travel home or to
wherever their destinations might be.
We have all witnessed long queues of people
tapping their toes as they wait for taxis to arrive at
the ranks. The association pointed out that people
forced to wait in those circumstances become
extremely frustrated. In some cases - perhaps
prompted by their being tired and emotional at the
time - commuters take out their frustration not just
on the vehicles but frequently on the drivers.
Therefore, we need to understand that there are
structural reasons why taxidrivers find themselves
in WlSafe workplaces. The Victorian Taxi
Association holds the view, which is shared by the
opposition, that the government needs to have a
much broader and much more visionary view about
the role taxis play in our public transport structure.
The next time there is a major event in Melbourne of
the kind I described I have not the slightest doubt
that if the Minister for Roads and Ports were able to
convince his colleague the Minister for Transport in
another place that trains, trams and buses ought to
operate until - within reasonable terms - there is
no longer commuter demand, that would allow taxis
to play a much more effective role in transporting
people to their destinations. Not only would taxis be
able to play a more effective role, it would certainly
mean the frustration and tension resulting from
people waiting inordinate amounts of time simply
would not exist.
Notwithstanding the announcement the minister
will make about the car park event this morning, the
Victorian Taxi Association has been very critical of
the government's commitment to rhetoric as distinct
from its delivery in relation to driver safety. I am not
aware of what the association tells the minister, but I
am certainly aware of what it tells the opposition.
The association supports the use of technology in
Victorian taxis. I refer to camera tecimology, which,
as the minister will be able to confirm, is available in
Melbourne. As the minister will also be able to
confirm, camera technology is being used by the
Court government in Western Australia.
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We need to understand that we are not talking about
video tecimology, because that technology is
outdated. It is not an appropriate kind of
technology. If the Kennett government had had a
strong commitment to safe working environments,
that technology was available and could have been
placed in taxis since the government came to office
in 1992. However, one could ask: why should we
expect this government to be concerned about the
safe working environment of taxidrivers when it has
little or no commitment to safe working
environments for any Victorian workers?
The next major bill this chamber will be debating is
the Accident Compensation (Miscellaneous
Amendment) Bill, which reveals not only that the
government does not have a commitment to safe
workplaces, but that it intends to disadvantage you could argue punish - those injured as a
consequence of unsafe working environments.
Therefore, it is a bit naive of the opposition, the
association and taxi drivers and their families to
believe the government would respond to a clearly
demonstrated need. Technology that addresses the
understandable issues of privacy is available in
Melbourne. That tecimology could be applied in
taxis discreetly and with integrity so that taxi drivers
feel a strong sense of protection as they go about
their work. It would enable still camera shots to be
taken periodically and for those shots to be stored
but not retained which would therefore address the
privacy issue. It is possible for this technology to be
structured in a way that would enable taxidrivers
who feel threatened or in potentially threatening
situations to activate the cameras to take photos
more frequently.
We all understand that in commercial and industrial
complexes that kind of photographic technology is
used for two reasons. People would accept that it is
used mainly as a deterrent. People in the retail
clothing sector would be able to provide statistical
evidence of the reduction in shoplifting when
cameras are present. Therefore, cameras have a
strong role to play as a disincentive. However, more
importantly, experience in the banking sector has
shown that cameras have a Significant capacity to
provide evidence which is admissible in court and
which can lead to convictions. That is a desirable
scenario. We want taxidrivers to feel that as a
consequence of the camera tecimology at their
disposal there will be a disincentive for their
becoming victims and in the event of their becoming
victims the likelihood of there being photographic
evidence which is admissible in court and which
could lead to a conviction will be in place. If it were
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well known throughout the community that camera
technology in taxis made it extremely likely that
people committing assaults could be identified and
their photographs would be admissible in court and
would most certainly lead to convictions it would
provide a valuable disincentive. A regime of
protection in the form of camera technology is
needed in taxis. That will make it more and more
unlikely that an assault will occur and, in
circumstances where an assault does occur, a
conviction will be more likely.
I know the Minister for Roads and Ports has a great
deal of affection for the Transport Workers Union; I
know he considers that union to be a very
responsible and progressive industrial organisation.
I notice the minister is nodding in agreement. The
Transport Workers Union is also concerned about
the safety of taxidrivers. Along with all unions, the
TWU is deeply committed to the notion of workers
being provided with a safe working environment
and is extremely concerned about the lack of
commitment the Kennett coalition government has
to providing such an environment. It is also deeply
concerned about the preparedness of the
government to disadvantage and punish those
workers who are injured as a consequence of being
required to work in unsafe environments. As
recently as yesterday the TWU put to me - Hon. G. R. Craige - Another stunt! Was that you
ringing Bill yesterday?
Hon. PAT POWER - The minister is implying
that Bill Noonan, the secretary and treasurer of the
Victorian branch of the TWU, sits in his office
waiting for phone calls from politicians. He certainly
does not wait for phone calls from the minister.
Mr Noonan is much too busy looking after industrial
issues to be sitting around waiting for phone calls
from any politicians.
Along with other unions that operate on the
waterfront, the TWU is deeply concerned about the
hysterical support given by the Premier and the
Minister for Roads and Ports to the outrageous
activities that are occurring off shore. The TWU pays
a lot of attention to the decisions and actions of the
Kennett government. Along with the maritime
unions and other organisations involved with the
waterfront, including the Electrical Trades Union,
the TWU is extremely concerned about the support
of the government for the training of secret agents in
Dubai.
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The TWU has advised me that its members are
deeply concerned that the Minister for Roads and
Ports has been sitting for three months on a number
of recommendations that are before him. They
indicated to me yesterday that that was outrageous
and that the minister was not doing his job. They
want to know what the minister does with his time.
They said they were deeply offended that some of
the recent meetings with the minister had been
cancelled. I told them I thought they had every right
to be offended and that it was completely
inappropriate for the minister to stand up an
organisation so deeply committed to the smooth
running of transport in this state, particularly in
relation to taxis and the provision of a safe working
environment in taxis. I will be delighted to advise
the TWU this afternoon that the minister will no
longer cancel meetings and that he will no longer sit
on recommendations that are before him.
I shall outline some real examples of problems
taxi drivers face. The opposition spokesperson on
transport, Mr Peter Batchelor, and I were
approached by a taxi driver who has been
hospitalised twice while working. He has not
received compensation for either of those attacks. I
have met with the driver and he is in constant fear
whenever he works his shift. He said to me - the
minister might be able to confirm this - that, with
his deep commitment to improving the taxi
industry, the Premier gave a commitment that
protective screens for taxis would be in place by
December 1994. I know that at that time the
responsibility for this portfolio was allocated to the
National Party and, therefore, the current minister
may not be able to provide clear advice on this
matter. The taxidriver is deeply concerned that the
Premier's commitment has not come to fruition. He
lives in the northern suburbs and was deeply
distressed by the circumstances of the attack on
Peter Coe, a taxidriver from Preston who was
stabbed to death in 1995.
Hon. G. R. Craige - Do you want me to respond
and get into the detail of how that happened so you
can then understand the issue?
Hon. PAT POWER - I understand the issue very
well. I certainly do not want to add to the sadness
and trauma that Peter Coe's family has experienced.
I am simply bringing to this house an issue that was
brought to my attention by a taxidriver who, in good
faith, accepted the word of the Premier who said
that protective screens would be in place by
December 1994.
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As I said, this taxidriver has been seeking to have a
screen installed in his taxi since 1993. I shall quote
from the report of the Crime Prevention Committee
of October 1993 on developing a safer taxi industry.
Recommendation 44 states:
That an approved driver protection screen be fitted to
taxis at the written request of drivers.

A taxidriver who has been hospitalised twice as a
consequence of being attacked and who is in
constant fear while working his shift has been
seeking to have a protective screen installed since
1993.
As I said at the outset, the opposition does not share
the view of the Minister for Roads and Ports that the
opposition would have been better using its time
this morning if it had debated the motion about
Mr Atkinson. I have no difficulty in indicating that
this is an important issue. As a consequence of this
motion appearing on the notice paper, it may well be
that the minister is able to make some
announcement this morning in relation to camera
technology. I will wait with interest to hear what he
has to report. I make it plain that members of the
opposition will welcome any initiative the
government takes which demonstrates to the taxi
industry, especially to drivers and their families, that
the rhetoric is over and action is beginning.
This is an important issue. If the placing of this
motion on the notice paper has resulted in some
action at last for taxidrivers in regard to making
their working environment safer, that is to be
applauded. The motion is simple:
That this house notes the government has failed to
provide drivers in the taxi industry with a safe working
environment.

I do not believe it is possible for this house to do
anything other than support the motion.
Hon. G. R. CRAIGE (Minister for Roads and
Ports) - The government opposes the motion.
Mr Power's contribution in the debate clearly
demonstrated his lack of knowledge.
Hon. Pat Power interjected.
Hon. G. R. CRAIGE - I hope Mr Power will
allow me to present my case. I place on the record
that yesterday the Labor Party had the option of
moving either a motion in the name of the Leader of
the Opposition on Mr Bruce Atkinson or the motion
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moved today by Mr Power. Let it be on the record
that Mr Power had the numbers in caucus and rolled
the Leader of the Opposition on the issue.
In 1985 the Labor government passed the
Occupational Health and Safety Act. The legislation
dealt specifically with the duties and responsibilities
of employers of self-employed people, particularly
taxi drivers, and placed an onus on such employers.
The legislation had the high-profile aims of
protecting and improving conditions in the
workplace, improving conditions for workers and
introducing a new workers compensation regime.
What did the Labor Party do to provide safe
working conditions for taxidrivers in the period 1985
to 1992? Not one thing! In those seven years Labor
did nothing to back up the real commitment it made
to self-employed people in clause 22 of its platform
on occupational health and safety. Even worse is
what the Labor Party intended to do in 1992. In 1991
Labor did a lot of work in preparation for legislation
to be introduced in 1992. Thank goodness for the
1992 election because if it had not taken place and
the coalition government had not been elected today
we would have a deregulated taxi industry.
Although today we have heard a lot of rhetoric from
the ALP about how much it cares for taxidrivers it
did nothing about the legislation it had introduced
in 1985 concerning self-employed taxidrivers and
intended to introduce legislation it had drafted in
1991 to deregulate the taxi industry.
Hon. D. A. Nardella - You would have
supported it.
Hon. G. R. CRAIGE - Not me.
Hon. D. A. Nardella - Like the tow trucks that
you didn't support.
Hon. G. R. CRAIGE - Not me. I have been
called the Black Regulator in respect of the taxi
industry. I do not take offence to that because my
mission is to do the things that Labor did not do, yet
opposition members are accusing the government of
not doing anything at all and using window
dressing. I will go through each issue in depth so
opposition members can understand what we have
done, because they have done no research. They
have spoken to Mr Sach. However, it proves my
point because his name is - Hon. Pat Power - Why does he call you 'Geoff
Craigee'?
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Hon. G. R. CRAIGE - He does not call me that.
It is important to get on the table the facts about how
badly the opposition performed in respect of the taxi
industry when in government. Following the
government's election in 1992 the
Honourable AIan Brown, the then Minister for
Transport, referred the issue of taxi driver safety to
the parliamentary Crime Prevention Committee, as
it then was. As a new minister in a coalition
government he saw a real need to thoroughly
investigate the issue of taxi driver safety. Under the
chairmanship of Mr Ken Smith an extensive
investigation was undertaken of the taxi industry for
the first time. The committee looked at the important
issue of taxi driver safety, something all honourable
members know the Labor Party had no interest in
then and today has done nothing about except put a
very flimsy argument.
In 1992 the Crime Prevention Committee extensively
investigated the safety aspects of the taxi industry.
Some of the issues have been addressed already and
some are still on the table. In 1993, while the
investigation was still on foot, the government
announced that taxis would be part of the public
transport network and would be included in
planning for future major events. That had never
happened previously. Taxis are now considered part
of the public transport network.

I will go through some of the issues raised during
that 1992 investigation into taxidriver safety,
respond to the issues raised by Mr Power and deal
with initiatives in which the government has been
instrumental since its election. Mr Nardella made a
very valuable contribution to the work of the
committee and was involved in its
recommendations. The committee recognised that its
investigation was ground-breaking research and that
the project was needed to provide a base for the
state's forward planning on taxidriver safety.
One of the first recommendations of the committee
concerned the collation of information. Perhaps I
should remind honourable members who was in
government prior to 1992. At that time information
about taxi driver deaths was not collected separately
but treated as part of the general figures. A person's
profession could not be identified from the figures.
In 1993 the police began to collect separate data,
which meant that taxidriver deaths could be
identified. I point out that there is a separate
collection point for assaults and robberies. Anything
to do with a taxidriver can be located on the
computer, whether it involves a runner, an assault or
a crash. That allows the police to collate information
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relevant to the industry. It has been beneficial from
our point of view, especially in relation to the recent
inquiry conducted by the Victorian Taxi Driver
Safety Committee, which I will refer to shortly. The
committee found much of that information
invaluable in drawing up its recommendations.
One of the keys to giving the administration of the
industry a focus and creating a cooperative
approach between the government and the Victorian
Taxi Association, was the establishment of the
Victorian Taxi Directorate. Under the previous
Labor government Vicroads had responsibility for
taxis. There was no identified, separate organisation
or group responsible for taxis. Most of the Vicroads
staff had a multitude of different responsibilities
involving taxis, motorcycles and boats.
The government believed that the industry had to be
treated separately if any reform process was to
proceed. That is why the Victorian Taxi Directorate
was established. It has been one of the keys to
moving the taxi industry into the 21st century and
making it one of the world's best. At the same time
the government has not walked away from the
important issue of the role of taxidrivers in the
industry.
There has been a great deal of cooperation between
the Victorian Taxi Association and the Victorian Taxi
Directorate. More importantly, the association's
cooperation in the reform process has been
appreciated, because most of the changes have been
achieved through cooperation rather than the
introduction of harsh legislation or regulations. As I
said, the establishment of a designated directorate to
deal with taxi matters was a key factor in giving the
industry a focus within the bureaucracy. Other
states have followed our lead because they see real
merit in the process.
All taxis have been fitted with duress alarms as part
of the regulations - and they have to be in working
condition. It is an offence not to have them fitted and
in working order, and penalties apply. We
continually carry out enforcement procedures, and
to date we have not found a taxi that has not had a
duress alarm fitted and in working condition.
Mr Power claimed the alarms do not work. The
government's philosophy is that they are only some
of a number of pieces in the jigsaw of taxidriver
safety. This was also the Crime Prevention
Committee's philosophy.
It is not a matter of one issue versus another. It is a
matter of putting all the pieces together to maximise

TAXI INDUSTRY: SAFETY
1152

COUNCIL

the safety of drivers. Duress alarms are part of that
jigsaw, but you have to ensure you add other safety
components - and that is what the government is
doing. It is bringing together the other components
to try to have a total picture for the safety of
taxidrivers. We have never claimed that duress
alarms are the only devices that are needed and that
they will solve all the problems. They are small parts
of the jigsaw.
Duress alarms were accepted in a form different
from that recommended by the committee.
Experience has shown that a flashing revolving light
on a vehicle has some downsides. For example, if it
reflects on a building or another vehicle in the
vicinity it immediately warns the perpetrator. A
great deal of investigation was undertaken to work
out how best to get the message to the public that
the driver was in trouble without warning the
perpetrator in the vehicle.
All vehicles are now fitted with boot releases, with
the exception of station wagons, which of course is
commonsense. Mr Power may have difficulty
understanding why that is so, but most people
understand that there is a significant difference
between boot releases on station wagons and sedans.
Sedans are now fitted with internal boot releases,
because a number of incidents occurred in which
taxidrivers were locked in the boots of their taxis.
They are another part of the jigsaw. As Mr Power
rightly said, many of these things are about
deterrents and about eliminating opportunities for
would-be perpetrators of crime so that you end up
with an overall safety picture.
Duress alarms are in, boot releases are in, the
Victorian Taxi Directorate has been established and
the police now keep separate statistics on
taxidrivers. They are four innovations. Let's keep
going, because it is important. The government has
been accused of relying on rhetoric rather than
reality. I do not view all that as rhetoric, because the
changes are a reality.
Hon. Pat Power - So far you have complimented
Bill BIDder, but have you done anything?
Hon. G. R. CRAIGE - I do not want to place all
that on the record, other than to say that since 1993 I
have had responsibility for the taxi industry.
Hon. Pat Power - No, you haven't.
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Hon. G. R. CRAIGE - I have had responsibility
for the taxi industry since then, working with the
then Minister for Roads and Ports and the Premier.
Hon. Pat Power - Your apprenticeship.
Hon. G. R. CRAIGE - That was my
apprenticeship. It was a very rewarding time,
because I gained valuable experience of a vital
industry.
Hon. Pat Power - Was it your recommendation
to deregulate the tow truck industry so that, as
minister, you would have to re-regulate?
Hon. G. R. CRAIGE - No, it was not. The last lot
was mine. It is important to place on the record the
cooperation I received in my early days of looking at
the taxi industry, as well as the many friendships I
have struck up with taxidrivers.
Hon. Pat Power - Name one.
Hon. G. R. CRAIGE - I can name plenty.
Hon. Pat Power - Name him.
Hon. G. R. CRAIGE - You want me to name
him? Him or the many? Which do you want me to
name?
Hon. Pat Power - Name him.
Hon. G. R. CRAIGE - Last week I met an
interesting character with whom I struck up a
relationship. The industry is unique.
Hon. Pat Power - Which branch of the Liberal
Party does he belong to?
Hon. G. R. CRAIGE - He does not belong to the
Liberal Party. The taxi industry has some
magnificent characters. They are great ambassadors
for the city, the state and for us as part of the human
race. They are a vital part of the total transport
network. In many cases taxidrivers are much more
interesting than train, tram or bus drivers because of
the relationship one has with them. That is
recognised by most members of Parliament.
As Mr Power said, training is an important part of
the industry. It is about being pre-emptive and
ensuring that the driver is better equipped to handle
issues. Training is now compulsory and drivers
must pass an English test and a knowledge of
Melbourne test before undertaking a 40-hour TAFE
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course, which involves two issues - dealing with
customers, particularly difficult customers, and
making assessments of their environment. In other
words, when a taxidriver arrives at a location he
must assess the environment around him and decide
whether he should continue to pick up his fare.
Two important government initiatives have helped
to change the environment. The first is the safety in
taxi ranks program in King Street. Two ranks have
been installed and are equipped with surveillance
cameras, emergency telephones, extra lighting and
security guards. The work has been done in
cooperation with the Victorian Taxi Association, the
Melbourne City Council, the Victoria Police and
nightclub owners. Taxidrivers were making
assessments about King Street and did not want to
enter it to pick up the many young people who have
a good time at the nightclubs in that street and want
to return home in the early or late hours of the
morning. The government had to make it a safe
environment for taxidrivers and clients and ensure
that future passengers would feel safe when lining
up to catch taxis in the early hours of the morning.
This government initiative is working exceptionally
well.
The government also established taxi ranks at
24-hour convenience stores. Many taxi ranks are at
railway stations, but trains stop running at
12.30 a.m. so they are often inappropriate locations
because of poor lighting and the lack of activity.
With the assistance of 7 Eleven stores, McDonalds
and other convenience stores, safe taxi ranks were
established at convenience stores where there is
plenty of lighting and considerable activity so that
the clients and the taxidrivers feel they are in a
user-friendly environment. That initiative has been
well received and other states are looking at the
Victorian experience with the idea of introducing
similar systems. A similar scheme is being
introduced in Montreal, Canada. This is the
government that is full of rhetoric and has not done
anything about taxidriver safety since 1992!
Another significant government initiative is the
global positioning system. Mr Power said that it is
okay, but it is not such a good tool for taxi driver
safety. There is some dispute about that. Some
people say it is an important tool for taxidriver
safety because the location of the taxi is known at all
times. GPS has a dual role: it ensures the central
organisation knows the whereabouts of the taxi and
therefore of the driver, which helps to bring the taxi
to the client more quickly. Black Cabs and Silver Top
Taxi Service Ltd have installed GPS and it is
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working well. Some taxidrivers do not like it because
it tells the company and the depot where taxis are at
all times. We had some initial problems with the
system, but since it has been upgraded it is working
very effectively.
Hon. D. A. Nardella - What was wrong with it
before it was upgraded?
Hon. G. R. CRAIGE - GPS operates effectively
at sea, which is why ships are fitted with the system.
Hon. Pat Power - That is why you have some
knowledge of it.
Hon. G. R. CRAIGE - That is right. At sea the
transmission from the reception to the satellite is
uninterrupted, but in built-up areas the transmission
can be interrupted and a stronger transmitter is
needed to make sure the transmission gets to the
satellite. The technology was developed by the
United States army and the services have been
dealing with GPS for a long time, so having spent
some 20 years in the Royal Australian Navy I knew
about it as a tool used for other purposes. The
transmitter equipment in taxicabs has been
upgraded to make it more effective, and there are
fewer breaks in the system. Sometimes there was a
long break in transmission, but now the time off is
minimal and the system can pick up the cabs more
quickly.
Significant changes have occurred with the global
positioning system. The opposition rubbishes the
government for its so-called rhetoric, but the GPS is
up and operating.
The government and the Victorian Taxi Association
recognised the importance of the taxi industry
involvement in Melbourne's major events. I
personally intervened on several occasions to ensure
the taxi industry was included as a part of the
planning of transportation needs for people
attending the spring racing carnival, the Australian
Open tennis, the grand prix or the Crown Casino
complex.
Today we still tend to fail to take into account the
taxi industry when planning issues are being
considered. More work should be done to develop
our taxi ranks. I am pleased that the Crown Casino
complex has recognised the importance of planning
to accommodate its taxi ranks. The changes being
made there are as a result of a partnership between
the taxi industry and the government.
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Also, significant changes have been made to taxi
ranks at Melbourne Airport - one of the most
efficient airports in the world when it comes to
moving taxis through its precincts. Modem
technology which has been developed in
cooperation with the taxi industry and the
association has been introduced at the airport. We
have worked tirelessly to ensure Victoria has
state-of-the-art technology at the airport to
accommodate the large number of taxis that gather
there. Mr Power has probably not even seen the taxis
operate at Melbourne Airport; perhaps I should take
him out there so he can understand the importance
with which the government regards the Victorian
taxi industry.

Wednesday, 10 December 1997

Hon. G. R. CRAIGE - Perhaps you are not clear,
but I am clear on this, Mr Power.
Hon. Pat Power - You are criticiSing taxidrivers.
Hon. G. R. CRAIGE - No, I am not one to
criticise taxidrivers because I have the utmost
respect for the majority of them; they behave well
and are vital to our public transport network.
During his contribution to the debate Mr Power
made certain statements that I must say are again
incorrect, as were unfortunately most of his
statements this morning - in particular, when it
comes to cameras in taxis.

I refer to Mr Power's comments about the Transport
Workers Union of Australia. I respect the TWU's Bill
Noonan enormously and I am disappointed he said I
broke a couple of appointments to meet him. If that
is the case, I apologise to him. I will contact him by
telephone this afternoon and will arrange to see him.
I will certainly contact him quickly. I have a great
deal of respect for the TWU involvement in the
heavy vehicle industry.

He said that the Western Australian system was
operational. The Western Australian digital system
has encountered significant problems and in fact, the
government has had to - -

Honourable members may like to guess how many
of the 17 000 taxi certificate licence holders are TWU
members. The TWU inherited its members from
another association - it did not do the hard work
and sign them on; others did the hard work. The
TWU has about 500 members.

Hon. Pat Power - We would not expect the
Court government to do it very well.

Hon. Pat Power - Union amalgamations.
Hon. G. R. CRAIGE - That's not many
members, but I have quite rightly given them a
position on our Victorian Taxi Driver Safety
Committee, as we have done with other groups who
represent Victorian drivers. It is important to
understand that the TWU has only about 500
members of the 17000 taxi drivers in Victoria.
Mr Power said he had been informed by a taxidriver
that the Premier said in May 1994 taxis would be
fi tted with screens.
Hon. Pat Power - The Premier said that by
December 1994 taxis would be fitted with screens.
Hon. G. R. CRAIGE - I assure the house that the
Premier has not made such a statement.
Hon. Pat Power - He ought to make himself
clear.

Hon. Pat Power interjected.
Hon. G. R. CRAIGE - You made the statement. I
am telling the house that is not true.

Hon. G. R. CRAIGE - It found faults within the
digital system and published new specifications for
a tender to supply a camera system in WA cabs. It is
important, when one talks about cameras, to
recognise that no state has introduced cameras into
cabs. South Australia has carried out a trial.
I am pleased to advise the house of an initiative to be
launched today. It is unfortunate that Mr Power won
the day over Mr Theophanous in moving his motion
today; I even had a dorothy dixer ready for question
time this afternoon!
Hon. Pat Power - You got it together yesterday
afternoon; come clean.
Hon. G. R. CRAIGE - It was no media stunt
because I take taxidriver safety seriously, as does the
taxi industry. Nobody in that industry could ever
accuse me of not taking taxidriver safety seriously.
Today the government has commenced a trial in six
cabs of different types of surveillance cameras. The
trial will be carried out for three months. The
installed variety of cameras will allow us to assess
the best form of surveillance cameras in cabs.
Mr Power understands some of the issues involved
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with taxis, especially cameras. We need them not
only as a deterrent but to have a filmed record to
assist in launching any necessary prosecutions.
Also this morning I released a report entitled
Taxidriver Survey - Victoria prepared for the
Victorian Taxi Driver Safety Committee by Or Fiona
Haines from the criminology department of the
University of Melbourne. The report reveals that
58 per cent of people who had been assaulted and
57 per cent of those who had been robbed in taxis
want cameras installed. Therefore, as this report
highlights, the government has commenced a trial of
surveillance cameras in taxis.
Hon. D. A. Nardella - What did the survey say
about screens?
Hon. G. R. CRAIGE - Hang on! I will talk about
them and Mr Furletti will further elaborate on the
installation of screens in taxis. As Mr Nardella found
in his survey, the Victorian Taxi Driver Safety
Committee report revealed a mixed view in the
community on the use of screens. Some people like
them, others do not. If a taxidriver requests a screen,
it should be installed. A national standard for
screens has now been developed. Earlier this year in
New South Wales there was a lot of hot air about
making screens compulsory. However, the
program has still not commenced, simply because
they did what so many other people do - yelled
first and then realised that safety requirements
applied to the installation of safety screens in cabs.
The last thing we want to do is put a capsule in a
taxi that entraps the driver.
Hon. Pat Power - I could not agree more.
Hon. G. R. CRAIGE - I will make sure that the
protection of the taxidriver is paramount. That also
means ensuring that when an incident occurs the
driver can easily get out of the taxi. I will pursue
that.
Hon. Pat Power - You have our support.
Hon. G. R. CRAIGE - We now have a model
that we believe will be successful. It is a matter of
putting production lines in place and seeing how
they work. The government is committed to
taxidriver safety. It is important that cab companies
install a variety of screens. Dandenong Cabs still has
some screens installed, and we have seen other
varieties. Clearly, we have to be able to meet
national standards, which also means looking at
airconditioning for Queensland drivers compared
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with airconditioning for drivers in Victoria, which
relates to a heat issue.
We should not draw too much from some of the
incidents that have led to the deaths of taxidrivers. It
is important to note that a lot of those incidents have
occurred outside cabs, not inside. It is unfair to
associate the deaths of individual taxi drivers with
the lack of safety screens. In most cases the driver
would not have been saved by a screen, simply
because either he had left the taxi or the perpetrator
had assaulted him through an open window. In
those circumstances it would not have mattered
whether or not a screen had been installed.
We should always be careful about drawing too
much from individual cases of taxidrivers who have
been murdered when all the facts are not
available - although the facts are pretty dear in the
majority of cases. It is irresponsible for members of
this chamber to refer to particular taxi driver deaths
without explaining the full details but implying that
safety screens would have made a difference. In
reality, in the majority of cases they would not have.
In conclusion, I again refer to the accusation that we
rely on rhetoric. Today I have clearly pointed out to
the public, including those who will read the debate,
that the government has done much more than the
Labor government ever did in its 10 years in office,
and we will continue to improve the safety of
taxidrivers. The government therefore opposes the
motion.

Hon. D. A. NARDELLA (Melbourne North) - I
support the motion moved by Mr Power. I was a
member of the former Crime Prevention Committee,
which examined and reported to Parliament on
various issues concerning the taxi industry. Many of
the committee's recommendations have been
gradually implemented.
Members of the committee travelled to Sydney to
talk to representatives of the New South Wales taxi
industry, including taxidrivers. We also travelled
around Victoria to talk to both metropolitan and
country taxi operators and drivers. During that
period we attempted to use the taxi service wherever
possible.
One of the amazing things we found was the lack of
taxidriver training. In some instances drivers had a
poor knowledge of locations - especially interstate.
In the heart of Sydney we came across drivers who
did not know where Woolloomooloo was. Saying
'Take me to Woolloomooloo' in Sydney is like
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saying, 'Take me to East Melbourne', here. That is
how far Woolloomooloo is from the centre of
Sydney!

install the screens. They are easily detachable,
effective and not expensive to install, but the
owners, for whatever reason, do not see fit to do so.

Those drivers did not project a good image for their
state. A person from interstate or from overseas
would have been disappointed with the level of
service provided by and the local knowledge of
those taxidrivers. We had to direct our taxidrivers
not only to Woolloomooloo but to Woolloomooloo
Waters, where we were staying. That was
unacceptable. We had the same sorts of experiences
in Victoria.

I urge the minister to look seriously, even in the
interim, at the existing screens with the view of
strongly encouraging owners to install them if
drivers want them fitted for their own protection or
safety or for their perceptions of safety. That should
occur particularly because of what the minister said
about taxidrivers moving out of their cabs and being
attacked.

The opposition acknowledges the amount of work
that has gone into investigating the taxi industry. I
congratulate Mr Smith for his leadership of the
Crime Prevention Committee - Ken and I have a
mutual support society. His commitment, along
\Vith that of the other members of the committee, to
the task of examining and recommending
improvements to the taxi industry is generally
recognised.
As I said, the committee's report has been the basis
for many of the changes the government has made
in the area of taxi safety. The global positioning
system is important. If a driver is in distress it is vital
to know roughly where he or she is in the
metropolitan or country area. Duress alarms are also
necessary, as are the visual display units that are
placed on the rear windows. When the driver
presses the duress alarm a message flashes - 'Call
the police, driver in duress' or 'Driver in danger'.
They are important steps in protecting taxidrivers.
Those are the sorts of issues the committee looked at
during its inquiry.
The minister needs to continue pushing through the
reforms to the taxi industry - especially in some of
the smaller companies. They are the ones who
scrimp and save; they are the ones who are not
prepared to spend money, whether on a global
positioning system, cameras, screens or other safety
mechanisms requested by drivers.
The recommendation to supply taxidrivers with
screens when they are requested has not been
implemented, although suitable screens are
available. One of the problems highlighted in the
report was that many of the drivers were attacked
from behind, either \Vith knives or perhaps by
assailants trying to strangle the drivers by pinning
them down with the seat belt. A number of the
screens can take that possibility into account, and
taxidrivers have been requesting their employers to

Another issue that was raised in the report and
continues to be raised is that of cabs for disabled
people. Members of the community I represent tell
me they find it extremely difficult to book cabs for
disabled people and, once the cabs are booked, to
have them turn up on time, which often results in
missed appointments.
Hon. G. R. Craige - Which company is that?
Hon. D. A. NARDELLA - It is a general
comment, and there has also been considerable
information about it on the radio. The minister will
find that his press-clipping service will help him,
and a lot of information can be picked up on 3LO.
The government should also increase the number of
taxis to assist disabled people because probably the
only way they can get around is by using taxi
transport. I have heard on radio of cases where
people feel frustrated and isolated because of the
lack of cabs for the disabled.
The opposition welcomes the survey and the
proposed camera trials in six taxis. The report has
recommended that screens be installed in taxis, and
it is good to see that the Victorian Taxi Directorate
continues that process even though it has meant that
a number of people are no longer driving cabs. More
needs to be done, which is why it is important for all
members support the motion.
Hon. C. A. FURLETTI (Templestowe) - I am
very pleased to be afforded the opportunity to
oppose the motion moved by the opposition. As was
so accurately pointed out by the Minister for Roads
and Ports, when in government for 10 years the
Labor Party did nothing about the safety of drivers
in the taxi industry. As the minister pointed out,
shortly after coming to government the then
Minister for Transport, Mr AIan Brown, recognised
the problem in the taxi industry and immediately
commissioned on terms of reference a committee to
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investigate and report on the industry. The Crime
Prevention Committee, as it then was, was chaired
by Mr Ken Smith and reported in October 1993 on
developing a safer taxi industry in Victoria.
The committee's report is significant. It contained
73 recommendations, the majority of which were
approved and many of which were implemented.
Along with the recommendations mentioned by the
Minister for Roads and Ports were others including
the establishment of a comments and complaints
hotline to the Victorian directorate, the introduction
of strict probity requirements for would-be
taxidrivers and - one to which scant regard has
been paid this morning - the introduction of
education for certification and training of drivers in
what I call personal skills and incident reporting,
which plays a major role in driver safety. Further
recommendations to be implemented include zero
blood alcohol levels for working taxidrivers and the
customer benefits of a uniform dress code, colour
code and cleanliness. There is also a practice of
holding strict annual and more frequent roadworthy
inspections of taxis and auditing of roadworthy
checks on the basis of the age of the vehicle.
In my view the major recommendation of the Crime
Prevention Committee was the establishment of a
registry in the form of the Victorian Taxi Directorate.
To suggest, as does the opposition, that the
government has done nothing for driver safety is a
nonsense. The facts speak for themselves: the report
of the Crime Prevention Committee was tabled in
October 1993. I congratulate that committee and two
of its members who are present today, Mr Ken Smith
and Mr Don Nardella. As a result of the main
recommendation to establish a registry, in December
1993 Mr Bill Baxter, who was then the Minister for
Roads and Ports, announced the government's
intention to establish a Victorian directorate, and by
February 1994 the Victorian Taxi Directorate was
open for business as the watchdog of the taxi
industry with a commitment to establishing a
world-class taxi service for Victoria. If, as Mr Power
suggested, that is rhetoric, clearly he needs to learn
the meaning of the word. The Victorian Taxi
Directorate then decided to work towards
establishing the Victorian Taxi Driver Safety
Committee in February 1995.
Debate interrupted pursuant to sessional orders.
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LAND (RESERVATIONS AND OTHER
MATTERS) BILL
Second reading
Debate resumed from 4 December; motion of
Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology).
Hon. PAT POWER (Jika Jika) - The Land
(Reservations and Other Matters) Bill is a small but
important piece of legislation. It is not the
opposition's intention to oppose the bill although I
shall move a reasoned amendment at an appropriate
point to express concern about particular issues.
The bill revokes the reservations on 20 parcels of
Crown land right across Victoria. Even though, as I
said, it is not the opposition's intention to oppose the
bill, it has some concerns about the process that has
been used. The government is engaging in a massive
sell off of Crown land across the state. The
opposition is concerned because the public knows
nothing about the sell off and it has not been able to
gain access to any of the due processes to establish
whether the properties are surplus and should have
been identified for sell off.
Formerly, a public consultation process would have
been held, but that process has now been
abandoned. Community groups with interest in land
issues, heritage or conservation values and
organisations such as the National Trust have in the
past been able to have access to a list of the land that
is to be put up for sale. In the past time was given
for those individuals and interest groups to check on
whether the land had conservation or heritage value.
The government is sidestepping - indeed
abandoning - the process of open community
consultation. It is proceeding at full pace with a
massive sell off without any meaningful or proper
public consultation and as a result the public has
been cut out of the process. It is not allowed to know
about the process. The former Land Conservation
Council would carefully ask for public opinion and
it would seek public submissions in three separate
stages.
This action has had an impact on local government.
A letter was sent to all councils on 1 September 1995
by the former Minister for Conservation and
Environment, now the Minister for Industry, Science
and Technology, and the former Minister for Local
Government, now the Minister for Finance, which
spelled out what local government was to do. There
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was to be a progressive review of Crown land
throughout the state. The letter said local councils
would be given a list of Crown land assets in their
respective regions with the aim of identifying which
should remain as Crown land under the Crown
Land Reserves Act.
The letter said that parks and gardens, community
centres, sporting facilities, libraries, public halls and
municipal offices would all be treated in the way
that was outlined in the letter, and the councils
would have the option to either buy or lease the
land. That horrendous letter from the former
minister backed councils into a corner by telling
them they must lease or buy the land! The general
public was not to be consulted at all.
The earth certainly moved that day. That may well
have been the day the former ministers sent the
despicable letter to councils! The land in question
affects Albert Park and public access to parks as well
as changes to the master plan. The Albert Park
community, stressed as it is, has not been consulted!
Therefore, in relation to the land in question in
Albert Park, I move:
That all the words after 'That' be omitted with the view
of inserting in place thereof the words 'this house
refuses to read this bill a second time until:
(a) a system of public consultation is put in place to
consider all proposals to revoke permanent
reservations of Crown lands and to sell Crown
land; and
(b)

public consultation has taken place with the
Albert Park community about changes to the
master plan regarding the land to be granted to
MacRobertson Girls High School, the golf course
and the future of a passive recreation area
designated as the village green picnic area'.

Although the opposition does not oppose the bill it
moves the reasoned amendment to indicate its
concern about the process. Several of the parcels of
Crown land referred to in the bill are obvious
examples of the process of forcing local councils to
identify their operational sites and then lease or buy
them.
Clause 6 refers to land at Penshurst, with which all
members would be familiar - the site of the old
Mount Rouse shire offices. The old bluestone
building is used as an office by the successor body,
the Shire of Southern Grampians. The Southern
Grampians Shire Council has no alternative but to
purchase the land because there is a council-owned
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building on the site. This is a further example of a
council being pushed into a corner.
In central Bendigo land is being used as a car park
by the City of Greater Bendigo. The government is
forcing that municipality to use ratepayer funds to
buy or lease land that it has had access to for many
years. The old shire hall at Rosedale is now
operating as a preschool and an adjoining property
has been sold.

At Bannockbum the original council offices are
being sold to the successor, the Golden Plains
municipality. That process should have included
public consultation. Land at Heatherton is in exactly
the same situation; it is undeveloped land on the
edge of a green wedge that acts as a buffer zone and
it is not appropriate that it be used for residential
purposes. The Kingston conservation coalition
group knew nothing about the proposal despite the
fact that organisation should have been involved in
every conservation issue in the City of Kingston. The
East Malvern Bowling Club is a Crown land site.
The Stonnington City Council has been forced to
consider offering $300 000 to buy part of the vacant
block and $100 000 to transfer it to parkland.
The bill excises land from Albert Park and reserves it
for use by MacRobertson Girls High School to
compensate the school for the loss of parkland when
the grand prix was imposed on the park. The
location of the land proposed in the bill varies from
the master plan because of changes made to the
adjacent golf course and to the use of the park for
the grand prix. No public consultation occurred. The
bill also contains two examples of changes to public
ownership of river frontages.
In Gruyere an adjoining land-holder will purchase
land comprising two unused roads as part of a
declaration made in 1881 protecting all river
frontages throughout Victoria. Similarly, in
Wangaratta an old reservation has protected land for
public purposes. In both cases there is no public
access to the land in question and the land is abutted
on both sides by freehold title. No public
consultation took place. The land is river frontage
but the government has lifted the environmental
protection along river frontages by allowing 35-year
leases which result in public land being handed over
to landowners without the necessary environmental
protection.

At Grantville the reservation is being lifted on a
small area of land that formerly contained an old
public hall. The site was reserved for a mechanics
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institute and a free library. The land abuts the very
important Culvert Creek, part of the Lang
Lang-Grantville wildlife corridor. TItis corridor is
important locally and the land should be viewed in
that context. The wildlife corridor has been
recognised in the Land Conservation Council report
on Western Port and in the Grantville urban and
regional strategy. Once again, however, no public
consultation has taken place in relation to lifting that
reservation. At Mangalore a parcel of land, part of a
flora and fauna reserve, is being taken away for
widening of the Goulburn Valley Highway. The
reserve in question is mainly box-ironbark
woodland, which is Significant and which currently
is inadequately reserved in the national park system.
A local committee of management is needed.
In Carlton at Argyle Square the reservation is to be
lifted to allow the construction of a car park for 484
short-term car park spaces. The opposition wants to
put on the public record its acknowledgment and
congratulations for the public consultation process
the democratically elected Melbourne City Council
ensured took place in relation to this development.
The process that the Melbourne City Council
applied in relation to Argyle Square ought to have
been replicated in relation to the other parcels of
land that are addressed in the Land (Reservations
and other Matters) Bill. The style of the Melbourne
City Council is in stark contrast to the process
undertaken by the government's commitment to a
process that excludes public consultation and
consideration of community views.
Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology) - I thank Mr Power for
not opposing the bill. I focus my remarks about
public consultation in the context of a specific issue
in Albert Park that was mentioned. The matter came
to the fore when I was Minister for Conservation
and Environment.
Hon. Pat Power - Shame!
Hon. M. A. BIRRELL - I take with a grain of salt
the indignation of the honourable member. The
MacRobertson Girls High School land expansion
possibility has been on the horizon for well over a
decade. It was widely understood that MacRobs
would probably need some land; it is one of
Australia's most outstanding government schools
with a well-deserved reputation.
When I was Minister for Conservation and
Environment I was approached by representatives of
the school and the then Minister for Education, Don
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Hayward. The school needed to expand; and the
only practical place it could possibly expand was
into Albert Park. That move was considered in the
context of a strategic and master planning process
for Albert Park. From memory, it was well before
any decision had been made on an annual grand
prix event at Albert Park.
The government consulted broadly in the master
planning and strategy process, and the community
was actively involved. We issued a draft plan for
changes to Albert Park, vis-a-vis, MacRobertson
Girls High School. It could have always been a
controversial issue but it had public support. There
was consultation and a genuine attempt to ensure
that people knew that it was appropriate the land be
preserved for potential expansion of the school. I do
not know if a financial plan was in place at the time
of the project. This measure will be good for
education as well as for Albert Park.
Over the past four years radical changes have taken
place to Albert Park, all for the better. The place was
a dive! On my first inspection in late 1992 as the then
Minister for Conservation and Environment, the
bike paths were unusable or not provided, the
walking paths were dangerous, cars were parked on
public open space because there was no car parking
or perimeter fencing, the toilet effluent leached into
the parkland and the lake because the toilets were
not connected to the sewer, powerlines strangled the
trees, management was chaotic and the quality and
presentation of the parkland was a disgrace. That is
why I was committed to having something done.
Large amounts of money have now been expended
in vastly improving the land as public land because
of a combination of events including the grand prix.
I note the criticism for the lack of consultation, but
'consultation' is not a code word for 'unanimous
agreement'. That will never happen. I cannot recall
receiving a letter disagreeing with the decision I
made on allocating land for MacRobertson Girls
High School. A search of the archives may show
there was such a letter, but if it were the case I
would remember that it created anger. I oppose the
reasoned amendment and look forward to the
passage of the bill.
Amendment negatived.
Motion agreed to.
Read second time.
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Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology) - By leave, I move:
That this bill be now read a third time.

I thank honourable members for their contributions.
Motion agreed to.
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because Mr Justice Beach was not sympathetic
towards the government. What did the government
do? It used its usual jackboot approach and
introduced legislation to stop other children from
continuing school beyond the age of 18 years. The
children, their carers and parents wanted to take the
government to the Anti-Discrimination Tribunal, but
the government did not want that to take place and
put the school, the students and the parents to the
cost of having to go to the Supreme Court which put
them at serious financial risk.

Read third time.

Renuzining stages
Passed remaining stages.

EDUCATION (STATE SCHOOLS) BILL
Second reading
Debate resumed from 9 December; motion of
Hon. R. I. KNOWLES (Minister for Health).
Hon. M. M. GOULD (Doutta Galla) - The
opposition opposes the Education (State Schools)
Bill not only for what it is but because the
government is hiding behind the guise of
introducing regulatory powers. In reality it is
discriminating against disabled students. The
legislation complements the government's vindictive
legal strategy towards students at special schools
who took the government to the Supreme Court.

The government lost the case. Mr Justice Beach
found that the government's policies were
diScriminatory. The government then introduced
legislation to prevent anybody else from going to the
Supreme Court. The government has done that
before. It is a case of deja vu. It was also found that
the government discriminated against the Northland
Secondary School, another vulnerable group in our
community. The government's treatment in
attempting to close the school was harsh because it
denied those students an education. That school
closure was challenged on the grounds of unfairness
and discrimination, as is the position in this case.
The Supreme Court appropriately found in favour of
the complainants and said that the vulnerable
students should not be subjected to such treatment.
The government is using its numbers in Parliament
to plug up the holes by introducing legislation
because it did not get its own way and discovered
that people were prepared to take it to court over its
proposals to introduce the Futures for Young Adults
program. The bill is an indication that the
government does not care about and is not
performing its proper role of protecting the
community. It is not ensuring, as it should, that any
bill it introduces is for the betterment of the
community. Legislation is supposed to benefit and
enrich the community, not isolate people and
discriminate against them.

The legislation will do nothing to improve one of the
most vulnerable groups in our society - children
with disabilities. The government is discriminating
against them by reducing their rights and options
and, in particular, narrowing their life opportunities.
The legislation is disgraceful and the opposition is
appalled that the government should use its
numbers in this and the other place to pass such
legislation. It will be interesting to note the
government members who support and vote for the
legislation. Previously, government members have
shown compassion towards intellectually disabled
children, but will they support this legislation? What
compassion will they show in the future? What
hypocrites! By supporting this legislation they will
show that they are the lackeys of the Premier.

The Futures for Young Adults program affects
80-odd schools in Victoria, mainly in the
metropolitan area. It was abundantly dear when the
program was announced that it was discriminatory.
Mr Justice Beach said that the students affected by it
would be effectively expelled from school when they
reached 18.

The only reason the bill has been introduced is that a
number of students from the Berendale special
school took the government to the Supreme Court
over the introduction of the Futures for Young
Adults program. The government lost the case

More than anyone else the parents are committed to
their children's ongoing development - their
transition from secondary school to a further
education program, being able to live in the
community, learning to handle money, use public
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transport and acquire other necessary life skills. It
takes time for special kids to learn and to adjust to
changes. The proposed legislation will allow the
government to implement a policy by which it will
throw those children out of school when they reach
18.
The inefficiencies in the department have meant that
the deadline for the introduction of the program that
will result in the expulsion of students has been
delayed until this year. Only short notice was given
to parents and teachers to allow them to help the
children adjust to the transition. I repeat that
Mr Justice Beach said in his decision that the
government's policy was discriminatory.
The opposition has received correspondence from
parents expressing concern about the discrimination
against their children. Mr Ian and Ms Kate
Woodward wrote to the Treasurer in December of
last year. I will read from the letter, which clearly
sets out the concerns of parents of children at the
Berendale special school in Moorabbin:
We enrolled our daughter at Berendale two years ago,
when she was 16, specifically because we believed she
needed the security and continuity of a four-year
program. We still believe that, but we have been told
(although not in writing) that all 18-year-olds are to be
removed from special schools by 30 June under the
'Futures for Young Adults' program and the decision to
transfer responsibility for students with disabilities
who are aged 18 or over from the Department of
Education to the Department of Human Services.

Mr Woodward goes on to outline his position and
his relationship with Berendale:
We are not objecting to the program itself; from what
we have been able to learn of it so far, it appears to be a
welcome improvement on the range of options
available to the disabled once they have finished
school. However, we do have very strong objections to
some aspects of the way the policy has been formulated
and is to be implemented.
First, it is arrogant and ill-informed to believe that all
young people are ready to move on from school as
soon as they turn 18. All kids mature at different rates
and what the architects of this policy fail (or refuse) to
realise is that most children with disabilities have a
very disrupted school life, frequently changing schools
a number of times and often missing long periods of
schooling through hospitalisation or some other form
of treatment. By the time they reach 18, many of them
have had only three or four years of effective schooling.
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This is something that is far too important to be

determined by such a meaningless and arbitrary
criterion.
Second, it is grossly unfair to be given so little notice. A
letter from the Minister for Youth and Community
Services announcing the program - the first that some
parents had heard of the change - was dated
11 November (barely a month before the end of the
school year) and our only opportunity to obtain some
details was a meeting with a representative from the
Department of Human Services at Berendale last night
(on the eve of the very last day of term)! Anyone who
has ever had anything but the most perfunctory contact
would be well aware that many people with
intellectual disabilities react poorly to uncertainty and
change; they need time to come to terms with new
situations and to feel confident and secure. Students,
parents and the schools need to have the option of at
least a full year to plan, prepare and adjust to such a
major change as this.
Finally, and most importantly, it is blatantly
discriminatory that students with disabilities should be
arbitrarily removed from special schools at the end of
the year in which they turn 18; this is not a restriction
that is imposed on others in the education system. And
the injustice is even greater for those who are
unfortunate enough to have their birthday towards the
end of the year, as they are to be kicked out almost
immediately they turn 18, while someone whose
birthday happens to be in January can remain until
they are almost 19.

Those three or four points clearly set out what is
wrong with the government's proposal. Those
concerns were substantiated by Mr Justice Beach in
his decision. He found that the government's policy
was discriminatory and sought to establish a
two-class system of education. Some students will
have to leave special schools when they reach the
age of 18 years, but that will not be the case in
mainstream education.
As Mr Woodward explains, his daughter and other
people with intellectual disabilities take time to
adjust to such changes and the changes should not
be imposed on them. I have an eight-year-old
nephew who is autistic. I know what my brother and
sister-in-law have to do to help him get through his
daily routine. He attends two different schools over
five days of the week and they have to ensure he
knows exactly what to do on Monday, Tuesday and
every other day of the week. It takes a long time to
do all that.
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His timetable is going to change in the new school
year and they will have to work through that over
the next couple of months to prepare him for those
changes. I understand and appreciate what the
Woodward family says and what Mr Justice Beach
said in his decision - that it takes time to adjust to
those sorts of changes and the policy discriminates
against the students involved.

The Supreme Court found that the government's
proposal was discriminatory in allowing one group
of VCE students to stay at school beyond the age of
18 yet denying the same right to another group of
students if they have not already started VCE. It is a
two-class system - what is good for one group of
people is not necessarily good for another - and it
is discriminatory. That is what the government's
policy and the legislation are all about.
The government's policy discriminates against
intellectually disabled children because they fall into
a particular category. An 18-year-old who is in year
10 will not get the opportunity to be involved in the
VCE. The crux of Mr Justice Beach's decision is that
expelling students when they attain the age of 18 is
detrimental to them and discriminates against them,
especially as the policy is directed at intellectually
disabled students. The policy obviously does not
apply to mainstream situations, so there are two
groups of students.
The opposition has received a letter from
Pamela Miller and Charles Rodger, who have a child
at the Montague Continuing Education Centre in
South Melbourne, raising their concerns. The letter
describes the nature of the school, and states:
The school accepts students from 16 years of age but
some students do not start there until 17, 18 or even
older - either because they haven't known of the
school or they simply haven't been ready.

The letter goes on:
Montague is an excellent school for those who need
independent living skills, social and personal
relationship tuition. It also offers VCE subjects from
units 1 and 2, work experience and a transition
program to Western TAFE. The programs offered at the
school are well designed and particularly suited to the
students. The teachers are innovative and dedicated
and are constantly improving methods of assisting
those with learning difficulties.
We have seen our daughter achieve wonderful success
at Montague, and many of her classmates, too.
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Nonetheless, we don't believe she is yet ready to
proceed full time to a TAFE college.
There are well over 20 students at Montague who are
over 18 and have planned, during 1996, that another
year at the school is necessary to consolidate skills,
broaden life experiences, instil more confidence,
increase VCE units and encourage a study and work
ethic mentality.
Eighteen is such an arbitrary age, especially for those
with an intellectual disability. Although these people
are classed as young adults, they still need parents and
carers to help them manage their lives and guide them
in many everyday decisions, including schooling.

The letter continues:
The introduction of the l8-plus program came very
suddenly. Potential alternative providers haven't had
time to plan and establish suitable programs. Where is
there any other organisation that can provide the sort
of program offered by Montague? Also we, as parents,
have not had the opportunity to identify or evaluate
other possible programs.
As our daughter is a slow learner, with a short-term
memory problem, she needs a longer time in which to
learn; she repeated some years at school, and it worked
well for her. Our daughter needs this extra year at
Montague.
We do not want our daughter to stay on at school
indefinitely. We wish to see her grow, achieve and
move on to the next level as she is ready. From our
discussions with parents of other Montague students,
we believe that they hold similar views.

That letter clearly sets out the concerns of the
parents in this case and what their child needs. Their
IS-year-old daughter has repeated years at school
but has eventually passed and been able to learn.
They acknowledge that she will take longer to learn
things.
By introducing the legislation the government will
prevent the students of whom I have spoken
continuing in school. Normally one would expect
those children to be allowed to remain at school
until the age of 21 to allow them to grow into young
adults and complete their VCE, especially students
in special schools, yet the department says they are
out. They will be expelled, gone - and that's it.
When they turn 18, out they will go.
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Victoria has a bad government. The government
should not be using its majority in both houses to
ram the bill through. It is an outrageous abuse of its
power. It is an outrage for the government to treat
Victorians in this way, especially these special
intellectually disabled children. As the parents who
have a daughter at the Montague centre said in their
letter, parents do not put their kids through school
just for the sake of it. Parents want their children to
learn and move on - to be able to move forward
and live normal lives.
The opposition is proposing a reasoned amendment
because the government has introduced the
legislation before the results are known of an appeal
to the Supreme Court from a decision that found the
government's policy to be discriminatory and
without the regulations the legislation is based upon
having been put before the house. Therefore, I move:
That all the words after 'That' be omitted with the view
of inserting in place thereof 'this house refuses to read
this bill a second time until the outcome of proceedings
known as Stuart Bacon and Ors v. State of Victoria
(Department of Education) (No. 6691 of 1997) in the
Supreme Court of Victoria and the draft regulations
proposed under the legislation are tabled in this house'.
The opposition has moved the reasoned amendment
for the reasons set out in it. The government did not
like the outcome of the court case so it has
introduced legislation to get around it. It is
inappropriate for the government to proceed with
the bill before the appeal process has been
completed. The Supreme Court found the
government guilty of discrimination, yet the
government has ignored the court and introduced
the legislation. Mr Justice Beach's decision could be
overturned or upheld. The government should not
treat the courts in the way it treats Victorians
generally and these students in particular - with
contempt. The government is treating the Supreme
Court with contempt. It did not like the court's
decision and has introduced legislation to get
around it. A couple of other students have started
proceedings that have not yet gone as far as the
Supreme Court. It is a question of the stage those
proceedings are at, as well.
Much of the second-reading speech refers to the
regulations. We are not sure whether they will
increase discrimination or reduce it because they
have not been tabled. Every government member
ought to be ashamed about supporting the
legislation.
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The bill affects intellectually disabled children, who
are some of the most vulnerable people in our
society. They are treated as second-class citizens
because they take a little longer to learn and a little
longer to adjust to things. It is now the end of the
school year and year 12 VCE students are finishing
schooL In the early part of next year they will
commence university, TAPE or wherever.
Universities and TAPE colleges do not necessarily
have the support systems that are found in
mainstream schools and even special schools, so
they will find leaving the mainstream intimidating.
However, they will manage a lot better than those
special children who take a little longer to fit into the
integration process. They will be forced out of their
schools before they have had a chance to take part in
transitional learning programs. Because of that they
will not be appropriately prepared to enter tertiary
or further education or some form of employment
and manage money and transport and the every day
things we take for granted.
As was said in the letters I referred to, those students
receive their training from dedicated teachers and
principals. Members of the opposition received a
number of telephone calls from principals of special
schools who were not too impressed with the views
expressed by the honourable member for Ripon in
another place when the bill was debated in that
chamber. They were displeased with him because he
said principals were more interested in their global
budgets than in their students. Judging from the
telephone calls we received from principals, I am
sure the honourable member for Ripon will receive
one or two calls. Fancy saying the principals of those
schools are more interested in their global budgets
than in the students they care for. They are a
dedicated bunch of teachers. To be able to teach in
special school they, too, have to be special. His
comments were absolutely outrageous!
At the time the opposition raised concerns about the
program and the subsequent transfer of funds from
the Department of Education to the Department of
Human Services. We strongly opposed the program
and suggested that the government immediately
withdraw it. The Minister for Education said that if
as a result of the decision by Mr Justice Beach in the
Supreme Court the government had to go back
down the same track, it would cost $34 million. He
was a bit worried about that money having to come
out of the education budget.
The interesting thing is when you examine the
transfer from the Department of Education to the
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Department of Human Services you find the sum
was not $34 million but only $17 million - so in the
process of transferring it, the government cut the
funding by 50 per cent. When the Supreme Court
decision was handed down the minister said it could
cost the government $34 million, yet only
$17 million was transferred from the Department of
Education to the Department of Human Services.
The government has done the usual thing and cut
funds.
The government has imposed on those students a
program that has not been properly developed.
Because of that the government could not assist
schools to implement it. Rather, it has been a case of
the government saying, 'Wham, bam, when you
hit 18, out the door you go!'. A meeting of special
school principals unanimously agreed to
recommend to the government that it ought to
extend the transitional program to cover the years
from 18 to 21 to ensure consistency. If the
government had accepted that recommendation, it
would not be in the situation it is now in of
implementing a policy that discriminates against one
group of students.
Legislation was passed only recently to allow
VCE students to stay on in mainstream schools until
they are 21. The special school principals spoke to
the department to try to get it to take a reasonable,
fair and non-discriminatory approach, but it would
not listen. That is why the case ended up in the
Supreme Court, where Mr Justice Beach found the
government guilty of discrimination.
Without any idea of what ought to be put in place,
the government introduced the program with its
usual sledgehammer approach. It did not care what
the courts said or whether a student was 18 years of
age and had not started his or her VCE. Its approach
was, 'Sorry, once you reach 18, you will be expelled.
Out the door you go'.
The opposition strongly opposes the bill. Debate
should not proceed until the regulations have been
tabled. The case before the Court of Appeal is not
finalised. Every government member ought to
oppose the bill for the same reasons given by
Mr Justice Beach: it is discriminatory and it prevents
young intellectually disabled children from
completing their schooling. The bill depends on
regulations that are not even in place and it tries to
get around the consequences of an appeal against a
Supreme Court decision that has not even been
heard. I urge all honourable members to support the
reasoned amendment and oppose the bill.
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Sitting suspended 12.59 p.m. until to 2.02 p.m.

Hon. AN DREW BRIDESON (Waverley) - I
support the bill and oppose the reasoned
amendment. I shall comment briefly on the false
assertions made by Miss Gould, take the house
through clauses 1, 3 and 4 of the bill and place the
department's age-based policies on the record.
Miss Gould missed the mark on quite a few
statements she made. One of those statements which
was absolute nonsense and could not be further
from the truth was that the government does not
care about students with impairments and
disabilities. She is quite wrong - it does.
As a result of policies established by a committee in
1989 when a former Premier, Joan Kimer, was
Minister for Education, the current government
implemented two recommendations on which it has
based its policies. Those recommendations emanated
from a report entitled Report of the working party on
students with intellectWlI disability aged over 18 in
Ministry of Education Office of Schools Administration
Special Schools (report).

The two recommendations are outlined in the
second-reading speech, and I will put them on the
record again. Recommendation 1 was as follows:
The Office of Schools Administration provide programs
for students in special schools for students with
intellectual disabilities up to and including the year in
which they turn 18 years. This is in line with existing
Ministry of Education policy that school programs
should be provided for students with an intellectual
disability from apprOximately five years to
approximately 18 years of age.

Recommendation 2 is:
The Division of Further Education take responsibility
for the development of literacy, numeracy, special
interest and leisure skills programs and take over those
elements of school programs for these adult students.

If my memory serves me correctly, Evan Walker was
the minister responsible for post-secondary
education at the time and Peter Spyker was the
Minister for Community Services. They were the
people who encouraged the government to produce
that report and who accepted the recommendations,
and we were the people, in government, who
implemented them. Therefore, the opposition is
arguing against policies it played a significant part
in formulating.
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Miss Gould also said that the government had
shown callous disregard - I do not know whether
they were her exact words - by having thrown out,
expelled and arbitrarily removed students over the
age of 18 with impairments from their special school
settings. Nothing could be further from the truth.
Only yesterday I spoke with a special school
principal in my electorate and went through this
specific issue with him. He assured me that over a
period all students were placed in adult institutions
that could accommodate them and the programs
were so flexible that they could be built around the
students. He told me that in no way were students
expelled or forced out as asserted by Miss Gould.
Miss Gould also produced a couple of letters
outlining difficulties that some parents foresaw in
the changes to the Futures for Young Adults
program. Yes, we would agree that many teachers,
parents and principals were apprehensive about the
changes, as most of us are about any form of change,
but we need to look further down the track before
we make judgments about those changes.
I am advised that some 1270 students out of
approximately 1280 made the transition from one
educational institution to another, and they have
done so with remarkable results. The only people
who seem to have been unhappy with the program
were the students or parents of the students from the
Berendale special school who took the court action.
It appears from my reading of speeches in the other
place that government members have interviewed
parents, visited schools and seen the success of this
program, which puts the lie to the statements made
by Miss Gould.
Clause 1 sets out the main purpose of the bill, which
is to amend the Education Act 1958. Clause 3 inserts
new section 25C and its purpose is twofold. It
provides, firstly, that a school principal may refuse
to enrol a person or allow that person to attend a
state school if the person is not within the age
requirements of the regulations to be made under
this new section. Secondly, it makes regulations
concerning the age requirements for persons to enrol
at or attend state schools.
The bill is designed that way because under the
Department of Education age-based policies
principals now have discretion to enrol students
who do not fall within the age policy. However, I
make three additional points. Firstly, such students
are not counted for enrolment purposes for funding
by the department; secondly, the students do not
receive any funding from the department; and
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thirdly, the principal is unable to use the school's
global budget for the provision of any services for
the student, and the principal is aware of that.
Proposed section 25C authorises regulations that
prohibit the enrolment of persons at state schools.
They state that persons are not entitled to be
enrolled, thereby leaving the principal with the
discretion. Proposed section 25C(1) provides that the
principal may refuse to enrol such a person.
Clause 4 inserts proposed section 85, which will
ensure that the provision does not affect the rights
and obligations of the parties in the proceeding
known as Stuart Bacon and ors v. State of Victoria
(Department of Education). I place on record a
summary of those proceedings because it is
important for Parliament to understand why the bill
is not being rammed through Parliament, as
Miss Gould said, but will pass in the normal way so
that the education of students with impairments or
disabilities can proceed in an orderly fashion as a
result of the court case.
In 1992, Berendale special school, a state school
established under the Education Act, introduced the
IS-plus transition program. The program is
designed to assist mildly intellectually impaired
adults transfer to the adult community by teaching
independence in travelling, banking, purchasing
food, communication skills and extended work
placements. The program provides those yOWlg
adults with what we know as everyday living skills.
The 18-plus program at Berendale ran for five years
and six months, ending on 30 June this year.

Under the age-based policy of the Department of
Education announced in November 1996, three
students at Berendale were required to leave the
school and had the option of enrolling in the Futures
for Young Adults program. Nine students from
Berendale special school commenced proceedings in
the Anti-Discrimination Tribunal claiming direct
and indirect discrimination on the grounds of age.
The matter was referred to the Supreme Court as a
special complaint under section 126 of the Equal
Opportunity Act. Mr Justice Beach handed down his
decision on 7 November 1997 and held that the
Department of Education's age-based policy
annoWlced in November 1996 constituted direct and
indirect discrimination against the complainants.
The court made orders requiring the department to
permit the complainants to return to Berendale; to
reinstate the Berendale transition IS-plus program;
and to include the complainant's in Berendale's
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school global funding. Orders were also made for
legal costs.
The Department of Education appealed to the Full
Court of the Supreme Court and has been successful
in obtaining an order for an expedited hearing. It is
anticipated the hearing will be held early next year.
It is important to note the proposed legislation does
not overturn the Supreme Court's decision in respect
of the complainants at Berendale. The Supreme
Court's decision operates in respect of those
complainants and, subject to the outcome of the
appeal to the full court, the department will need to
comply with the Supreme Court's decision in respect
of those complainants. At all times the government
is abiding by the Supreme Court's decision.
I mentioned before that Miss Gould made some false
assertions. One was that the government was trying
to save money by forcing students out of special
school settings into other school settings. The
government spends more than $17 million a year on
recurrent funding for those students. It spent
approximately $10 million on start-up costs for the
Futures for Young Adults program now managed
by the Department of Human Services. The program
was with the education department and the money
is still allocated to the students in the transfer from
one department to the other. It is important to
recognise that Victoria spends more per head than
any other state on students with disabilities and
impairments - a fact that Miss Gould did not
mention. It is important to place on the record the
Department of Education's age-based policies. The
primary school policy states:
... a child is not entitled to enrol at a state school unless
the child turns 5 by 30 April and the enrolment relates
to a course of primary education (or other course
approved by the minister).
... a person is not entitled to continue at the primary
school after 31 December of the year in which they turn
13 years of age (unless approved by the minister).

Honourable members should know that the special
schools policy is an Australia-wide policy, so it is not
just unique to Victoria. It states:
... a person over 18 years on 1 January is not entitled to
be enrolled or attend a special school, but if enrolled
prior to turning 18 may stay until 31 December of the
year in which they turn 18.

In other words, the students may remain at the
school during the year in which they turn 18 years,
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so they are not forced out. The policy for state
schools offering secondary education in
metropolitan areas states:
... a person over 18 years on 1 January is not entitled to
be enrolled unless enrolled in the VCE and under 21 as

at the same 1 January.

The policy for non-metropolitan areas states:
... a person of or over 18 years as at 1 January is not
entitled to be enrolled unless enrolled in the VCE. The
person is not entitled to remain enrolled after 31
December of the year in which they turn 21 unless
there is no TAFE or alternative provider within a
reasonable geographic distance from the school.

The policy for English language schools states:
... a person is to be under 18 years of age when
commencing a course at such a school. These courses
last 6 or 12 months, and a person may stay after
reaching 18 for the sole purpose of completing a course
commenced prior to turning 18.

Under this policy the minister may grant exemptions
from the age requirements on an individual basis
according to the merits of the case.
The funding policy of the Department of Education
states:
Students that fall outside the age regulation are not to
be counted by the principal for enrolment purposes for
funding from the Department of Education, and the
principal is unable to use the school's global budget for
the pro"ision of services to such students.

The department has an open and transparent policy.
Principals take all such matters into consideration
when enrolling students. The departmental policy
on expulsions from state schools states:
A person of or over 15 years of age who is expelled
from a state school is not entitled to be enrolled at a
state school. This reflects the provisions of the current
ministerial order on expulsions, which states that
students under 15 must be given the opportunity to
continue their education, whereas students over 15 are
not given that opportunity.

Given the hours the house has sat in the last day or
so, I will not comment further on the bill except to
say I have pleasure in supporting it. I certainly
oppose the reasoned amendment.
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Hon. C. J. HOGG (Melbourne North) - To some
degree I was associated with this policy in its
genesis. Initially I had some doubt about removing
the IS-plus group from the special education
settings, but I was quickly convinced that it was, in
all practical ways, the best thing for those young
people and for their families.
I agree with Mr Brideson when he says Victoria
spends more than other states in this area; it always
has done. It spends significantly more. It is
important that education ministers now and in the
future maintain their effort and do not allow this
area to be subjected to severe budget cuts. Also, it is
important to be vigilant, to keep an eye on federal
ministers who are frequently keen to distribute
Victoria's share of the funding for special education
to other states on the grounds that Victoria already
has a good system compared with some other states.
However, I make only a few points about the bill
because Miss Gould has capably set out the
objections of the opposition to what the bill seeks to
do. I refer to the actual education content, I suppose
one could call it, of the programs that are being
developed and need to be developed for young
adults. I have mentioned that Victoria spends more
than other states in this field, but this is a very
expensive area of education. There is no way in
which it can be ever done on the cheap. It is both
source and staff intensive. It involves a great deal of
one-to-one and small group work. Clearly, adequate
resources need to be put aside.
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areas of education, it is important to pay attention to
individuals when we talk about young people with
intellectual disabilities and special needs. As the
Futures for Young Adults program is being
developed, it is a perfect time for innovative and
far-reaching programs, but also for programs that
are developed through taking the necessary time
and not rushing into experiences that are not good
for the students.
Mr Brideson made the point that this program has
been, generally speaking, successful. Today we have
heard about some of the less happy experiences
cited by Miss Gould, and I have heard about other
unhappy experiences for the young people
concerned. That is to be expected. We must
remember that not every experience will be equally
successful; for each student there must be a program
that will work, one which is properly mapped out
and which takes into account the very special needs
of that young person.

Miss Gould has spelt out the opposition's objections
to the bill. I support the reasoned amendment, but at
this stage in the IS-plus program, as we used to call
it, the government has an opportwtity to introduce
many interesting and innovative programs from
which other states may learn.
Hon. D. A. NARDELLA (Melbourne North) - I
oppose the bill, which is one of the worst pieces of
legislation ever seen in this place.

Honourable members interjecting.
The programs also need to be researched, worked up
and developed with great care. Indeed, many of the
programs for those young adults need to be tailor
made because of the requirement that they move
from their special settings into other programs that
prepare them for mainstream living in the world of
work.
There are certainly many opportunities for young
people in special schools, and they can be in a
variety of things. Only 10 hours ago I read of one
new program that was reported in the Age. I imagine
a number of programs and projects for next year are
being announced. As Miss Gould said in a variety of
ways during her contribution, not all people are
ready at 18 years to move into the same sorts of
programs. There need to be many kinds of
programs, case management and recognition of the
differences. Time needs to be allowed if young
people for some reason or other cannot quite make
the move when the special school and their families
believe that should happen. More than in most other

The PRESIDENT - Order! I have hardly heard
two words from Mr Nardella.
Hon. D. A. NARDELLA - Government
members will be condemned for supporting this
legislation because the people to be affected by it
and who the government has discriminated against,
according to Mr Justice Beach of the Supreme Court,
are the disabled young.
Hon. Bill Forwood - Read the bill.
Hon. D. A. NARDELLA - I hear the inane
interjection by Mr Forwood. The bill has been
introduced into this place for only one reason - to
discriminate against young disabled people.

Honourable members interjecting.
Debate interrupted pursuant to sessional orders.
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QUESTIONS WITHOUT NOTICE
Workcover: pre-existing injuries
Hon. T. C. THEOPHANOUS (Jika Jika) - I refer
the minister responsible for Workcover to the
government's proposed Workcover changes. Is it not
the case that injured workers who apply for future
employment will be obligated to tell their potential
employers of their pre-existing work-related injuries
and that if they fail to do so they will not be entitled
to compensation if they suffer injuries that aggravate
their conditions? What guarantees will the minister
give that injured workers will not be discriminated
against by employers on the basis of any information
they provide about previous injuries?
Hon. R. M. HALLAM (Minister for Finance) By way of preamble I point out that the prospective
employee is not obligated to provide any
information to the prospective employer.
Hon. T. C. Theophanous - Is not?
Hon. R. M. HALLAM - The prospective
employee is not obligated to provide that
information. However, he or she should be aware of
the ramifications of that in relation to the job for
which he or she is applying. Should the prospective
employee choose not to provide that medical
evidence, he or she will not be able to rely on that
medical condition in an action which might cause an
aggravation of the condition.
Hon. T. C. Theophanous - How can you
guarantee they will not be discriminated against?
Hon. R. M. HALLAM - I hear what the
honourable member says, but I want to put it in a
slightly different context. The honourable member is
implying that the employer will automatically take a
position that is to the disadvantage of the employee.
Hon. T. C. Theophanous - They won't hire
them, basically.
Hon. R. M. HALLAM - I think that is a bit
Wliair, because in many instances the opposite case
may well apply, where the employer takes into
account a condition that already exists.
Hon. T. C. Theophanous - So they should put it
on their CVs? They are positive features?

Wednesday, 10 December 1997

Hon. R. M. HALLAM - I know you want to be
difficult on this, Mr Theophanous, but the
choice-Hon. T. C. Theophanous - No, I am just asking
a simple question.
Hon. R. M. HALLAM - No you are not; you
want to be difficult. I am simply saying to you that if
a prospective employee is not prepared to declare an
existing medical condition, then - Hon. T. C. Theophanous - Why should they?
Hon. R. M. HALLAM - Mr President, I simply
make the point, and I will ignore the honourable
member because he is being deliberately obtuse - Hon. T. C. Theophanous - Nobody asked you
about a pre-existing condition before you came into
Parliament.
Hon. R. M. HALLAM - It would be unfair on
both parties if an existing precondition were not
declared but then subsequently used as the basis for
a further claim. I would have thought that, even
given the bias of the honourable member who has
asked the question, there would be some
circumstances in which it would be to the advantage
of the prospective employee to declare a pre-existing
medical condition, in which case the employer could
take that into consideration.
Hon. T. C. Theophanous - Give us one example.
Hon. R. M. HALLAM - For instance, if a
prospective employee has a congenital back
condition, it would be stupid of him to apply for a
position that involved heavy lifting. If the
prospective employer knew about that, he would
not consider the person for that particular position
but may well find him an alternative position. We
are simply saying that if as a prospective employee
you choose not to declare a pre-existing condition
you will no longer be able to rely on that as a basis
for a further claim.
The PRESIDENT - Order! The next question
will be asked by Mr Boardman, who is celebrating
his 27th birthday.

Honourable members interjecting.
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Youth: employment initiatives
Hon. B. C. BOARDMAN (Chelsea) - I could not
think of any other place I would rather be, and
thanks to the Leader of the Opposition, I get to
celebrate my birthday twice! Will the Minister for
Industry, Science and Technology advise the house
of steps taken to expand the youth employment
initiative?
Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology) - I thank the honourable
member for his question and wish him the best for
his birthday.
Hon. T. C. Theophanous - How old is he?
Hon. M. A. BIRRELL - He is 27, which makes
him one of the many people on our side of politics to
be endorsed under the age of 30. The ALP has yet to
enter the history books as endorsing anyone under
the age of 30.
Hon. M. M. Gould - What about 26 for a federal
seat?
Hon. M. A. BIRRELL - In here.

Honourable members interjecting.
Hon. M. A. BIRRELL - All we get are the old
lads.
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on-the-job experience and appropriate pay,
particularly for long-term unemployed young
people.
I had the pleasure of talking to a number of
successful graduates from the first traineeship
intake. Their experiences are highly motivational for
anyone who has been unemployed - perhaps
youngsters who have never had a job. They will give
those deserving people the experience and
confidence they deserve, and the proper mind-set
they need, rather than feeling like they have been
abandoned.
The places available under the initiative provide pay
packets and have the real potential to generate
long-term employment rather than simply finishing
at a dead end after a few weeks. We have relied on a
number of companies to help us with the initiative. I
particularly give credit to: Coles-Myer, Just Jeans,
Fosters Brewing, Ansett Australia, the National
Australia Bank, the Commonwealth Bank and the
ANZ, as well as the providers.
All those companies are important employers.
Through training programs they have given real
opportunities to young people. The group training
companies that we have appointed for the expanded
program have been selected for their ability to train
young people, their expertise in specific areas, and
their capacity to create a combination which
provides a blanket coverage of training options for
the whole state.

Hon. Bill Forwood - Was that 'lags' you said?
Hon. M. A. BIRRELL - Lags - yes, I am sorry! I
am pleased to advise the house that the government
has appointed under contract 15 group training
companies to deliver the expanded Youth
Employment Initiative across Victoria during the
next year. It has appointed six metropolitan and nine
regional companies, which will offer trainees hips in
31 different categories to young people aged
between 16 and 20.
Honourable members will be aware of the early
success of the youth employment initiative around
the state. This year it has provided almost 300 office
administration and retail trainee places with more
than 40 separate employers across Melbourne. I am
confident that we will get even greater benefits from
the expanded program.
The Victorian government established the initiative
in partnership with business, realising that it would
provide real employment opportunities, training,

I look forward to the initiative being as successful as
the earlier program has been.

Hospitals: waiting lists
Hon. M. M. GOULD (Doutta Galla) - I refer the
Minister for Health to the fact that on 1 September
this year a total of 40535 Victorians were either
booked for or waiting for hospital beds, which
represents an increase of 7041 since October 1992.
Will the minister now admit that he has failed to
reduce waiting lists in our hospitals?
Hon. R. I. KNOWLES (Minister for Health) - I
thank the Deputy Leader of the OppOSition for her
question. I had planned a dorothy dixer, but her
question allows me to categorically refute the lies
spread by the shadow Minister for Health about the
projected waiting list. The only way the Labor Party
has been able to get its figures to add up has been to
add those on the booked waiting list to those on the
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waiting list. The government measures waiting lists
on exactly - -

Honourable members interjecting.
Hon. R. I. KNOWLES - Are you interested in
the answer or not? The government measures
waiting lists on exactly the same basis as the
previous Labor government measured them.
The previous Labor government never added those
figures into the book list, which means people have
bookings for access to the public hospital system for
surgery. If we therefore compare apples with apples,
which most reasonable people would assume is
what should be done when making a comparison,
one would think that category 1 patients - those
with a life-threatening condition waiting longer than
30 days for treatment - would have access to the
public hospital system. What did the government
inherit? There were more than 900 people in
category 1 waiting longer than 30 days. What has
been the performance over the past two years? Not
one category 1 patient, according to audited figures,
had to wait more than 30 days for treatment.
An honourable member interjected.

Hon. R. I. KNOWLES - The government has not
changed, and I defy you to articulate where it has
changed. There is absolutely no change in the
measurement of wait-listed public hospitals today
from the situation in 1992 when the government
came to power. The government has ensured that
people with life-threatening conditions will have
access to the public hospital system at the time it is
needed, which is in stark contrast to what the Labor
government did.
The waiting list has stabilised. It is true that about
30 000 people are on the waiting list - that is the
situation the government inherited - but it has
ensured that those who need urgent access to the
health system get it. The only way the Labor Party
can get this story up is to distort the figures, to add
in figures that should never be added in because, to
compare apples with apples, the government still
performs better than the Labor government
performed. The reason the government can bring in
this plan is that the public hospital system is
operating efficiently and hospitals are provided with
incentives to ensure that those who need to gain
access to them urgently do so.
If the Labor Party wants to run a campaign about
waiting lists and the performance of public
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hospitals, at least it should develop some policies as
the first test. The policy the Labor Party delivered
before the last election was to maintain the
case-mix system - that was its health policy!
Hon. T. C. Theophanous - He has not answered
the question at all. This government has more
people on the waiting list than we had.
Hon. R.1. KNOWLES - Was it your policy to
maintain case mix? Of course it was. That was your
only policy. This government has not only
maintained case mix but has continued to refine it to
make sure that people in category 1 meet the
requirements in terms of accessing hospitals. It is as
a result of that policy that the government has
eliminated the waiting list in category 1 patients that
existed when it came to power. What is the situation
today, and what has it been all of this year?
Nought - not one patient waiting more than
30 days for category 1 case-mix system treatment.
We can always do better. We always need to find
ways to ensure that more people gain hospital
access, but the record of this government far exceeds
anything that the Labor Party ever put up.

Liquor Licensing Commission: review
Hon. ANDREW BRIDESON (Waverley) - Will
the Minister for Small Business advise the house of
her plans to improve efficiencies in the Liquor
Licensing Commission?
Hon. LOUISE ASHER (Minister for Small
Business) - I thank Mr Brideson for asking this
question on a very important area, particularly for
small business. The Liquor Licensing Commission
has responsibility for more than 13 000 licence
applications every year and holds one of the most
important pOSitions of any statutory authority in the
business community. Victoria's liquor industry has
been growing steadily since the coalition came to
office in 1992, which reflects the small business
environment after 10 years of Labor government.
However, as the industry grows so do the demands
on the LLC to react in an efficient manner.
Accordingly, as minister responsible for liquor
licensing I arranged for a review of LLC procedures
to identify ways to make it easier, cheaper and
quicker to move through the licence application
process.
The objective of the government's reforms is to
ensure better service for small business from the
Liquor Licensing Commission. We consulted with
members of the industry, the police, the legal
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profession, LLC staff and a whole range of the
stakeholders to ensure that the outcome of this
administrative review would have maximum
impact. I am very pleased to inform the house that I
have released this report and the government will
adopt the bulk of its recommendations for the LLC
to be more efficient, user-friendly and, quite frankly,
more pro-small business. The report identifies
almost 70 improvements that can be made to the
existing LLC structure to make it a more
user-friendly organisation to deal with. These
administrative changes are sweeping and will have
significant benefits, particularly for small businesses
in the hospitality area. The key features of the
reforms will - Hon. T. C. Theophanous interjected.
Hon. LOUISE ASHER - It may come as a
surprise to members of this house but at the moment
the Liquor Licensing Commission opens only from
10 a.m. to 4.30 p.m. The LLC will now be open
during standard business hours. There will be better
use of information technology. Again, members of
this chamber who represent regional electorates may
be interested to know that the whole information
technology system was not even hooked up to the
Wangaratta office. Obviously the country offices will
come on line and more information will be available
more speedily.
Simplified application forms based on the Tax Pack
system will offer guidance. One of the major
complaints against the LLC has been that it has not
given guidance but has simply presented a heap of
forms to fill out; that will also be reformed. There
will be closer scrutiny of customer expectations and
satisfaction, a review of the efficiency of the
commission's decisions, a more streamlined
administrative structure and immediate notification
of decisions.
One particularly bad example of small business
concerned a case mentioned in the report where the
Liquor Licensing Commission made a decision on
Friday and the small business was not notified of the
success of its liquor licence application until the
following Wednesday. The proprietors had been
ready to start on the Monday but did not receive
notification of the granting of the licence until
Wednesday. Clearly, government is not happy about
that and will put a more streamlined, faster
notification system in place. A new formal
complaints system will also be set up so small
businesses can relay their concerns and be in a state
of ongoing dialogue with the LLC for constant
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improvement. The underlying theme of the review is
to ensure that the commission's responsibility to the
community is balanced with its ability to best service
the industry it oversees.
I am also happy to advise the house that some
months ago the government advertised that under
national competition policy it would conduct an
administrative review in tandem with the policy
review of the Liquor Control Act and that legislative
amendments may be made to the Liquor Control Act
in the process. The report contains a series of
administrative recommendations that will vastly
improve the operation of the Liquor Licensing
Commission.
I conclude by taking the opportunity to thank a
range of people who put the report together. I thank
the members of the former Public Bodies Review
Committee and, indeed, Mr Hartigan and
Mr Brideson , who provided the impetus for these
reforms. I thank the Liquor Licensing Commission,
the commissioners and the CEO for taking on the
task of self-analysis so willingly and identifying
areas that needed improvement. I thank the steering
committee that has overseen the very extensive
reform project.
In particular I thank Margaret Keamey from the
Australian Hotels Association who was on the
steering committee as an industry representative of
the Liquor Industry Consultative Council and also
Mr Brideson for his many months of work
overseeing this matter as a member of the steering
committee. This is a very important reform for small
business that Mr Brideson helped to steer through.
The LLC recently moved to Nauru House and its
vastly improved and efficient processes will
ultimately benefit the hospitality industry and, most
importantly, small business in the hospitality
industry.

Crown Casino: licence fees
Hon. T. C. THEOPHANOUS (Jika Jika) - I refer
the Minister for Gaming to the government's
continual favourable treatment of the owners of
Crown Casino which in the past included such
things as the extraordinary $174 million that was
forgone for the extra gaming tables that was
identified by the Auditor-General. Will the minister
categorically rule out yet another reduction in the
tax levied on casino high-rollers before Christmas or
during 1998?
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Hon. R. M. HALLAM (Minister for Gaming) - I
thank Mr Theophanous for his question but I am
more interested in his preamble to the question. I
cannot let it go without challenge. Mr Theophanous
wants the house to believe that the price paid by
Crown for the additional tables was somehow tax
forgiven.
Hon. D. A. Nardella - That is right.
Hon. R. M. HALLAM - That is not right. That is
the whole point. I am perfectly relaxed about
responding to the premise Mr Theophanous uses in
respect of the price of the additional gaming tables.
It is true that the Auditor-General was critical of the
price and he made some comments about what
could have been achieved.
Hon. T. C. Theophanous - Look what happened
to him!
Hon. R. M. HALLAM - I ask honourable
members to look at the circumstances. I am on
record as having addressed this issue in the past and
I am quite relaxed about saying that in this case the
Auditor-General got it wrong. It will come as no
swprise to Mr Theophanous that that was what I
told the Auditor-General. The Auditor-General
assumed that the price per table which applied to
the first 200 tables should be the price applied to the
additional 150 tables. What the Auditor-General
misunderstood - Hon. T. C. Theophanous - Not a bad
assumption!
Hon. R. M. HALLAM - Which just underscores
that you do not understand the circumstances,
either, Mr Theophanous! Crown Casino applied for
an additional 150 tables.
Hon. T. C. Theophanous - Are you going to
reduce the tax on the high-rollers or not?
Hon. R. M. HALLAM - That is exactly what you
led by way of preamble to your question.
Hon. T. C. Theophanous - I am asking you to
rule out the circumstances I explained.
Hon. R. M. HALLAM - You mentioned in your
preamble $174 million. There is no logic in simply
dividing the licence fee in respect of the first
200 tables and then applying that to the additional
150 tables.
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Honourable members interjecting.
Hon. R. M. HALLAM - Everybody apart from
the Auditor-General and, apparently,
Mr Theophanous - -

Honourable members interjecting.
Hon. R. M. HALLAM - It was understood that
the additional 150 tables were there to
accommodate - Hon. T. C. Theophanous - On a point of order,
Mr President, my question provided an example of
how the government gave favourable treatment to
the owner of Crown Casino. It was a specific
question asking the minister to categorically rule out
a reduction in the tax levied on the casino
high-rollers before Christmas or during 1998. That is
the specific question the minister is seeking to avoid.
I ask you to ask him to answer the question.
The PRESIDENT - Order! The Leader of the
Opposition asked a question based on a certain
premise. The minister is currently questioning that
premise. It is legitimate. It is a matter of where the
answer ends up. We have not heard all the answer
yet.
Hon. R. M. HALLAM - Mr Theophanous told
the chamber that Crown Casino Ltd had received
favourable treatment from the Kennett government.
He used as an example the price determined in
respect of the additional 150 gaming tables. I am
simply demonstrating to the chamber that there was
no favourable treatment in respect of the 150 tables
and it is nonsense to simply divide the original
licence fee for the 200 tables - Hon. T. C. Theophanous interjected.
Hon. R. M. HALLAM - I was trying to make
that point when you kept interrupting! I will make
that point and I will continue to do so while
Mr Theophanous puts the preamble that the price
allocated to the first 200 tables is an appropriate base
upon which to price the additional 150 tables. The
additional 150 tables were only there to
accommodate peak demand. No-one, apparently
other than Mr Theophanous and the
Auditor-General, believed they would be under the
same demand as the original 200.

If Mr Theophanous is still not convinced he should
take a little time and look at the licence fees for
tables in other jurisdictions across the nation. He will
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then find - surprise, surprise! - that no favourable
treatment was given to Crown, in which case the rest
of his question is absolute nonsense!

volunteering the port of Melbourne as the first port
to trial the mercenaries; and will he confirm whether
the port of Melbourne will be used in this trial?

Workcover: Mr John Halfpenny

Hon. G. R. CRAIGE (Minister for Roads and
Ports) - I thank the honourable member for his
keen interest in the ongoing economic position of
Victoria. Importantly, we all understand the Labor
Party's relationship with the union movement; it
would be concerned if anyone intended to break up
the cosy relationship that currently exists on the
waterfront.

Hon. P. A. KATSAMBANIS (Monash) - I direct
my question to the Minister for Finance, who is
responsible for Workcover. Last week the member
for Narracan in another place raised serious
allegations about Mr John Halfpenny's use of
Workcover benefits during 1995 and 1996. Will the
minister investigate further allegations that
Mr Halfpenny was in fact employed by the
reputable company, Skilled Engineering, during
some of the period he was alleged to have been
receiving Workcover benefits? Will the minister
ensure that those matters are pursued as part of the
investigation he has already initiated into those
allegations?
Hon. R. M. HALLAM (Minister for Finance) Last week in the other place the honourable member
for Narracan raised serious allegations about
Mr Halfpenny. As I would expect all members of
this chamber to understand, as soon as those issues
were raised I referred them to the Victorian
Workcover Authority with the request that the
claims be investigated fully. I confirm the advice of
the authority is that the investigation is under way
and that it will take the usual course. I understand
the authority has already written to the honourable
member for Narracan requesting specific details of
the allegation.
At the time I made the request of the authority I was
not aware of the more recent allegations that have
been outlined in the honourable member's question.
I give a commitment to the house that those
allegations will also be referred to the authority. I
will ask the authority to include the specific
reference brought to the chamber by the honourable
member in the context of the investigation. I also
give the commitment that upon the completion of
that investigation the authority will, as normal,
determine if and what action might be deemed
appropriate.

Port of Melbourne: reform
Hon. PAT POWER Gika Jika) - I refer the
Minister for Roads and Ports to indications that the
port of Melbourne will be the first port to be used by
waterfront mercenaries next year despite the fact
that the Premier has denied his involvement in the
scheme. Has the minister had any involvement in

Hon. Pat Power interjected.
Hon. G. R. CRAIGE - Listen! Who else gets
27.5 per cent leave loading on their long service
leave? Who else gets 27.5 per cent leave loading on
their four weeks annual leave? Who else can accrue
their rostered days off to get five weeks annual
leave? Who else can be paid treble time for a
one-hour meal break? Who else gets paid double
time and a half for a double-header shift? Who else
can work only 32 hours a week and take home
S75 OOO-plus?
No other worker receives such benefits. It is an
indictment of this country that we have not moved
in respect of our labour market reform process on
the waterfront. I will support any move that places
Melbourne and Victoria in the position of having the
best economic advantage they can receive. Victorian
farmers and manufacturers rely heavily on the
international market. It is important to ensure
product is placed into the overseas market while
maintaining a competitive edge. Australia is not
doing that. New Zealand and other countries are
beating us. Clearly, we need to make the change that
ensures Victoria stays relevant.

Health: primary care
Hon. N. B. LUCAS (Eumemmerring) - Will the
Minister for Health advise the house of progress in
achieving greater integration of primary care in
Victoria?
Hon. R. I. KNOWLES (Minister for Health) - I
have already advised the house that I am keen to
achieve horizontal integration of primary care. Over
the years the former government had given
rhetorical support to primary care; it has developed
and funded those services under myriad programs
that have led to much distortion in the service
system. Any honourable member who has had
contact with the field will be only too well aware of
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the many people who have had to redefine their
needs to fit within the boundaries of a particular
program.
As a result of this initiative the Department of
Human Services has been developing a discussion
paper on how that integration may be achieved. One
difficulty is that one of the early drafts was made
available to the Municipal Association of Victoria; it
has now been circulated throughout Victoria and
has taken on the status of the final draft of the
proposal. That is not the case and more work is
being done; more discussions are being undertaken
to ensure we receive a practical discussion paper
that is capable of being implemented. It is
anticipated that work will continue and will be
completed in about March next year. After all, the
government is in a position to make available the
draft discussion paper. Following that release we
will have Significant consultation and comment
which will lead to the development of a final
pOSition.
I reassure groups that may be apprehensive about
the strategy that it is geared to try to provide a
framework that will allow much greater service
substitution and more comprehensive focus on
primary care. The government is interested in the
input of various providers and interest groups
because from discussions with them it appears there
is general agreement about the objectives we are
trying to achieve.
Two concerns have emerged: the time frame within
which the new policy framework may be developed;
and ensuring it is developed capably so that it can be
practically implemented. I have asked the
department to work on those concerns to ensure we
achieve the second objective. I, therefore, have
provided a longer time frame so we can develop the
appropriate policy paper. I welcome the question. It
enables me to provide the assurance I have been
giving to individual groups and allows that
assurance to be publicised more widely.

Box Hill Hospital
Hon. D. A. NARDELLA (Melbourne North) - I
refer the Minister for Health to the proposal for a
private hospital to be co-located next to the Box Hill
Hospital as reported in the local press. The
additional facility would provide more hospital
facilities for the residents of Mitcham, Blackburn and
Box Hill. When will the government approve the
development; and, if it does not, why not?
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Hon. R.I. KNOWLES (Minister for Health)This proposal has been developed over a long time.
It has been suggested health services in the area
would be enhanced by the location of a private
hospital close to the Box Hill Hospital. I am not
aware of the time frame. I have not been part of the
discussion but the government does not oppose the
concept. Since the coalition came to government five
years ago the Box Hill Hospital has been
significantly upgraded and expanded.
Many in the local community would express the
view that a decade ago the Box Hill Hospital did not
have a high reputation. That has changed over
recent years and it is now a first-class hospital. It is
used by Monash University for part of its teaching
component and has increased its effort in medical
research as well as expanding its range of services.
Some months ago I opened a new oncology facility
for public patients.
The government is committed to an ongoing
expansion of public service delivery at the Box Hill
Hospital. Psychiatric services and alcohol and drug
treatment services have been expanded by that
hospital. If those services can be further
complemented by the development of a private
hospital, if there is a role for the state in approving
that development and providing it meets the
planning and other requirements, it will do so.
I must stress that it will be an initiative by the
private sector and it will carry the risk. It will be
dependent on its capacity to attract private patients.
It is not a new concept; it has been practised for
decades, including under the previous Labor
government.

Rural Victoria: road safety
Hon. B. W. BISHOP (North Western) - I
congratulate the Minister for Roads and Ports on a
number of initiatives he introduced this year that
have benefited rural Victoria. Will the minister
inform the house of further initiatives that will be
introduced over the December-January period to
improve road safety and transport efficiency in rural
Victoria?
Hon. G. R. CRAIGE (Minister for Roads and
Ports) - I place on record my appreciation for
Mr Bishop's input into the initiatives. I also thank
rural coalition members of Parliament who have
been involved in the process in recent months, and
in particular, Mr Baxter, with regard to stock on
roads.

DISTINGUISHED VISITORS
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Honourable members interjecting.
The PRESIDENT - Order! I ask
Mr Theophanous and the minister to desist.

Hon. G. R. CRAIGE - The state government has
introduced regulations to improve the safety of
moving stock on our country roads.

Honourable members interjecting.
The PRESIDENT - Order! The Minister for
Finance and Mr Theophanous are not helping the
Minister for Roads and Ports, who is trying to deal
with an entirely different matter.

Hon. G. R. CRAIGE - From 18 December this
year farmers will be able to install signs to warn
drivers of stock on the road ahead. It will require
drivers to stop and give way to the stock or face
fines of some $500. Previously there was no formal
requirement that drivers had to give way to stock on
the road. The regulations maximise safety and
reduce inconvenience for those involved. Farmers
must display the signs to give drivers plenty of
warning so that they can slow down. Drivers will be
expected to stop and allow the stock to move on.
The second initiative for rural Victoria and the
farming community deals with changes made
regarding the general permit that governs the
movement of oversized agricultural machinery on
public roads. Agricultural machinery exceeding
normal dimension limits will now be able to travel
on our road system during the Christmas-New Year
period. A rule existed that prevented oversized
agricultural machinery moving on our roads
between 23 December and 3 January which, in some
cases, is the height of the harvest season. Night-time
travel has been a big issue, and the government has
introduced speed restrictions and eased some of the
requirements on machinery being moved at night on
roads. The government has also ensured that road
safety will not be affected by the changes because
the equipment will be required to have warning
signs, rotating yellow lights and flags.
The third and most significant issue is primary
producer registration. From 1 January 1998 new
registration charges for heavy primary producer
vehicles will be introduced. The fees recognise the
lower distances travelled on the road network by
primary producer vehicles, the majority of which are
two-axle trucks, prime movers and three-axle trucks
operating as single units. They will pay 50 per cent
of the full charge.
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The government has also introduced a part-year or
seasonal registration for primary producers to allow
them to register their heavy vehicles for only that
part of the year they are used. The government is
also introducing a new primary producer number
plate so that any vehicle that receives a concession
cannot trade in the commercial area.
All the reforms have been introduced over a long
period of negotiation. As I have already indicated to
members in the house and to rural Victorians, I place
on record the working relationship the coalition has
with the Victorian Farmers Federation. By working
with that organisation the government has come to
the conclusions it has on these three major issues. It
clearly demonstrates the state government's
commitment to all forms of rural Victoria.

DISTINGUISHED VISITORS
The PRESIDENT - Order! I acknowledge the
presence in the gallery of delegates from the
National Assembly of the Socialist Republic of
Vietnam. The head of the delegation is Mr Iran
Quoc Thuan, vice-chairman of that national
assembly. We welcome them to Victoria and to our
Parliament.

QUESTIONS ON NOTICE
Answers
Hon. R. I. KNOWLES (Minister for Health) - By
leave, I move:
That so much of the standing orders as require answers
to questions on notice to be delivered verbally in the
house be suspended for the sitting of the Council this
day and that the answers enumerated be incorporated
in Hansard.

The question nos are as follows:
2479,2521-22,2527-28,2534,2539,2545-46,2590,2606,
2632, 2634, 2642.

In addition, last week there were three answers
tabled that I apparently omitted to read out. The
question nos were 2500, 2548 and 2554.
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be affected by the proposed policy. The bill has been
introduced by a vindictive government. It
demonstrates the attitude of the government
towards disadvantaged people.

Debate resumed.

Hon. D. A. NARDELLA (Melbourne North) The Education (State Schools) Bill is a disgraceful
piece of legislation. It does one thing and one thing
only - disadvantages young people in our society.
It will institutionalise the government's
discriminatory policy.
The bill has been drawn in its current form to
discriminate against young disabled people. It is the
only way the government can find to address the
decision by Mr Justice Beach in which he said that
the government was discriminating against the
disabled young adults at the Berendale special
school. It is a disgrace in this day and age to be
putting in place legislation that discriminates against
anyone in the school system, let alone some of the
most vulnerable in society. Regardless of what
Mr Brideson said in his contribution the bill is an
appalling measure.
Mr Brideson was right when he said that the eight
young adults at Berendale special school will not be
affected by the legislation - they will take the
government's proposed action on appeal to the
Supreme Court. However, the other 1262 young
people who have already been thrown out of special
schools - forced to leave secure positions in the
special school system - will be affected by the
legislation. Worse still the measure will
institutionalise for evermore discrimination against
other young disabled people who go through the
system. The bill is aimed at precisely those people.

People who will be allowed to study for the VCE up
to the age of 21 will in the main be able bodied,
although they may have had illnesses or be in
special circumstances that cause them to require
extra time to complete their VCE studies. However,
young disabled people who attend special schools
and who are not as bright as others or have been ill
during their lifetimes and missed school will be
thrown out of schools when they turn 18. Until the
regulations referred to in the amendment moved by
the Deputy Leader of the Opposition are tabled and
accepted the opposition cannot support the bill.
Mr Brideson said that the government would
implement the Supreme Court's decision on all
occasions. He then qualified his pOSition and said
that other people coming through the system would

The bill is part of a continuing and outrageous attack
on disadvantaged people that started when the
government fought the Aboriginal kids and their
parents at the Northland Secondary College. The
same thing is happening here. At Northland the
teachers, the students and the students' parents
fought the government's decision to close the school.
They went to the Supreme Court and proved that
the government's decision was discriminatory. It
even got to the stage where the forces of the statethe police - charged the students and parents at the
school armed with batons to further intimidate
them. It was a disgraceful episode.
What did the government do after that? It continued
down the same path by legislating to prevent the
Equal Opportunity Commission being the vehicle
for dealing with the dispute. Any appeal to the
Court of Appeal will therefore be paid for by the
parents. The government is forcing the parents of
disadvantaged people to go to the Supreme Court,
and such action may cost them their homes and
livelihoods.
The overriding factor that is not comprehended by
government members is the love of those parents for
their young offspring who are facing a potentially
terrible situation. Berendale special school was
providing a transitional program that was meeting
the needs of young people over 18. In his decision
Mr Justice Beach pointed out that what the
government was proposing was discriminatory.
Mr Justice Beach is a conservative and well-regarded
judge. He is not a radicalleftie. He has undertaken a
number of duties for governments, including in the
1970s preparing the Beach report into police
corruption in Victoria. His reputation has increased
since then. One need look only at his decision to
discover the government's attitude to young
disabled people. He said that the Futures for Young
Adults program is not a satisfactory substitute for
the previous 18-plus transition program. At page 3,
Mr Justice Beach's judgment states:
In so far as subsection 2(a) is concerned it is said that

the complainants have been denied the benefit of
education and training in a government school system
beyond the age of IS. In so far as subsection 2(b) is
concerned it is said that by implementing its new
policy the respondent has effectively expelled those

EDUCA TION (STATE SCHOOLS) BILL

Wednesday, 10 December 1997

COUNCil..,

complainants from Berendale who have attained the
age of 18 years and will expel the remainder upon their
attaining the age of 18. Finally, in so far as
subsection 2(c) is concerned, it is said that by
implementing its new policy the respondent has
subjected the complainants to the detriment of no
longer receiving education and training at Berendale
beyond the age of 18.
That is how the government and honourable
members on the other side of the house have
discriminated and will continue to discriminate
against disabled students from Berendale school and
from across Victoria.
I urge honourable members to read the sections of
Mr Justice Beach's judgment at pages 9, 12, 13, 14
and 15. I have a copy I can make available. It is an
eye-opener. The government is working on the same
basis it used in relation to Northland Secondary
College. It intimidates the parents and the young
people it should serve on two bases. One is the 1989
report. The report recommended that a transition
program be developed over a five-year period, yet
the government did not take that into account.
Late last year the government gave one months
notice to parents and their children that they were to
leave their special schools. It is not much good
Mr Brideson basing his address on the 1989 report
when the government has gone against one of its
major recommendations.
The other people affected by the legislation and the
government's decisions are the parents and the
carers of the young people involved. They have been
saying to the opposition, to Mr Justice Beach and to
the wider community that as carers they have not
had time to adjust. They have not had time to work
through the issues of dislocation with their kids.
They have not had time to effectively deal with the
situation that has been forced on them.
Instances have occurred of the Department of
Human Services throwing them out, according to a
letter that was circulated at around the time the
department got together a workshop on
Thursday, 9 December last year. It is a disgraceful
department with regard to informing parents and
their children of what is going on. There was also the
outrageous situation of the department's not
undertaking a survey of parents and young people
with regard to the transition, as was recommended
in the 1989 report.
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A letter dated 14 November 1997 from
Lynne Meggs, a project officer with the disability
services section of the Department of Human
Services to the Combined Councils of Specialist
Schools states:
We have given serious consideration to the idea of a
consumer satisfaction survey which would best
represent the views of consumers. However, the tight
time frame for the completion of this review is such
that it is not feasible to undertake a survey. We do
agree however, that in terms of the long-term
evaluation of the program, and particularly for this
group of students, a consumer survey is necessary as
part of any longitudinal study.
The department was not prepared to conduct a
survey when it was directly affected. It was not
prepared to find out what the problems were at that
time. The department was saying, 'We will check it
out some time through a longitudinal study', yet
when it came down to making sure the people were
well looked after the government could only say,
'We are looking after them.'
The government does not know. It has no idea. It has
done no studies. It does not care about the emotional
wellbeing of the parents, carers and students.
Parents I have talked with have been distraught.
They were upset at the treatment that they and their
children were given by the uncaring government.
What is the other reason the government has
initiated this program? It is the disgraceful rationale
of saving $17 million. The lS-plus program was
costing the government $34 million and the cost
reduced to $17 million on a recurrent basis when it
was transferred to the Department of Human
Services. The government has detrimentally affected
the people I have referred to on the basis of saving a
measly $17 million. It is an outrage and a disgrace
that a government with an ongoing current account
surplus of $1.9 billion is prepared to treat disabled
and disadvantaged young people in such a cruel and
heartless way.
The opposition strenuously opposes the bill. It is a
junk piece of legislation. It is discriminatory and
honourable members on the other side of the house
should be ashamed of it. I can understand the
feelings of honourable members who believe they
are doing the right thing, but the legislation is rotten.
I urge honourable members to support the reasoned
amendment.
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House divided on omission (members in favour
vote no):

Ayes, 31
Asher,Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr
Best, Mr
Bishop,Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr
Cover, Mr
Craige,Mr
Davis, Mr D. MeL.
Davis, Mr P. R.
de Fegely, Mr (Teller)
Forwood,Mr
Furletti, Mr

Hall,Mr
Hallam,Mr
Hartigan, Mr
Katsambanis, Mr
Lueas, Mr
Luckins, Mrs
Powell, Mrs (Teller)
Ross, Dr
Smith, Mr
Smith,Ms
Stoney,Mr
Strong, Mr
Varty, Mrs
Wells,Or
Wilding,Mrs

Noes, 8
Eren, Mr (Teller)

NardelIa, Mr
Nguyen, Mr (Teller)
Theophanous, Mr
Walpole,Mr

Gould,Miss
Hogg, Mrs
MeLean,Mrs
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Noes, 8
Eren,Mr
Gould, Miss
Hogg, Mrs (Teller)
MeLean, Mrs

NardeIla,Mr
Nguyen,Mr
Theophanous, Mr
Walpoie, Mr (Teller)

Pairs
Birrell, Mr
Wells, Or

Pullen, Mr
Power, Mr

Motion agreed to.
Read second time.

Remaining stages
Passed remaining stages.

EPWORTH HOSPITAL (AMENDMENT)
BILL
The PRESIDENT - Order! I have had the
opportunity of examining this bill, and it is my
opinion that it is a private bill.
Hon. R. I. KNOWLES (Minister for Health) - I
move:

Pairs
Power,Mr
Pullen, Mr

Birrell, Mr
Knowles,Mr

That this bill be dealt with as a public bill.

Motion agreed to.
Amendment negatived.

Second reading
House divided on motion:

Ayes, 31
Asher, Ms
Ashman,Mr
Atkinson, Mr
Baxter, Mr
Best, Mr
Bishop, Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr
Cover,Mr
Craige,Mr
Davis, Mr D. MeL.
Davis, Mr P. R.
de Fegely, Mr
Forwood,Mr
Furletti, Mr (Teller)

Hall,Mr
HalIam, Mr
Hartigan, Mr
Katsambanis, Mr (Teller)
Knowles,Mr
Lucas,Mr
Lucldns, Mrs
Powell,Mrs
Ross, Or
Smith, Mr
Smith, Ms
Stoney,Mr
Strong,Mr
Varty,Mrs
Wilding,Mrs

Debate resumed from 9 December; motion of
Hon. R. I. KNOWLES (Minister for Health).
Hon. M. M. GOULD (Doutta Galla) - The bill
allows the Epworth Hospital to develop a new
corporate structure to be known as the Epworth
Foundation. The purpose of the foundation is,
among other things, to allow for the conduct of a
hospital or hospitals, and a subsidiary corporation
will be created to manage the existing Epworth
Hospital.
The Epworth Hospital was originally established in
the 1920s by the Methodist Church. In 1980 it was
incorporated under the Epworth Hospital Act to
allow for funding. During the intervening period
changes have taken place within the hospital that
require further amendments to the governance of
the hospital. The formation of the new foundation
will allow for the diversification of the hospital's
operations, which is the purpose of the bill.

EPWORTH HOSPITAL (AMENDMENT) BILL

Wednesday, 10 December 1997

COUNCIL

The opposition is advised by the Epworth Hospital
that the new structure will allow for flexibility in the
delivery of hospital services and meet the demands
and challenges that need to be met within the next
millennium. The foundation will be involved in joint
ventures; however, it will remain a non-profit
organisa tion.
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We are concerned about this company that has been
sniffing around wanting to purchase the Epworth
Hospital. The doctors have knocked back the
proposal and the opposition will constantly monitor
the company, but in the specific context of the bill,
we do not oppose it.
Motion agreed to.

In March this year the Epworth Hospital was
approached by Columbia Healthcare Australia,
otherwise known as HCA Columbia, which is a
subsidiary of Columbia Hospital Corporation of
America - a large corporation controlling about
half of the for-profit hospital beds in the United
States of America. The organisation announced that
it will spend more than $1 billion in Australia
buying up Australian hospitals. This corporation has
been investigated by the FBI and charges have been
brought against it, which is a worry, as the
opposition does not want those sorts of companies
buying up and running hospitals in Victoria.
Unfortunately Columbia has its eye on not only the
Epworth Hospital but also the Austin and
repatriation hospitals. At a meeting on 6 March this
year the doctors at the Epworth Hospital
unanimously rejected any proposal for HCA
Columbia to have anything to do with the Epworth
Hospital, and to date they have been successful in
knocking back that corporation. In fact, HCA
Columbia appears to have moved away from
potentially buying the Epworth Hospital.
The opposition is concerned also that foreign
ownership seems to be creeping into Victoria, as
appears to be the policy of this government.
Foreign-owned companies are more interested in
making a profit than in spending money for
chronically ill and aged patients. Those patients cost
much more to treat, and the companies are more
interested in profits and delivering a service that
puts money into the hip pocket than in the care and
wellbeing of patients.
The opposition does not oppose the bill, but it is
concerned that the Kennett government will go
down the track of selling off hospitals. It is telling
foreign corporations, 'Come and buy; these hospitals
are for sale'. We are being led down the track of
what occurs in the USA - over there, unless you
have a nice thick wallet you will not be looked after
in the health system, which is not currently the
situation in Victoria. All Victorians are entitled to a
universal health care system that enables everyone
to get access to health care regardless of the size of
their wallets.

Read second time.

Third reading
Hon. R. I. KNOWLES (Minister for Health) - By
leave, I move:
That this bill be now read a third time.

I thank Miss Gould for her contribution. Many of her
fears reflect ideological views rather than reality.
Many private health care providers in Europe and
North America have a long and proud tradition
of--

Hon. M. M. Could - This is one specific
company!
Hon. R. I. KNOWLES - Absolutely, but it has
withdrawn from Australia. Given the increasing
globalisation of the economy, we need to think of
health care as an industry sector. In fact, it is the
largest industry in the world and is expanding
because as the wealth of the community and
standards of living increase people require that an
increasing proportion of the wealth be devoted to
health care.

That is particularly significant in terms of
demographic change and increased longevity, and
those pressures together with the continual
advances in medical science provide increasing
challenge. The new ways of meeting that need will
often involve the private sector in developing
innovative programs, and the fact that a return on
capital has to be achieved is no different from what
will be the case with public providers. People have
never thought of public providers as entities that
have to maintain their assets. They must generate a
return on their investment in order to generate funds
for reinvestment in that service prOvision.
This initiative on the part of the Uniting Church in
recommending changes to the structure of the
Epworth Hospital creates opportunities for the
hospital to consider new alliances and maybe even a
new corporate structure, which is quite exciting. The
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Epworth Hospital has developed into a first-class
tertiary referral hospital, and that level of skill and
expertise can have a much wider application. Just as
we in this state have benefited through the private
sector delivery of public health care over the past
100 years, primarily through the Sisters of Charity
and Sisters of Mercy, I welcome developments by
Epworth that may enable that expertise to be used in
other projects.
The government is delighted to facilitate the
approach by Epworth and to accede to its request to
amend the act covering the institution. Although
there are no definite plans at this stage it holds out
the prospect that greater expertise and skill may
have a much wider application in the delivery of
health care in this state.
Motion agreed to.
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environmental impact during the 40 years it has
been in operation. The environmental issues are
especially important for the River Murray, the
Murrumbidgee River and the Snowy River. I am
sure the Minister for Finance, who has a wide
knowledge of Victoria, understands the issues.
The most important substantive elements of the
legislation are contained in the annexure, which sets
out the corporatisation principles agreed to on
1 May by the three governments involved. They
provide the basis for the individual pieces of
legislation that will build the structure. The Snowy
hydro scheme will now be owned by the
commonwealth, with a 13 per cent share, by
Victoria, with a 29 per cent share, and by New South
Wales, with a 58 per cent share. Voting rights will be
equal for government equity holders,
notwithstanding the differential in the shareholdings
of each stakeholder.

Read third time.

Remaining stages
Passed remaining stages.

SNOWY HYDRO CORPORATISATION
BILL
Second reading
Debate resumed from 9 December; motion of
Hon. R. M. HALLAM (Minister for Finance).

Hon. T. C. THEOPHANOUS (Jika Jika) - The
opposition supports the bill and I will put some brief
comments on the record. In a real sense the Snowy
Mountains Hydro-Electric Scheme is an Australian
icon. It is a symbol of the development of Australia
and has an importance that transcends economics. It
was a bold and visionary achievement and
represented for the commonwealth what Victoria
achieved through the former State Electricity
Commission of Victoria. At the time it was a massive
project by world standards.
The Snowy scheme was synonymous with the
development of a multicultural Australia because
many of the people who worked on the scheme were
of ethnic background - migrants who came to build
the project and help complete the scheme. Although
the engineering was unique and the scheme had a
broad symbolism it is important to recognise that
40 years on a range of environmental problems have
emerged. Although the scheme was a major
achievement for Australia it has had an

The assets of the corporatised entity, Snowy Hydro
Company, will be transferred to Transgrid at an
agreed fair market price with the water licence but
not the water itself being an asset. There is a fine
distinction between owning the water and owning
the licence, and o-wning the licence is part of the
arrangement. Snowy Hydro will have a 75-year
licence renewable for a further 50 years. It is
presumed the details of the terms and conditions of
the licence will be determined as a result of the
water inquiry.
Until recently the generation of electricity from the
Snowy scheme was integrated with Victoria through
the Snowy Mountains Hydro-Electric Authority,
based on engineering criteria. Following
corporatisation and privatisation the integration of
the electricity market now occurs through the
market for electricity. Although we once had an
integrated system and long-term planning,
increasingly decisions are being made by market
pressures.
Theoretically the market will enable the more
efficient generators to offer the most competitive
prices, so they are likely to sell more electricity than
less efficient producers. Unfortunately the market
has not worked entirely in that way. Although the
argument is superficially appealing we have seen
some significant problems with the market in that a
number of base-load stations have been able to fit
into the production of other stations to the extent
that the other stations have become non-viable.
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In fact, before privatisation the Treasurer repeatedly

claimed that there was considerable excess capacity
in the Victorian generation industry. Victorian
electricity use peaks during summer months because
of airconditioning use on hot days. On 14 January
the spot price for electricity was $3568 compared
with an average of $24 per megawatt hour. As a
consequence of a series of hot days the level of
Victorian reserves fell below what was considered to
be safe -1000 megawatt hours. The average price
of power rose to $200 per megawatt hour over the
first three weeks of that month. That is one of the
reasons why the government has sought to find a
mechanism that will effectively mean an increase in
prices to accommodate the problems.
As I said earlier, coal-fired generators increased their
utilisation markedly but last year stations such as
Newport finished up operating at 6.5 per cent
capacity. As a consequence the board of directors
shut down Newport because it did not accord with
commercial principles. It was not viable at an
operating level of 6.5 per cent. That is a reason we
have had problems with a shortfall in electricity
production in Victoria. The newly corpo:ratised
Snowy Hydro will face problems but decision
making will be further constrained than it has been
in the past by the terms of the licence.
The opposition supports the legislation because it
makes sense to establish that body. The three
governments have agreed to its establishment.
Notwithstanding Victoria's share is only 29 per cent
compared with 58 per cent for New South Wales,
Victoria gets equal voting rights with New South
Wales and the commonwealth. I hope as a result of
the legislation the serious issues surrounding
conservation and water erosion which have come to
light will be addressed by the new body.
Honourable members will be aware that significant
environmental issues have been identified in the
Snowy River area. I hope in another 40 years we will
be able to say that we have not only a good hydro
scheme operating in the Snowy Mountains but that
the environmental issues have been addressed to
maximise the efficiency of water management in that
area while also preserving the environmental values
we all share. On that basis, the opposition supports
the proposed legislation.
Hon. W. R. BAXTER (North Eastern) - The
Snowy Hydro Corporatisation Bill is important
because it has the potential, if mishandled in the
future, to fundamentally change the mode of
operation and the benefit delivered to the nation
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from one of the most important engineering projects
we have ever seen - that is, the Snowy Mountains
scheme.
I am not for one moment suggesting that is the
intent of the legislation; not at all. I fully support the
idea of corporatisation because the history of
corporatisation and privatisation as undertaken in
Australia, particularly in the past five or six years in
Victoria, demonstrates the tremendous benefits in
efficiency and cost saving that can be delivered by
that change of management structure.
However, I am concerned that some people will see
this corporatisation, and particularly the water
inquiry that is to be undertaken as a precursor to
corporatisation, as an opportunity to launch an
attack on environmental grounds on particularly
irrigation in the Murray Valley in Victoria and the
Murrumbidgee Valley in New South Wales, without
acknowledging the fact that irrigation in Australia
has been a most important aspect in generating
wealth and ensuring that Australians enjoy a high
standard of living.
Without irrigation, much of the productive area in
the Murrumbidgee, Murray Valley and Goulburn
irrigation areas would be nothing more than dusty
sheep runs, underpopulated and producing a
product that at present does not generate much
money on world markets. City dwellers would not
be enjoying the abundant supplies of fresh food,
particularly fruit and vegetables, that irrigation
delivers.
Australians can be proud of what irrigation has
brought to this country. We can be grateful to our
men and women for their tremendous vision
100 years or so ago. They saw the prospect of
harnessing the rivers of Australia and delivering
water by gravity to many thousands of hectares of
fertile land, land which suffered from a lack of
rainfall and the productivity of which was not being
realised due to a shortage of water.
Although we would all acknowledge that some
management practices in the past were unwise, they
have been corrected in the light of our learning and
experience; while irrigation has changed the
environment in some respect, by and large it has
delivered extraordinary benefits to Victoria and,
indeed, to Australia.
We need to acknowledge that in Australia, a country
of widely varying rainfall patterns, rivers in natural
conditions regularly range from horrendous floods
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to almost drying up. I recall the recent floods
associated with the River Murray and that graphic
illustration of the late Sir Ronald East in 1915
standing astride the Murray because it had been
reduced to a trickle. We would have seen that
occurrence many more times had the dams not been
built on the River Murray and had the Snowy
Mountains scheme not been constructed after the
war.
We can say the same of the Snowy: a wild river in its
natural state which often flows as a torrent, but in
dry times is reduced to a trickle. We should not
judge rivers, particularly not in dry years. One must
measure these things over a period, but I
acknowledge the Snowy River has been underdone
in environmental flows since the construction of the
Snowy Mountains scheme.
It is only proper that the allocations for that river be
reviewed and increased. It is worth noting that the

committee, chaired by the honourable member for
Swan Hill in the other place, which is looking into
entitlements under the Murray-Darling Basin cap,
has already allocated volumes of water for
environmental flows in the Snowy. Whether that
turns out to be the final determination as the
consultation process proceeds remains to be seen.
However, it is an acknowledgment that the Snowy
River is deserving of additional consideration from
an environmental point of view.
I express concern that the terms of reference drawn
up for the water inquiry may be construed
inappropriately by some. I refer particularly to the
advertisement appearing in the Weekly Times of
3 December. Its headline, 'Snowy Water Inquiry', is
under the names of the Victorian and New South
Wales Treasurers. The advertisement sets out the
proposed terms of reference. It is worth noting that
two inquiries are to be held: an inquiry into the
terms of reference; then, having decided that, the
actual inquiry will be held. Proposed term of
reference 2(2) states:
'" the scheme is an ongoing commercial electricity
business entity.

That would seem to convey the impression that the
generation of electricity is the primary purpose of
the Snowy Mountains scheme. I do not acknowledge
for one moment that electricity generation is the
primary purpose: it is but one of its purposes. It
should be noted that on many occasions the use of
the water stored there for irrigation will deliver a
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greater return to the Australian people than were it
run through the electricity generation turbines.
I am somewhat concerned that the bill does not refer
to water or irrigation at all. I have some concerns
about how it will be applied and interpreted over
the years. I take comfort from the attached annexure,
which sets out the corporatisation principles.
Paragraph 7.2 says:
Unless othelWise agreed, those water release
obligations will be consistent with the existing
arrangements governing the scheme. In any case they
will:
(1)

protect Victoria's existing right to a share of inflows
into the scheme -

that is very important (2) protect South Australia's existing rights-

we would all acknowledge that South Australia has
a great interest in the matter(3) prescribe minimum release volumes in times of
drought ...

That is also important. I refer to my earlier remark
that sometimes the use of irrigation rather than
electricity generation will have the more beneficial
return. The paragraph continues:
(4) provide for variations in releases in emergency
situations -

that is commonsense (5) include provisions for consultation between Snowy
Hydro and the relevant water authorities.

I place a great deal of importance on the need for a
productive working relationship between the
corporatised entity and the relevant water
authorities - which, in Victoria's case, is mainly
Goulburn-Murray Water. Paragraph 7.2 also says
they will:
(7)

provide for the outcomes of the water inquiry.

I am happy for that to be provided for, on the
proviso that the outcome of the water inquiry, which
is to be completed within six months, is satisfactory
to Victoria. It is premature to assume at this stage
that it will be. That wide-ranging inquiry will draw
many submissions from areas that may have less
sympathy for irrigation and electricity generation
aspects and a greater concern for so-called
environmental aspects than is perhaps warranted.
I want Victoria to be always on its guard to ensure
that its interests are protected following
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corporatisation. By 'its interests' I mean the interests
of the people of Victoria at large - not just those of
the irrigators, whom I represent in Parliament.
The legislation will deliver immense benefits to
every Victorian. I would not want to see those
benefits Wldermined by the fashionable view that
somehow or other the past management of the
scheme has been wrong and that some radical
changes are needed.
I acknowledge the need for finetWling and for the
Snowy River to be accorded additional
environmental flows, but apart from that I believe
the tried and tested regime of the past 50 years has
been pretty dose to the mark and should be deviated
from only after the most careful consideration and
assessment of the effects any changes will wreak on
those whose businesses rely on the regime.
I emphasise that Victoria will need to keep a close
eye on the water inquiry and not just assume that
because the scheme is located in New South Wales
and mainly run by that state that somehow or other
it is of no great concern to this state. The scheme is
extraordinarily important to Victoria: our standard
of living depends on it. I urge the Treasurer and his
officials not to let it get away from us. I have no
doubt he will keep an eye on it.
Hon. P. R. HALL (Gippsland) - It gives me great
pleasure to support the Snowy Hydro
Corporatisation Bill, particularly as it affects the
Snowy River in the East Gippsland part of my
electorate. As the minister says in the
second-reading speech, and as Mr Theophanous and
Mr Baxter have acknowledged, the issues associated
with the flow of the Snowy River are tied in with the
bill.
The development of the Snowy Mountains
Hydro-Electric Scheme through the 1950s and 1960s
created a major industry for the Snowy Mountains
region. At the same time it had a profound impact
on the hydrology of the Snowy River catchment
area. Members who are aware of the scheme will
know that the scheme utilises the headwaters of the
Snowy, Murray and Murrumbidgee rivers,
capturing water for electricity generation and
subsequently diverting some of it to the Murray and
the Murrumbidgee valleys for irrigation.
The effect of the damming of the Snowy River below
Jindabyne and the diversion of the Mowamba River,
a natural tributary of the Snowy, to the Jindabyne
Dam has meant that the volume of water flowing
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down the Snowy River now represents only about
1 per cent of the original figure. As honourable
members know, that has had a disastrous effect on
the ecology of the Snowy River. As the minister says
in the second-reading speech, the corporatisation of
the Snowy Mountains Hydro-Electric Scheme will
provide a once-in-a-lifetime opportunity to address
some of the issues associated with the flow of water
down the Snowy.
I agree with Mr Baxter that the issues surrounding
the inquiry and the volume of water that may be
released down the Snowy River need to be
considered in conjunction with the needs of
irrigators in the Murray and Murrumbidgee
systems. One of my constituents has suggested that
desirable flows down the Snowy could be achieved
by the adoption of better water conservation
measures rather than changing irrigation methods.
As I am not an expert, I do not know whether that is
possible. However, we need to explore every
possible avenue to increase the flow of water down
the Snowy River.
The damming of the Snowy at Lake Jindabyne has
had a significant impact. It has reduced the river's
natural flow by about 99 per cent, which has had an
effect on the quality of the water. As a result some
areas are at risk of toxic blue-green algae outbreaks.
It has also greatly diminished the natural fish
population and has led to an invasion of willows,
which has also occurred in some of the Gippsland
rivers which have had their courses altered.
The lack of a strong natural flow down the Snowy
has also led to increased instances of soil erosion and
to the extension of the salt wedge almost
15 kilometres upstream. The damming of Jindabyne
in the mid-1960s has increased the intrusion of salt
water into the mouth of the Snowy River around
Marlo. All that has had a significant effect on the
health of the Snowy River, which has had a flow-on
effect for users of the water down the river.
Although the bill facilitates the corporatisation of the
Snowy Mountains scheme, it is also an
environmental measure. The bill will give members
of the house and those involved in the water inquiry
that will be established following its passage a
once-in-a-lifetime opportunity to address significant
environmental issues. Despite the fact that it is a
corporatisation bill, I was pleased to see the
emphasis on those issues in the second-reading
speech. One would almost think the second-reading
speech had been made by an environment minister
rather than a finance minister or a Treasurer. The
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government is strongly committed to achieving
satisfactory outcomes from the water inquiry that
will be undertaken by the New South Wales and
Victorian governments to determine water usage in
the Snowy Mountains scheme.
Over the past six months the Minister for
Conservation and Land Management in the other
place, Marie Tehan, has inspected the Snowy River
and spoken to local people. During a recent East
Gippsland tour the Premier also took the time to
inspect the area around the mouth of the Snowy.
Only a fortnight ago the Treasurer spent a
memorable day meeting people in southern New
South Wales and flying along the course of the river.
He eventually landed in East Gippsland, where he
talked to some Orbost residents about the health of
the Snowy River. I am delighted that three senior
ministers have taken the opportunity in the past
three months to inspect and talk with local people
about the environmental issues associated with the
Snowy River.
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for the effort it made and the dollars it spent in
producing the report.
One of the recommendations in the report was that
the ecology of the river would benefit if 28 per cent
of the original flow returned to the river. At present
only 1 per cent of the original water flow goes down
the Snowy River, so that is a significant amount of
extra water. However, as I said before, that 28 per
cent flow can perhaps be achieved without
detriment to the existing irrigators in the Murray
and Murrumbidgee systems. It is certainly not the
intent of the people of East Gippsland to rob other
users of that water, but perhaps by forsaking some
of the electricity production or making better use of
the water that flows for irrigation purposes the
desired flows in the Snowy River can be achieved.
That is certainly the point made by people far more
expert than I in that area. I am pleased that the
review process is under way. It is expected to take
six months and result in worthwhile outcomes that
will produce positive benefits for the people in East
Gippsland and north of the Snowy River.

Mr Baxter mentioned the commitment by the New

South Wales, Victorian and commonwealth
governments to undertake a water inquiry to
investigate how best to utilise water emanating from
the Snowy Mountains scheme, and we welcome
that. The only disappointing thing about it is that it
has taken so long to get where we are today; this bill
has been on the notice paper for a while. The New
South Wales Parliament had some diffirulty passing
complementary legislation, and the federal
government also had to consider some legislation in
respect of this matter. It would have been nice to
have that legislation considered by Parliament six
months ago when it was first mooted so the review
could have been under way. However, as Mr Baxter
said, the draft terms of reference for the water
inquiry are now out for public comment. It is
expected that public submissions to the draft terms
of reference will dose by mid-January and that
shortly after that the water inquiry will take place.
My constituents in East Gippsland are well prepared
to make worthwhile submissions to the inquiry.
Some of the work that has already been undertaken
by the Snowy Genoa Catchment Management
Committee will provide valuable information to that
water inquiry. In 1995 the Snowy Genoa Catchment
Management Committee commissioned an expert
panel to consider and assess the environmental flow
of the Snowy River below the Jindabyne dam. The
panel produced a comprehensive document that
goes to some of the issues the water inquiry will
consider. I compliment the management committee

I compliment some people in my electorate who
have worked assiduously on this issue for many
years. It is always dangerous to single out some
because there are many others who could be as
deserving, but I particularly mention Mr Max White,
who for many years has been secretary and
executive officer of the Snowy River Improvement
Trust. Max White held that position during my nine
years in Parliament and has been a great source of
information and assistance to me in consideration of
water management issues, both associated with the
Snowy River and in general.
I also mention his wife, Glenice, who is equally
committed to restoration of environmental flows
down the Snowy River. She, too, has pursued this
issue keenly over the years. The third person I
mention is Mr Gil Richardson, who is chairman of
the Snowy River Improvement Trust and has put a
great deal of voluntary time into improving the
health and wellbeing of the Snowy River. He
accompanied the Treasurer on his recent visit to the
area which was, as I said, quite memorable.
Unfortunately the day was a little rough and we had
a turbulent ride in the plane from Jindabyne down
to Orbost, eventually landing at Bairnsdale;
Mr Richardson certainly suffered from that
turbulent ride. However, he has worked assiduously
over the years to assist on Snowy River issues.
Finally, I mention the Honourable Peter Nixon,
whom many of us in this house would know. He is a
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lifetime Orbost resident, a former federal minister
and chief commissioner of East Gippsland Shire and
somebody who has a strong commitment to the East
Gippsland and Snowy River areas. I singled out
those four people but there are probably another
30 people I could put in the same basket with whom
I worked closely on these issues.
The issue of the health of the Snowy River has been
going for as long as I have been a member of this
house. The people of East Gippsland welcome the
legislation because it will generate the water inquiry,
which we hope will achieve improved flow down
the Snowy River. It is certainly wanted and, as
Mr Theophanous said, will maintain one of the
major historical icons in Victoria. We need to
consider the issue closely through the water inquiry
process. The people of East Gippsland will have a
strong input into the inquiry, and we all hope the
outcome will be an improved flow down the Snowy
River and that we can work towards achieving that
without causing detriment to other water users.
Hon. C. A. STRONG (Higinbotham) - It gives
me great pleasure to support this bill because it
updates a grand old lady - it brings the
management and tradi tional structures of this
Australian engineering icon into the 21st century. As
a young engineer I followed the early days of the
Snowy Mountains scheme with a great deal of
interest. As students we often visited the site to look
at works in progress, and as a young engineer I also
had the opportunity on several occasions to visit the
works in their various stages. There is no doubt that
the Snowy Mountain scheme was in every way
seminal to the engineering profession of Australia
because the techniques that were imported to
Australia and developed on the project, the scale of
operations in plant and equipment, were new to
Australia. Many of the large firms that worked on
the project went on to become the leading Australian
companies in engineering for the next two or three
decades. It set the scene for the spectacular growth
in engineering that took place in the 1950s, 1960s
and 1970s. Without the skill that was developed on
the project that growth would have been hampered
and the scheme would have been nowhere near as
effective as it became.
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The corporatisation and, we suspect, subsequent
privatisation in whole or part of the new Snowy
Hydro Company that will be set up under the bill is
a very necessary part of the finalisation of the
electricity industry restructure in this state. The
Snowy scheme has a vital role in providing peak
load to our system. Not only does it provide peak
load in a normal sense it also has a pump storage
capacity that further enhances peak-load capability.
Peak load, as we know, is one of the crucial factors
in the power structure of Victoria.
Victoria is blessed with having huge amounts of
brown coal, which provides a very effective
base-load capability. However, there is also a need
for a peak-load capability to go with that. To get the
best mix of peak load the correct pricing signals
must be sent as to the value of peak electricity. With
its current structure, it is very difficult for the Snowy
scheme to effectively send those price signals.
However, with its privatised structure and as a
major provider it will be able to send the
appropriate pricing signals. We will then be able to
see the further development of peak-load capacity
that our system desperately needs.
I shall also touch on some of the water issues that
have been dealt with by previous speakers. They are
enormously important and an appropriate
resolution to those will be sought. The use of
peak-load electricity and the ability of the new
structure to send correct pricing signals will be
enormously important to the Victorian electricity
industry and the south-eastern states as well. I urge
the house to support the bill and in so doing I have
enormous pleasure in reinforcing the enormous
contribution that the Snowy scheme has made to
engineering throughout this state and nation.
Motion agreed to.
Read second time.

Third reading
Hon. R. M. HALLAM (Minister for Finance) By leave, I move:
That this bill be now read a third time.

With the change in the electricity structures that
have taken place, particularly in Victoria and to a
certain extent in New South Wales, there is no doubt
that the management and operational structure as it
currently exists in the Snowy Mountains scheme is
an anachronism.

I congratulate my colleagues on their contributions
to the debate. I particularly mention that of the
Leader of the Opposition. I thank the opposition for
its support for what we all acknowledge is a very
important legislative initiative.
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Motion agreed to.

Members having assembled in chamber:

Read third time.

The DEPUlY PRESIDENT - Order! To
ascertain whether the required majority has been
obtained I ask those members in favour of the bill to
stand in their places.

Remaining stages
Passed remaining stages.

Required number of members having risen:

CONSTITUTION (AMENDMENT) BILL
Motion agreed to by absolute majority.

Second reading
Debate resumed from 9 December; motion of
Hon. M. A. BIRRELL (Minister for Industry,
Science and Technology).

Read second time; by leave, proceeded to third
reading.

Third reading

Hon. D. A. NARDELLA (Melbourne North) The opposition does not oppose the Constitution
(Amendment) Bill, which protects those who publish
the Hansard report. Clause 3 updates the provisions
dealing with the publication of parliamentary
proceedings and papers. Clause 4 protects people
who transmit and broadcast parliamentary
proceedings. The bill is about updating measures for
the new technological period ahead. It deals with
Hansard on the Internet and those who publish
parliamentary debates. The opposition does not
oppose the bill.

Motion agreed to by absolute majority.

Hon. C. A. STRONG (Higinbotham) - As a
member of the Library Committee I particularly
support the bill. As Mr Nardella said, the bill deals
with Hansard on the Internet. That particular
function is managed by the parliamentary library. In
its deliberations over several years the committee
was concerned that the protection afforded to the
printed Hansard may not extend to the electronic
Hansard on the Internet.

Debate resumed from 4 December; motion of
Hon. R. M. HALLAM (Minister for Finance).

The Library Committee was instrumental in
ensuring that the bill was introduced so that those
responsible for the publication of Hansard on the
Internet in electronic form were protected in the
same way as those who have published the printed
Hansard for many years. On behalf of all members of
the Library Committee I have much pleasure in
supporting the bill.
The DEPUTY PRESIDENT - Order! I am of the
opinion that the second and third readings of the bill
require to be passed by an absolute majority. To
ascertain whether the required majority has been
obtained I direct that the bells be rung.
Bells rung.

Read third time.

Remaining stages
Passed remaining stages.

BUSINESS FRANCHISE FEES (SAFETY
NET) BILL
Second reading

Hon. T. C. lliEOPHANOUS Oika Jika) - The
opposition supports the Business Franchise Fees
(Safety Net) Bill. The proposed legislation repeals
and in some cases amends business franchise fees
following the High Court decision of 5 August,
which outlined the state franchise arrangements.
Honourable members will be aware that the High
Court decision put Significant taxation schemes in
doubt for the states, and Victoria was affected.
Effectively, petrol, tobacco and liquor franchise fees
will be replaced by an equivalent commonwealth
wholesale sales tax. Transitionary measures are
being implemented to replace the franchise fees the
High Court ruled against with a new
commonwealth wholesale sales tax.
Most transitionary matters resulting from the High
Court decision have been resolved to the satisfaction
of the industry sector. The long-term implications
for the states are profound. About 50 per cent of all
Victorian revenue will now come from the
commonwealth and more growth taxes are lost to
Victoria.
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The bill allows for a commonwealth wholesale sales
tax - which is not a growth tax - to replace the
other three taxes. The bill also increases taxation in a
number of areas; it will result in a 1.5 per cent
increase in tax on liquor, which is as a direct result of
the High Court decision and the consequent
transitional arrangements. I understand the
Australian Hotels Association and other industry
groups accept the necessity for the change and the
tax. The government has argued that the 1.5 per cent
increase in liquor taxes will not be passed on as a
result of competition in the industry, but on any
argument sooner or later it will be passed on so
there will be a 1.5 per cent increase in taxation in the
liquor industry as a result.
There is no extension of the tax exemption on cellar
door wine sales and cellar sales at festivals or other
trade events. The opposition will continue to
support some aspects of the taxation on liquor. In
particular, it places on record its continuing support
for tax exemptions for low-alcohol beer. This
initiative reveals the need in this country to have a
significant debate on tax reform, and that debate has,
I believe, yet to be had. I do not support the Premier,
who has proposed that the solution is to have a
goods and services tax or a value-added tax to
replace a range of state taxes. That proposition has
serious difficulties. The opposition does not believe
that is the way to go; nevertheless there is still a need
for Significant taxation reform. The opposition looks
forward to being involved in the debate on that tax
reform.
The legislation has been introduced as a result of a
High Court decision, and it establishes the
commonwealth sales tax as a replacement to the
other franchise taxes. On that basis the opposition
supports the bill.
Motion agreed to.
Read second time.

Third reading
For Hon. R. M. HALLAM (Minister for Finance),
Hon. R. I. Knowles (Minister for Health) - By leave,
I move:
That this bill be now read a third time.

I thank the Leader of the Opposition for his
comments on the bill.
Motion agreed to.
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Read third time.

Remaining stages
Passed remaining stages.

LAND TAX (AMENDMENT) BILL
Second reading
Debate resumed from 4 December; motion of
Hon. R. M. HALLAM (Minister for Finance).
Hon. T. C. THEOPHANOUS (Jika Jika) - The
opposition does not oppose the legislation but
wishes to move a reasoned amendment. I therefore
move:
That all the words after 'That' be omitted with the view
of inserting in place thereof 'this house refuses to read
this bill a second time until the amendments promised
by the Treasurer in his second-reading speech to
guarantee the exemption on a principal place of
residence and other matters related to small business
have been assessed and amendments prepared'.

Before detailing the reasons why the opposition
moves the reasoned amendment, I should say that
the purpose of the bill is to flatten the current land
tax threshold. The structure of land tax rates and
scales has been altered to provide relief for
properties with values in excess of $540 000.
Contrary to the government's claims, the bill does
not remove the land tax payable on the principal
residence. A separate bill exempting principal
residences will be moved in the 1998 autumn
sittings. One aspect of the reform, increasing land
tax, is being introduced now, but the prOvision that
will reduce land tax will not be introduced until the
1998 autumn sitting, which is inappropriate
considering the government made a song and dance
about the bill when it announced it publicly. It is
estimated that by reducing the tax-free threshold
from $200 000 to $85 000 an additional 150 000
businesses and second properties will be drawn into
the land tax net. On that basis the opposition has
some difficulty with the legislation. The original
budget estimate for land tax revenue in 1997-98 was
$427 million. Changes to this bill will, if
implemented, reduce the revenue estimate to
$394 million, a reduction of $33 million. That will not
occur until legislation is introduced in the autumn
1998 session when the principal place of residence
will become exempt. Under the unchanged 1998
policy it was estimated that some 26 600 taxpayers
would have faced land tax for the first time.
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However, some will now not face land tax because
of the family home exemption. But that amendment
will not be introduced at this time.
The estimated number of taxpayers removed from
the tax net due to the principal place of residence
exemption is estimated to be 41 000. In 1998, on an
unchanged policy basis, there would have been an
estimated 96 000 landowners paying land tax for the
first time. I moved the reasoned amendment because
that has not occurred. Given that the government
announced it would exempt the principal place of
residence, it should have introduced such a measure
at the same time as this bill.
The opposition is concerned about the impact of the
changes in the Mitcham electorate. It sought from
the City of Whitehorse some figures on the impact of
the changes in that city. Given that a by-€lection is
taking place there soon, it is important for the people
of Mitcham to know exactly what that impact will
be. Information provided by the City of Whitehorse
shows that a small number of properties in the city
with site values of more than $200 000 would benefit
from the reductions being proposed by the
government. There are 68 such residences in
Blackburn, 7 in Blackburn North, 33 in Mitcham,
19 in Nunawading and 48 in Vermont. There is
hardly a large number of properties in the Mitcham
area that will benefit in any way, shape or form from
this legislation.
A number of businesses in the electorate will face the
taxes for the first time. To try to determine how
many were likely to pay land tax for the first time
the opposition sought information from the City of
Whitehorse about the number of properties with site
values between $85 000 and $199999. There were
211 such small businesses in Blackburn, 13 in
Blackburn North, 112 in Mitcham, 133 in
Nunawading and 30 in Vermont, a total of 499. It is
important that small businesses in the Mitcham
electorate - and others throughout Victoria understand that they will be slugged for land tax for
the first time.
I do not know what the figures are across Victoria,
but Business Forum of 21 November provides a scale
that clearly shows the effect on small businesses. It
shows that for small business land tax will be
increased whereas tax for medium and larger
businesses will reduce. The opposition criticised the
Minister for Small Business about the measures. She
has been unable to represent her constituency to
ensure that small businesses in Victoria, especially
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the 500 in the Mitcham area, do not suffer increases
in land tax.
Businesses with site values between $85 000 and
$200 000 will now for the first time have to pay a tax
of $85 and 0.1 cents for each dollar of the value
exceeding $85 000. The government has not bothered
to introduce the measure at the same time it
introduced legislation on the principal place of
residence. I know that on other occasions the
minister has tried to use that as an argument for the
amelioration of the effects of the tax on small
business. It assumes those small businesses have
another principal place of residence that would be
exempted or would give them a reduction in land
tax. But that has not been introduced by the
government. On 14 November the Age summed up
the changes, stating:
While medium-sized businesses - with site values
between $540 000 and $1.6 million - will receive large
tax cuts, some small businesses will be forced to pay
the tax for the first time.

The Age made clear that small businesses will be
paying land tax for the first time while larger
businesses will receive tax cuts. Again, the Treasurer
went to the press and said:
No homeowner will pay land tax on his or her
principal residence.

He also said:
Obviously this is good news for Mitcham. Anybody in
Mitcham who is paying land tax on their principal
residence will no longer pay land tax.

What a joke! Firstly, he has not introduced the
legislation to bring that about and, secondly, a small
number of people in the Mitcham electorate pay
land tax. However, a much larger number of small
businesses will suffer for the first time. There are
only 33 properties valued at more than $200 000 in
the Mitcham area that would come into the
Treasurer's category, even if he were honest enough
to introduce that legislation with this bill.
There is a fundamental dishonesty in the way the
government has dealt with this measure. Firstly, it
has tried with the big hit to pretend there is some
sort of reduction for the principal place of residence,
but has not introduced the legislation. Secondly, it
will have significant effects on small businesses that
will have to pay the tax for the first time. As a
consequence, the opposition has moved the
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reasoned amendment. If the reasoned amendment is
lost, because the bill is a taxing measure, the
opposition will not oppose it.

scale will be enormously beneficial to Victorian
businesses because, as I said, they will give Victoria
the least expensive land tax regime in the nation.

Hon. C. A. STRONG (Higinbotham) - I support
the bill and oppose the reasoned amendment. I have
much pleasure in supporting the bill because one of
the key features foreshadowed in it is the removal of
land tax that is currently payable on a person's
principal place of residence. For many years that has
been a bone of contention among my constituents.
They have agitated very hard to get this reform.

The thrust of the reasoned amendment is simply that
the bill should not be considered because the
guarantee given by the Treasurer in his
second-reading speech to introduce the other leg of
the reform - namely, the removal of land tax on the
principal place of residence - will be introduced in
the next sessional period. I have no problem at all
with the guarantee given by the Treasurer, and I am
sure all honourable members on this side of the
house feel the same way. I have no doubt that the
community accepts that the guarantee given by the
Treasurer will be honoured. There is simply no point
in accepting the reasoned amendment because it is
fundamentally unnecessary. Without doubt the
Treasurer will honour his commitment.

The bill is a taxation measure, and as with any
taxation arrangements there are adjustments. As the
principal place of residence will be removed from
the land tax scale some very important adjustments
are being made in the scale. They are important
because there was a problem with the enormous
discontinuity in the scale.
When the site value of a property exceeded $540 000
the rate suddenly increased apprOximately IS-fold,
from 0.2 per cent to 3 per cent, thereby imposing an
unfair cost burden on people whose site values
crossed that threshold. A key element of the bill is
the flattening out of the scale to make it more even
as the site values of properties increase.
The proposed scale will result in Victoria having a
land tax regime for almost all reasonably sized
businesses - the types of businesses that we want to
attract to Victoria because they will generate
economic activity - that will be the lowest of any
state in the nation. That is clearly another significant
benefit the government is giving to business in this
state. The cost to the budget of the proposed change
in the land tax scale is estimated to be a reduction of
$33 million a year in land tax revenue.
I turn to deal with how Victoria will now rank on
land tax charges compared with other states,
because they are very important. On a site value of
$200 000 Victorian land tax will be in the order of
$200, compared with $840 in New South Wales, nil
in Queensland and $500 in both Western Australia
and South Australia. Further up the scale the
advantage to Victorian businesses is even gyeater.
In Victoria the tax on a $1 million site will be
something like $6200 compared with $15 600 in New
South Wales, $10 000 in Queensland, $10 000 in
Western Australia and $12 000 in South Australia.
The New South Wales figure is more than double
and the South Australian figure is almost double the
amount payable in Victoria. The adjustments to the

I have gyeat pleasure in supporting the bill. It will be
enormously popular in my prOvince. As I said,
people in my area have fought for many years for
the removal of land tax from the principal place of
residence. My province is home to a number of
industries and the removal of land tax will be
popular in the Moorabbin and Mordialloc industrial
areas. Land tax paid by the industries in those areas
will be significantly reduced, which will be of
enormous benefit to the businesses that operate
there. I urge the house to support the bill and reject
the reasoned amendment.
Hon. W. R. BAXTER (North Eastern) - I am
pleased to join Mr Strong in supporting the
proposed legislation, which honours a commitment
the coalition gave prior to the 1996 election that land
tax on the principal place of residence would be
removed. This is the first step in bringing that
commitment into being.
I reject the reasoned amendment because it is simply
not worthy of consideration, bearing in mind the
commitment given by the Premier as part of the
election policy, the commitments given in the
second-reading speech and the comments made
during the Mitcham by-election campaign. It
beggars belief to suggest, as does the reasoned
amendment, that somehow or other this
undertaking will not be executed. Of course it will
be executed. The house can pass this bill in the
conviction that in the autumn sessional period a
more complex piece of legislation containing the
detail of that undertaking will come before the
house.

LAND TAX (AMENDMENT) BILL

1190

COUNCIL

Honourable members heard from the Leader of the
Opposition that he was not opposing the bill. I think
he finished up by saying the reason was that it is a
taxation measure and, by implication, that the
opposition does not oppose taxation measures.
That was interesting. He has advanced that principle
on other bills at various times and I was intrigued by
his rationale on this occasion, because his whole
speech was in opposition to the legislation. Not
surprisingly we had the usual use of statistics used
in the way a drunk uses a light pole - more as a
source of support than a means of illumination.
The Leader of the Opposition used dodgy statistics
as to what the effect might be at Mitcham. He
regaled us with statistics he obtained from the Gty
of Whitehorse as to how many residences in the
Mitcham area have a site value of $200 000 or more,
and not surprisingly there are not a great deal. Then
he gave us a calculation of how many small
businesses there will attract tax for the first time
under the new exemption level of $85 000. Not
surprisingly he came up with a reasonably
substantial figure.
The Leader of the Opposition then drew the
inference that many small businesses will be paying
tax for the first time. If he had looked at the statistics
and drawn correct conclusions he would be aware
that if the principal place of residence had remained
taxable, even if the exemption level had remained at
$200 000, many small businesses would have been
progressively drawn into the net over the years
because their owners would have owned homes
which, when aggregated with the value of their
small business sites, would put them over the
$200000 limit.
The removal of the principal place of residence as
part of the equation will mean dozens, if not
hundreds and thousands, of small businesses will
not pay tax. Previously people involved in those
businesses would have had to pay over time as land
values rose. If the Leader of the Opposition had been
honest he might have demonstrated that when
properly assessed that is what the statistics he
quoted show.

profitability on very small sites that would not
transgress the exemption level would not pay tax,
yet other businesses which because of their naturefor example, machinery agents and the like that need
extensive blocks of land -may not be particularly
profitable or have high turnovers would fall within
the tax net. The use of site value by the Leader of the
Opposition as a measure of whether businesses fall
into the category of small did not portray an
accurate picture.
I am pleased that the exemption level has been set at
$85 000. It means that the tax will not to any great
degree, if at all, have an impact on businesses in
small country towns in regional Victoria, where it is
acknowledged that due to rural downturns, drift of
population and the like many businesses are
struggling. My assessment from looking around my
own electorate is that most businesses in the small
towns will not be drawn into this net. In the regional
centres such as Shepparton and Wodonga some will
be affected, but by and large they are the larger
businesses that are owned by big companies and not
locally owned businesses. We are trying to assist
small business through this measure, and they will
be assisted because they will not be included in the
tax net.
I am also pleased with the continued exemption of
farm land from the payment of land tax. I am not
suggesting there was any indication at any time that
the government intended to impose tax on farm
land - it did not. However, it is worth noting that
farm land has been exempt from land tax for many
years, and continues to be so. This is another
measure by which the government can assist the
farm population of the state.
The legislation provides a significant breakthrough
in the removal of the principal family home from the
tax net. The way the tax was applied made it
inequitable. In many cases it took no account at all of
a person's disposable income. It was based simply
on land value, which did not always relate to a
person's capacity to pay. The process will probably
relieve more small businesses from having to pay
land tax than those with which it will catch up.
Amendment negatived.

The legislation will be of immense benefit to small
businesses. The removal of the principal family
residence from the fonnula will relieve many
families of the obligation to pay land tax at all. In
any event the use of site value to gauge whether a
business is small or not is a rather inaccurate
measure. Businesses with Significant turnovers and
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Read second time.
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Third reading
For Hon. R. M. HALLAM (Minister for Finance),
Hon. M. A. BIRRELL (Minister for Industry, Science
and Technology) - By leave, I move:
That this bill be now read a third time.

I thank Mr Theophanous, Mr Strong and Mr Baxter
for their comments. I certainly agree with my
coalition colleagues that this is a very welcome
initiative. It has been long promised and brings to
the scales of the land tax system a degree of fairness
that had been absent. It also enshrines the important
principles of keeping exempt from land tax farm
properties and principal private residences.
Motion agreed to.
Read third time.

Rerru:zining stages
Passed remaining stages.
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from the Law Institute of Victoria wrote to the
minister pointing out that fact.
The bill has been introduced following a report by
Mr Faris, QC, but copies of that report have not been
made available to members of the community or to
the legal profession - or to anybody other than
members of the government. Consultation has been
selective, but neither the general community nor the
legal profession have had an opportunity to debate,
discuss or suggest changes to the bill. Once again the
government has introduced important legislation
without giving people the chance to express their
views and suggest amendments to ensure it does not
affect them unfairly.
In part the bill reverses the onus of proof: all the
assets of an accused can be frozen so that they are
not available to help fund his or her defence. In
some circumstances people will not be able to use
their assets to fight restraining orders. Under the bill
restraining orders can be made in people's absence
up to 48 hours before any charges are laid. They can
be laid by police acting as informants, which the
opposition is concerned about.

CONFISCATION BILL
Second reading
Debate resumed from 4 December; motion of
Hon. LOUISE ASHER (Minister for Small
Business).
Hon. D. A. NARDELLA (Melbourne North) The Confiscation Bill repeals the Crimes
(Confiscation of Profits) Act. The opposition wishes
to move a reasoned amendment. 1 move:
That all the words after 'That' be omitted with the view
of inserting in place thereof 'this house refuses to read
this bill a second time until the government ensures
that there are appropriate safeguards in the legislation
which will(a) preclude innocent persons having their property
forfeited by the state; and
(b) address the issue of the proceeds from substantial

corporate crime'.

I have great concern about the legislation. It is based
on premises and principles that go against the
principles that have served the justice system in
Australia for a very long time. The opposition
consulted a number of people on the legislation. We
found that the government had not consulted the
legal profession. On 1 September Mr David Grace

The Assets Confiscation Office will have the ability
to undertake the confiscations referred to in the bill.
The owners of those assets will have to rely on legal
aid to defend themselves in criminal proceedings.
Legal aid in Victoria is in a parlous state. The
government has ripped the heart and guts out of the
legal aid system, and the federal government has
done the same thing.
The opposition believes the legal aid system does
not have sufficient funds to deal with its existing
clients, let alone additional ones. It is concerned that
legal aid funds will be used to defend very wealthy
people, so the state will end up funding the cases of
the very wealthy who could otherwise afford to pay
their own costs. If a restraining order is placed on
the whole of a person's property, he or she will not
be able to use those assets to fight the order, even
though some of have been lawfully obtained.
The bill is draconian. The members of the Scrutiny of
Acts and Regulations Committee recently discussed
the example of a person who makes a telephone call
in support of a drug trafficking operation having a
restraining order placed over a block of flats he
owns, thereby having it classified as tainted
property. Until now, the use of assets has been
restrained by the courts or by agreement and have
been available for use in defence cases. The bill will
add additional strain to the legal aid system and to
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the courts because of the extra administration
involved. The minister has not engaged in any
meaningful consultation to try to alleviate those
problems.
The minister's failure to release the report made by
Peter Faris, QC, is typical of a government that does
not consult. The bill overturns well-established legal
principles, one of which is the presumption of
innocence. Another is that an accused person who is
found not guilty gains the full benefit of that
decision. If the bill is passed a person found not
guilty can still have his or her property permanently
confiscated under a different legal process that
requires a lower standard of proof - not beyond
reasonable doubt, which applies to criminal cases,
but on the balance of probabilities.
Clause 106 says a person must produce documents
relating to assets, and under clause l06(l)(b) he or
she will not be excused from producing a document
on the ground that to do so would be a breach of
advice by a legal practitioner to a client not to
disclose the existence or contents of that document.
That will affect legal professional privilege and is
again a dangerous path to be going down.
Clause 99(1) removes the right to silence, which
means an accused will be forced to answer
questions. The Scrutiny of Acts and Regulations
Committee has undertaken a project on the right to
silence, but the legislation will remove that right
before the committee has had the opportunity to
report to the Parliament. The opposition is
concerned about this aspect of the legislation.
It is imperative that the government consult the
community about the legislation it introduces. In
this instance the government and the minister are
behaving inappropriately. Fundamental principles
of criminal justice are being overturned, which is too
high a price to pay in anyone's language. Learned
members of the legal profession spend a lot of time
debating and discussing the principles that underpin
our legal system, which has served us well. The
government should seek and take note of their
advice.

OppOSition members are concerned that in some
cases we are moving closer to the United States legal
system and that in others - for example, this
legislation - we are moving closer to the European
legal system of an accused being presumed guilty
until proven innocent. If that is what the
government wants to do, we should have that
debate.
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It is no good whittling away people's rights and
allowing the legal system to be abused. In its way

the bill is an indication of the perniciousness of the
drug trade. Nevertheless, we are concerned about
the regressive and punitive measures in the bill. The
government says it is attacking the drug trade by
confiscating the assets of those involved in it, but
you get to the stage of asking, 'Where do you stop?'.
It might be the drug trade today and murderers
tomorrow. It may be some other class of criminals in
the near future who make it difficult to stop their
activities and uphold the law.
In the United Kingdom a number of rights have
been removed from the general population. The
court system has not been allowed to function in the
normal way it had developed over hundreds of
years since the Magna Carta. Gross injustices have
been rife because of the standard of evidence and the
procedures and because of the ability of the state to
corrupt the process. This downslide has worked to
the detriment of a number of convicted people,
including such famous cases as the Birmingham Six,
who were eventually found not guilty.

When a government allows the legal system to be
manipulated to deal with specific threats, whether
they be through the drug trade, terrorism or other
sections of Society, people's liberties can be unjustly
infringed upon. One of the fundamentals of the legal
system is that a person is innocent until proven
guilty. This is not to say that the opposition in any
way condones major drug traffickers - who are, in
the main, the people targeted in this bill - being let
off; rather it supports the legal system determining
the innocence or guilt of people according to
fundamental proven principles. The bill requires
further enormous investigation because of the strain
on the police. We need to investigate changes to the
level of resources allocated to and the administration
of the criminal justice system.
The bill contains a number of forfeiture
arrangements. The first is automatic forfeiture where
a person has been convicted of a prescribed offence.
The bill extends the range of prescribed offences for
which automatic forfeiture of assets is the penalty.
The other form is civil forfeiture. In this case without
a conviction being required the Director of Public
Prosecutions or the Assets Confiscation Office
created by the bill may undertake a civil action in
circumstances where an individual has been charged
with drug trafficking. That would involve bringing
an action in court and the defendant having to rebut
the presumption that he or she acquired the assets
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illegally. The onus is on the defendant to establish
how he or she legally obtained the assets in question.
When this point was discussed in the Labor Party
room a number of people said, 'How would we
prove what we bought 5,10,15 or 20 years ago, and
the fact that we purchased those items legally?'. The
bill can also be used in a pernicious way by the
authorities to get at people they believe are
criminals. It is imperative that Parliament safeguard
the freedom of people without giving too much
power to the police under these circumstances.
There is also the three strikes element. The bill
creates a new class of person known as the continual
criminal enterprise offender. This will occur if a
person is convicted of three criminal offences
involving, on each occasion, amounts in excess of
$50 000. A maximum for the third offence will be
double the normal amount.
This is another example of the American model
starting to creep into our system of justice. It is not
acceptable. Under the bill the discretion remains
with judges, which is welcome, but the next step,
which is of great concern to us, is where under the
'three strikes and you're out' system a person who
steals a pizza can end up in gaol for 25 years. The
private prisons will make enormous profits out of
the judicial system because we will be throwing
people into gaol in an inappropriate way.
I moved the reasoned amendment on the basis that
there is a concern about innocent persons having
their property forfeited by the state, but also the bill
does not deal with the issue of gaining proceeds
from substantial corporate crime. If we are going
down the track of forfeiting property and assets
from people because of serious drug offences we
must look also at the corporate criminal element,
which does an enormous amount of damage in
society. For instance, the Farrows of the world have
destroyed many lives, yet they get away scot-free.
All their assets are given away to their sons and
daughters. These are the people whom the bill
should be targeting. It should also target people who
have stolen $66 million worth of funds illegally; they
steal the assets of older people and those who have
saved all their lives, placing them in a terrible
financial situation. Honourable members know who
I am talking about, but those people are not targeted.
Because of the Mitcham by-election the opposition
will ultimately support the bill. We will not give the
government any reason to change the course of
history on Saturday because of the bill. The reasoned
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amendment takes into account the opposition's
concerns about cracking down on the levels of crime
and catching the real offenders in society.
Hon. P. A. KATSAMBANIS (Monash) - I speak
in favour of the bill and against the reasoned
amendment. I do not want to take up too much of
the indulgence of the house, but I preface my
comments by saying that I do not share the cynical
view of the legal system that Mr Nardella put.
Mr Nardella's cynical view verged on contempt of
the legal system. Having had considerable
experience within the legal system, I expect it to
uphold certain rights, privileges and protections
afforded to the community. All the stakeholders in
the system - the judiciary, legal officers, lawyers
and the police, who are at the coalface in enforcing
the criminal justice system - act diligently and
faithfully in the execution of their duties and in
upholding the rights afforded to them by the legal
system. I reject Mr Nardella's contemptuous view of
the system. The reasoned amendment appears to be
based in some way on the negative view I have just
rejected.
I will address some points Mr Nardella made and
the issues he raised in the reasoned amendment.
Mr Nardella makes two points in his reasoned
amendment. The first is that he would like to see
innocent persons precluded from having their
property forfeited by the state. In no way does the
bill interfere with the rights of innocent persons. It
sets up three heads of confiscation - forfeiture,
automatic forfeiture and civil forfeiture. The first
two, forfeiture and automatic forfeiture, will not
occur unless there is a criminal conviction.
In the case of civil forfeiture, although there may not
be a criminal conviction proven beyond reasonable
doubt, there needs to be a finding of guilt on the
balance of probabilities and a trying of the facts of
the case, which is the civil test for proving guilt. In
no way will innocent people have any reason to fear.
In fact there will have to be a finding of guilt either
on the balance of probabilities or beyond reasonable
doubt before any of the provisions are actionable.
It is novel that we are using provisions such as civil
forfeiture and the test of the balance of probabilities
rather than the higher test of a matter being beyond
reasonable doubt, but we have seen that when
courts - judges in particular - apply the rules of
forfeiture and civil evidence in such cases, they use
the high test. Again, it is part of the checks and
balances of protections built into the legal system to
ensure that innocent people are not jeopardised.
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Having studied the provisions of the bill I do not
believe anyone who is innocent will suffer forfeiture
or confiscation.
There may be people who cannot have their
evidence proved beyond a reasonable doubt. In the
famous O. J. Simpson case in the United States there
was a finding of not guilty beyond reasonable doubt,
but in a separate hearing a finding of guilt was made
on the balance of probabilities. In a similar way
people who are found guilty will be subject to
confiscation in very limited circumstances as
outlined in schedule 3 - circumstances relating to
serious drug trafficking, serious drug cultivation or
conspiracy to commit such crimes. I do not believe
innocent people will suffer as a result of the
legislation.
What brought home to me that this is good
legislation was that having discussed the measures
with the community - because I was uneasy about
using these tests - I found that generally the
Victorian public welcomed the provisions. People
are fed up with seeing the Mr Bigs of drug
trafficking getting away without effective penalties
and sanctions and enjoying the profits of their
illegality. The community wholeheartedly supports
the provisions.
The second point Mr Nardella makes in his reasoned
amendment is that he would like to see the
legislation address the issue of the proceeds from
substantial corporate crime. Mr Nardella should
read the bill. He would find it does exactly what he
requests the house to do. Schedule 2, the automatic
forfeiture offences schedule, specifically includes
people who have obtained property by deception or
financial advantage by deception. My
understanding of those crimes is that they are the
types of substantial corporate crimes Mr Nardella
referred to such as fraud - obtaining property or
financial advantage by deception. The matter is
clearly covered in the legislation. The provisions will
ensure that criminals who benefit from substantial
corporate crime, as Mr Nardella said, will face the
full consequences of their actions. They will be
punished not only through criminal sanctions but by
having the benefits of their illegality confiscated.
This is good legislation.
In further addressing the point Mr Nardella made, I
point out that there are Significant claw-back
provisions that will enable the authorities to cut
through the web of deceit and the handing down
and hiding of property through trusts or other
family members and will allow for effective
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enforcement. It is clear the bill addresses the two
grounds Mr Narde11a puts. The reasoned
amendment is unreasonable and illogical, and
follows a long pattern of illogical and unreasonable
amendments with which the opposition has
burdened the house on an almost daily basis.
I shall touch on some other issues. Mr Nardella
referred to the reverse of the onus of proof. There are
similar provisions in the Income Tax Assessment
Act, and similar confiscation legislation was
introduced in the past few years in both the New
South Wales Parliament under a Labor government
and in the commonwealth Parliament, also under a
Labor government.
Having talked to people in the community about the
provisions as part of the public debate and
community consultation, I have found people are
generally supportive of the provisions and would
say to someone, 'Hang on, where did you get that
from?'. Most of us could prove where we acquired a
television set, a motor vehicle or a boat - I do not
have a boat, but those who have should be able to
prove where they acquired them. The people who
work on the edges of society and in illegal activities
will find it very hard. I shed few tears about
reversing the onus of proof for those people.
Mr Nardel1a referred to legal aid. The cost incurred
through legal aid for prosecuting people under the
system will be reimbursed from the profits of
confiscation of their assets. There will be a net
balancing of the budget for legal aid. No additional
expenditure from the legal aid budget will be
allocated to those sorts of crimes.
On more than one occasion Mr N ardella has
suggested that people with significant financial
resources use those resources to engage costly and
smart lawyers to get them off charges on legal
technicalities. He said that corrupts our justice
system. Mr Nardella cannot have his cake and eat it
too. The government is trying to ensure through this
bill that the people subject to this regime obtain
adequate legal support and do not go on fishing
expeditions using up their assets that would
otherwise be confiscated, and that they do not have
liens on legal fees so that states cannot reap the
profits of their criminal activities.

Mr Nardella also touched on the question of
professional privilege and mentioned clause 106.
Legal professional privilege is just that: it is an
absolute right conferred on the legal profession by
the community. If the community deems it is in the

DISTINGUISHED VISITOR

Wednesday, 10 December 1997

COUNCIL

1195

public interest, justice may be served by removing
that privilege. I have talked to many people who are
comfortable in saying, 'If a lawyer is withholding
Significant criminal evidence it is right to request
that he or she provide that information to the
authorities'.

Advisory Council to justify the provisions in the bill.
But the work of Peter Faris has not been available to
the public. It has not been published in a way that it
can be reviewed. The lessons drawn from the
Premier's Drug Advisory Council have not been
complete if you consider the question of relevance.

The proposed legislation is extremely complex. It
contains 176 pages of substantive provisions. I
commend the draftspersons for having produced a
55-page explanatory memorandum that deals
effectively with extremely difficult legal concepts.
Anyone reading the bill can at a glance, by using the
explanatory memorandum and the provisions,
understand exactly what it is about. I commend the
draftspersons on doing such a wonderful job,
especially in explaining the difficult and complex
provisions so adequately. I commend the bill to the
house and request honourable members to treat the
reasoned amendment with the contempt it deserves.

This legislation has some merit but its effect is
diminished if it is not supported and owned by the
community. Gaining that ownership and support is
not assisted by introducing a bill of this complexity
at short notice without any discussion or
opportunity for people who are interested in such
matters to examine how a fair balance is achieved
between attacking crime at its economic base - and
there are substantial arguments for attacking the
economic bases of crime - and at the same time,
protecting the liberties of other Victorians. Getting
that balance right is crucial to get the support of the
community for the measures contained in the bill.

Debate interrupted.

I have been approached by many citizens who
express concern from what they hear about ways the
legislation may affect them in ways they do not yet
understand. Had all the arguments been put and an
opportunity provided, a number of people would be
prepared to accept most of the measures in the bill
as being effective and able to assist the victims of
crime and to alleviate harm from crime. But they
have not had that opportunity.

DISTINGUISHED VISITOR
The PRESIDENT - Order! I welcome to the
house the Honourable Max Willis, President of the
Legislative Council of the New South Wales
Parliament. A close working relationship exists
between the Victorian and New South Wales
Parliaments. Mr Willis always cooperates with the
officers and members of this Parliament. I welcome
him here today.
Honourable Members - Hear, hear!

CONFISCATION BILL
Second reading
Debate resumed.
Hon. B. T. PULLEN (Melbourne) - I shall make
several straightforward points about the
Confiscation Bill. The way the measure has been
produced by the government does not measure up
to the importance of the legislation. It is another
example of the government treating interested
parties with contempt - a word used by
Mr Katsambanis. In this case it is appropriate to
consider the way the public has been treated with
contempt.
In the minister's second-reading speech the
government relies upon the work of Peter Faris, QC,
and to some extent the work of the Premier's Drug

As to relying on the Premier's Drug Advisory
Council and the economic implications of the work
of that council, the bill deals with only one aspect of
the political economy of drugs and our
understanding of methods used to defeat the evils of
drugs. It considers the proceeds of crime rather than
examining the motivations of crime in the drug
market, the actual marketing of drugs being one of
the most significant inducements for people to
become involved in the drug industry.
At the moment, we are not brave enough to address
that in legislation, and particularly the question
posed by the Premier's Drug Advisory Council to
decriminalise the use of marijuana. We should take
up seriously the harm-reduction practices in
managing drug use that obtain in Holland.
We must face up to our lack of bravery and come to
understand the logic. We could be causing harm
because we are putting heroin on the streets at a
cheaper price than that paid for marijuana. Unlike
the Dutch, we are not prepared to be pragmatic
about dealing with a less harmful substance. By
default the marketing of the more harmful
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substance, heroin, is facilitated. The claim that this
approach to the problem arises from the report of
the Premier's Drug Advisory Council is only half
right and does not address the causes of the problem.
I now refer to clause 143, which deals with the
payment of legal expenses. I ask the minister to
respond to my concerns on that clause. The
second-reading speech cites the well-known
Operation Tableau case in Queensland when
12 defendants were able to spend $1.2 million in
legal fees to defend themselves when there was a
strong suspicion that their money was of the kind
the legislation was trying to confiscate. The purpose
of the provision is to restrain the use of those
resources, thereby preventing the person charged
from using that money on a bet-for-nothing basis to
defend himself or herself at trial.
That is achieved by the way the legislation is
drafted. The second-reading speech refers to the
preservation of the person's basic rights. It states:
Under the changes, defendants will no longer be
allowed to access restrained property for legal
expenses. However, if a person has insufficient
unrestrained assets or income to pay for legal expenses,
the court may order that they receive legal assistance.
This ensures that they will be properly represented and
will not be deprived of a fair trial.

The question not answered in the minister's speech
is: what burden will it place on legal aid? The kinds
of trials we are discussing are likely to be long and
expensive, and if too many people draw upon legal
aid many others will be deprived of access to it for
their defence.
I ask the minister to assure the house that at the very
least any money drawn under this prOvision from
the funds of legal aid will be absolutely replaced,
either by direct appropriation by government or by
the proceeds of the successful operation of the
legislation to confiscate other funds. It would be a
totally unintended but extremely damaging result if
the bill resulted in reduced legal aid service. I ask
the minister to assure the house that that is not the
intention and to provide an absolute guarantee that
the government will ensure that that will not occur.
House divided on omission (members in favour
vote no):

Ayes, 31
Asher,Ms

Hallam,Mr

Ashman,Mr

Hartigan, Mr
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Atkinson, Mr
Best,Mr

Katsambanis, Mr
Knowies,Mr
Lucas,Mr

Birrell, Mr
Bishop, Mr
Boardman, Mr
Bowden,Mr
Brideson, Mr

Luckins, Mrs <Teller)
Powell, Mrs
Ross, Or
Smith,Mr
Smith, Ms

Cover,Mr
Craige, Mr

Stoney, Mr
Strong,Mr
Varty, Mrs
Wells, Or
Wilding, Mrs

Davis, Mr D. McL.
de Fegely, Mr
FOIWOOd, Mr (Teller)
Furietti, Mr
Hall,Mr

Noes, 8
Eren,Mr
Hogg, Mrs

Power, Mr (Teller)

Nardella, Mr (Teller)

Theophanous, Mr
Walpole,Mr

Pulien,Mr

Nguyen,Mr

Pairs
Mr Baxter
Mr P.R. Davis

MrsMcLean
Miss Gould

Amendment negatived.
The PRESIDENT - Order! I am of the opinion
that the passage of the second and third readings
require to be passed by an absolute majority of the
whole numbers of the house. I ask honourable
members supporting the passage of the second
reading to again stand in their places.
Required number of members having risen:
Motion agreed to by absolute majority.
Read second time.
Third reading
Hon. LOUISE ASHER (Minister for Small
Business) - By leave, I move:
That this bill be now read a third time.

I thank Mr N ardella and Mr Pullen for their
comments on the bill, and I particularly thank
Mr Katsambanis for responding on a whole range of
issues, particularly those raised by Mr Nardella.
In response to the question about legal aid raised by
Mr Pullen, I have sought advice and I am advised
that in the case of a person who has assets and who
could have funded his or her own defence but for
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the existence of a restraining order, different
mechanisms are available for funding relating to
Victoria Legal Aid.
I am further advised that Victoria Legal Aid is
provided with a charge over any restrained land. If a
person is convicted and property is forfeited, or a
penalty is paid to the state, the state must pay
Victoria Legal Aid to the value of property forfeited
or penalty paid, less any conversion costs and any
payments to victims of the offence. If a person is
acquitted, Victoria Legal Aid has its usual rights and
powers to recover money it has expended and the
restrained property can then be used to recover its
costs. I trust these comments will alleviate
Mr Pullen's concerns.
The PRESIDENT - Order! I ask honourable
members supporting the passage of the third
reading of the bill to stand in their places.
Required number of members having risen:
Motion agreed to by absolute majority.
Read third time.
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government funding increase for three years. Even
with a one-off $30 000 granted from the Hume City
Council, Broad Insight continues to have growing
waiting lists. Indeed, 30 families are on the waiting
list while 95 families are currently visiting the
service.
Broad Insight provides pre-kindergarten programs,
physiotherapy, speech therapy and home-based
programs for very young children who require
individual attention. It is of necessity a
labour-intensive operation and badly needs more
staff than the 7.6 full-time staff it currently has. It
will not be able to cope with the demand for its
services unless the state government's annual grant
is increased by at least the equivalent of the
consumer price index.
The strains on a family with a disabled child are
immense. Broad Insight gives invaluable and timely
assistance and, as I am sure Mr Nardella would
agree because we both represent the area, it makes a
real difference to people's lives. However, if the
group is to begin to cope with the increased demand
it will need assistance. I ask the minister to draw his
colleague's attention to the matter and to advocate
for his assistance.

Remaining stages

Western Port Highway: Lyndhurst
Passed remaining stages.

ADJOURNMENT
Hon. R. I. KNOWLES (Minister for Health) - I
move:
That the house do now adjourn.

Family services: Broad Insight group
Hon. C. J. HOGG (Melbourne North) - The
matter I raise for the attention of the Minister for
Health, who is the representative in this house of the
Minister for Youth and Community Services, is the
Broad Insight group, a key organisation within the
City of Hume which assists families who have a
child with a disability.
As the minister would be aware, Hume City
Council, the primary catchment for the service, is a
growth municipality with a substantial percentage
of its people in the young age group. All agencies
and families in contact with Broad Insight would
agree, I believe, that this early intervention agency
does a terrific job. It has, however, suffered federal
government funding cuts and has had no state

Hon. R. H. BOWDEN (South Eastern) - I seek
the assistance of the Minister for Roads and Ports in
relation to a section of the Western Port Highway
that is commonly known as the Lyndhurst section
north of Thompsons Road. In recent years the
section of that highway south of Thompsons Road
has been dramatically upgraded and improved and
is a very pleasing infrastructure facility. Thousands
of my constituents travel that road daily. However,
the section north of Thompsons Road gives cause for
concern. During the past six weeks there has been a
major tanker explosion and numerous deaths have
been reported in many separate accidents.
I would appreciate any information the minister can
provide in relation to when that section of the
highway may be upgraded or what the specific
plans for it may be.

Metropolitan Ambulance Service: tenders
Hon. T. C. THEOPHANOUS (Jika Jika) - The
Minister for Health will recall that some time ago I
raised some matters with him in relation to Bill Rich
Special Services. In due course the minister provided
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me with a response on the tender process and a
range of other matters.
I do not know whether the minister is aware of this,
but another set of tender processes has taken place
through the MAS for a new round of ambulances.
Bill Rich Special Services decided to put behind it
the issues I had raised with the minister which were
subsequently examined and sorted through and had,
in conjunction with a company called Skilled
Equipment Manufacturing, arranged to put in a
tender for a new round of ambulances that had been
put out to tender by the MAS. I have a letter from
Skilled Equipment Manufacturing addressed to
Mr Rutherford of Bill Rich Special Services. It
outlines what took place and why the tender was
late. The minister might be aware that in fact the
tender was 6 minutes late in arriving.
The circumstances outlined in the letter are that the
sealed tender documentation left Ballarat at
1.30 p.m., which allowed 21;2 hours to drive to the
Doncaster headquarters of the Metropolitan
Ambulance Service. Two cars were despatched to
provide a back-up should any unforeseen events
occur. That is how seriously the company
approached the issue. Unfortunately, the drivers
came across an accident on the Western Highway at
Ballarat Road, Melbourne, which forced them to
divert from the planned route along the Eastern
Freeway. The drivers crossed the West Gate Bridge,
drove along the South Eastern Freeway and up
Burke Road to Doncaster Road. They had
considerable difficulty because they experienced
heavier than expected traffic and as a result arrived
6 minutes late.
The company noted in its letter that it telephoned
MAS prior to the 4.00 p.m. deadline and advised
that the car would be arriving a few minutes late
delivering the tender documents. According to the
letter from the company, which I am happy to make
available to the minister, MAS received the sealed
tender but then advised that the tender could not be
accepted. Skilled Equipment Manufacturing put an
enormous amount of effort into preparing the
tender. It has provided documentation, including an
incident report from the accident on the freeway
from a MICA-8 ambulance that attended the
incident.
Any fair-minded person would agree that because
the drivers rang beforehand and made every effort
to arrive on time but were 6 minutes late, the
company's tender should be considered. Will the
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minister reconsider allowing the bid to be
considered by MAS?

National anti-smoking campaign
Hon. D. MeL. DAVIS (East Yarra) - I direct to
the attention of the Minister for Health the
importance of tobacco as a public health issue.
Indeed, tobacco usage is almost certainly the most
significant public health issue facing Victoria and
Australia today. Tobacco is known to be the single
largest cause of preventable death and disease both
in Victoria and Australia. It is likely to cause more
than 19 000 deaths or disease in Victorians and
Australians each year. It is a significant issue.
The general health effects of smoking are well
known. In this matter I rely on information from a
number of recent American studies and on some of
the background materials of the national tobacco
campaign. However, what is not as well known is
that much of the damage caused by tobacco begins
early in life and steadily worsens. Even relatively
light smoking has a series of significant, sometimes
irreversible, effects. They include arterial and lung
damage. New research clearly shows that smoking
begins serious damage from the earliest stages of
usage. A recent article in the journal Arteriosclerosis,
Thrombosis and Vascular Biology makes clear from
studies that it is possible to tell if a person of IS, 20
or 30 years of age is a smoker. The study examines
the aortas of young road accident victims within
hours of death for evidence of arteriosclerosis that is
associated with heart disease.
The study looked at the aortas of people who had
undergone serious trauma; it examined them soon
after changes were found in the lining of the arteries.
The negative effects of smoking on the lungs have
been known for many years: since the 1950s in
relation to the lungs specifically, but recent evidence
in this area makes it clear that the effects of injury
and the early harm cigarettes do to smokers' lungs
are strong. Recent US Department of Health and
Human Services studies on chronic obstructive lung
disease and similar work on smoking cessation
reveal that smoking paralyses and can completely
destroy the cilia which line the upper airways,
increasing the likelihood of infection.
Smoking destroys alveoli, the air sacs that absorb
oxygen. The irritation produces phlegm and
narrows airways. Breathing becomes harder. Long
term there is a large and dearly defined risk of
chronic bronchitis, repeated chest infections and
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worsened asthma, and in a clear number of cases
lung cancer. Lung cancer is caused by the tar in
tobacco, and again, the US survey indicates that men
are 10 times more likely to die from lung cancer.
The government, the community as a whole and
health care practitioners in particular have a
responsibility to deal with this issue in an ongoing
manner. I ask the Minister for Health: what steps
will the government continue to take to deal with
this significant public health issue?

Member for N arracan
Hon. D. A. NARDELLA (Melbourne North) - I
refer the Minister for Finance, in his capacity as
minister responsible for Workcover, to the fact that
in 1989 the now member for Narracan in the other
place, Mr Florian Andrighetto, was receiving
Workcover benefits for a stress-related injury
allegedly caused by his work as a police officer.
While on Workcover Mr Andrighetto resisted
returning to work even after encouragement by his
superior officers because he refused to ever
work-The PRESIDENT - Order! The honourable
member knows the rules about imputations against
a member of this house or the other house; it must
be done by substantive motion. Unless the member
can persuade me, I am not prepared to hear him
further on the matter.

Victorian Country Racing Council
Hon. R. A. BEST (North Western) - I raise for
the attention of the Minister for Tourism a funding
application by the Victorian Country Racing Council
concerning the fourth annual conference of country
racing to be held in Bendigo between 26 March and
29 March 1998. An estimated 400 people will attend
the meeting, of whom 200 will come from interstate.
There has been an extensive promotion campaign
throughout the 360 country racing clubs in
Australia. The conference provides an opportunity
for Bendigo not only to promote its tourist
attractions but also its excellent racing facilities. Is
the minister in a pOSition to assist with some
funding for this very worthwhile project?
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in the morning and continued for almost 21 hours.

Issues dealing with the Auditor-General took up
most of that time. The Leader of the Opposition led
that debate. As the record shows, it is no secret the
Leader of the Opposition apparently deliberately
failed to vote on the issue he led, on which he had
spoken for more than 3 hours and which he as the
Leader of the Opposition had spread out over
21-odd hours, much to the dismay of many
honourable members.
I ask you, Mr President, whether any standing order
has been broken or whether any of the traditions or
rules of etiquette would indicate that a member such
as the Leader of the Opposition, who spent so much
time leading a debate and stringing it out in such a
way, should have the responsibility to cast a vote?
The PRESIDENT - Order! I think the
honourable member has asked the question and is
now trying to give me the answer.

Wimmera: chemotherapy support group
Hon. R. S. de FEGELY (Ballarat) - The matter I
raise with the Minister for Health is on behalf of the
Wimmera chemotherapy support group, which is
seeking to have chemotherapy services provided at
the Wimmera Base Hospital in Horsham. This
hardworking group has for some time been
concerned about getting chemotherapy services
provided at the hospital. The group put together a
petition bearing 18085 signatures but, I regret, it
was not in a suitable form to present to the house.
Will the minister inform the house what measures
are being taken to provide extended oncology
services to cancer sufferers in the Wimmera region
so I can report back to the support group?

MCG: sporting events
Hon. I. J. COVER (Geelong) - The matter I raise
with the Minister for Tourism concerns the fact that
sport in Victoria, and specifically in Melbourne, is
linked to tourism. During the year many overseas
visitors came to see the Bledisloe Cup played at the
MCG. The cup will be played again at the MCG next
year. The World Cup soccer was recently played at
the MCG and attracted big crowds from overseas
and interstate.

Standing orders
Hon. N. B. LUCAS (Eumemmerring) - I address
a matter to you, Mr President, to do with the rules,
traditions and etiquette of the house. Yesterday
debate on the Audit (Amendment) Bill began early

For many years cricket has been played at the MCG,
attracting international teams. Last night while we
were debating matters in this place an international
one-day cricket match was played between
South Africa and Australia. The match attracted
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more than 50 000 people. Next week New Zealand
will play Australia in another preliminary match in
the World Series Cup. South Africa will return for
the Boxing Day test, which is a major event on the
Melbourne and Victorian sporting calendar.
For some time the Victorian Cricket Association has
recognised the potential opportunities arising from
visitors from overseas, interstate and regional
Victoria. It seeks to build on that tradition. Will the
minister explain how Tourism Victoria can develop
the tourist opportunities offered by cricket?

Rail: Boronia crossing
Hon. G. B. ASHMAN (Koonung) - The Minister
for Roads and Ports will be aware of the major
reconstruction of the Boronia railway crossing, a
project sought by the local community for at least
30 years. The project, which will cost about
$25 million, is proceeding quickly and generating
interest from the local community. The speed of the
project's development is such that local traders are
now concerned that the next stage of the crossing's
reconstruction may interfere with traffic flows in the
lead-up to the Christmas retail period. Traders have
posed the feasibility of rescheduling a couple of the
stages so that construction continues on the crossing
of the Boronia and Dorset roads section prior to
Christmas and that the other section continues
through January.
The other issue they have raised with me is the
feasibility of installing viev.ring platforms on the
construction site. There is significant interest in the
local community in viewing the works, which are
quite complex. I ask the minister to indicate to the
retailers whether it is feasible to look at the schedule
of works on that site.

Responses
Hon. R. I. KNOWLES (Minister for Health) Mrs Hogg raised a matter for the Minister for Youth
and Community Services in another place. She drew
attention to the difficulties the Broad Insight Group
is having in meeting the demand for support for
disabled children. Her request for consideration by
my colleague of financial assistance for that group
will be passed on.
Mr Theophanous raised a matter with me about a
late tender submitted by Skilled Equipment
Manufacturing Pty Ltd. Honourable members who
have followed the debate will be aware that this has
been a subject of previous representations by
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Mr Theophanous. As a result of those
representations an investigation has been begun to
ensure that in the future the company will be given
the opportunity to tender.

Skilled Equipment is a Ballarat firm and the issue
raised by the Leader of the Opposition has been
drawn to my attention by my colleagues Paul
Jenkins and Barry Traynor, the honourable members
for Ballarat West and Ballarat East in the other place.
It is a difficult issue and was the subject of a lot of
discussion by the department with the MAS, looking
at whether the MAS could find a way of accepting a
late tender. The difficulty is that the government has
adopted a quite explicit code of practice about the
protocols and procedures that precludes late tenders
from being examined.
I am working from memory of the issue but I will
certainly provide Mr Theophanous with the details.
He will understand that if it were possible for the
tender to be considered I would have an electoral as
well as a ministerial interest in that happening
because Skilled Equipment is an important firm in
Ballarat and provides much-needed employment
there. I understand his concern and I am
sympathetic to it. However, I am sure he will
understand that governments have to ensure that
the protocols and procedures that are put in place
are observed because not observing them brings the
tendering process into disrepute.
Hon. W. R. Baxter - Which he would rightly
criticise.
Hon. R. I. KNOWLES - Yes. It is very important
for governments to maintain the integrity of the
tendering process - and it can be very frustrating
for those who miss out.
Mr David Davis raised with me a concern that is
reflected in the broader community about the impact
of tobacco consumption on health. He commented
on the initiatives that have been taken to reduce
levels of smoking. Victoria has a very good record in
this area, particularly through the Anti-Cancer
Council, the Quit campaign and Vichealth, to the
extent that smoking levels have been reduced to the
lowest level ever.

However, there are some worrying clouds on the
horizon. Too many young people are still taking up
smoking, and the smoking rates among women are a
matter of concern. In only a few short years there
will be more deaths among women from lung cancer
than from breast cancer. The change that has taken
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place over recent years certainly reflects the
increased level of smoking. Victoria has been
involved with the commonwealth government on
the issue, and the commonwealth has funded quite
aggressive television campaigns. Victoria supports
the campaigns and will continue to develop new
ways of trying to keep the focus on reducing the
level of smoking.
Mr de Fegely raised with me the important issue of
the Horsham local community's push to retain
quality services in the town to serve the Wimmera
area. The local group has circulated a petition and
has gathered more than 18000 signatures, which
represents a significant commitment. The petition
was addressed to me as Minister for Health by the
group, which hoped it would be tabled in
Parliament. Unfortunately it cannot be tabled
because of the way it is worded.
Mr de Fegely's raising of his concern enables me to
get on the public record that the petition has been
received and is being considered. Turning to what
can be done, it is a matter for the clinicians,
particularly the oncologist service which is currently
based in Ballarat and which conducts a weekly
service at Horsham. However, it requires those who
need chemotherapy to go to Ballarat for treatment,
and honourable members will be only too aware of
the dislocation and discomfort that can cause for
patients.

If oncology services can be obtained the government
is committed to trying to extend such services. The
Ballarat oncology group is currently trying to attract
an additional oncologist to Ballarat. If that occurs the
group has indicated it will provide a more
comprehensive service in Horsham. The department
has been working with both the phYSicians at
Horsham and the oncologists at Ballarat to see
whether it is possible to develop an interim
arrangement. That has not proved to be clinically
possible at this stage.

However, the government is keen to work with the
cancer support group at the Wimmera Base Hospital
and do everything in its power to try to help the
community achieve its desire - the proviSion of
oncology services in Horsham.
Hon. G. R. CRAIGE (Minister for Roads and
Ports) - Mr Bowden raised the important issue of
the Western Port Highway at Lyndhurst. As
honourable members will be aware, the government
has spent a significant amount of money on the
duplication of the Western Port Highway south of
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that area. As one leaves the Mulgrave Freeway one
encounters a narrow rural-type road with a busy
railway crossing. Trains now frequently travel along
the electrified line to Cranboume, which increases
the traffic through the crossing.
The planning phase for that section of the road has
been completed. As most honourable members
know, the works will involve a grade separation at
the railway crossing. When a large amount of work
such as that is required, costs can escalate. I assure
the honourable member that, following his
representations and those from Mr Smith and
Mr Rowe, the member for Cranboume in another
place, the project now has a high priority. I look
forward to funding being made available in the
foreseeable future to enable the completion of the
link to that important part of the Mornington
Peninsula, which is one of Victoria's most colourful
and frequently visited areas. Of course, during the
forthcoming summer months increasing numbers of
people will be using those routes, so it is important
that we give the matter a high priority.
Mr Ashman referred to one of the coalition
government's success stories in providing funding
for a project that the Labor Party never committed
itself to - in fact, it made promises but did not
deliver. I refer to the Boronia rail crossing. I assure
the traders of Boronia that the project is progressing
well. Most people understand that the job is
complex. Many roads intersect at the crossing and
there are many strip shops in the vicinity. The work
is difficult to manage, but I assure the people of
Boronia and the traders in particular that the traffic
plans will be adjusted to facilitate Christmas trading
so that they will not be dramatically disadvantaged.

Honourable members who are familiar with the area
know that we cannot halt the project. However, we
can minimise the impact it will have on local traders.
I am encouraged by the level of community interest.
I expect Mr Ashman and other local MPs will be the
first on the viewing platform to see the progress
being made. I look forward to seeing them there
when it is finished. It is yet another magnificent
project being delivered by the government.
Hon. LOUISE ASHER (Minister for Tourism) Mr Best raised with me an application from the
Victorian Country Racing Council to market and
promote Country Racing Australia 1998, which is a
national annual conference. The March 1998
conference will be held in Bendigo. As honourable
members will be aware, the government is keen to
attract a range of events, conferences and
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conventions to country Victoria. Tourism Victoria
has a small budget to assist in the marketing and
promotion of those events. About 50 per cent of the
visitors will come from interstate, so Tourism
Victoria will be delighted to fund this important
convention. I am happy to announce tonight that on
departmental advice I have approved a $10000
grant to Mr Best.
Mr Cover raised the tourism potential of cricket. He

used a particularly interesting lobbying technique on
me, which, even though honourable members are
tired I feel duty bound to disclose, lest they judge me
to have been led astray. He asked me to a Victorian
Cricket Association lunch to prepare me for some
heavy lobbying from the VCA. He sat me in between
Clive Uoyd and Michael Holding and opposite
Allan Border. I had an enjoyable lunch and an
enjoyable series of conversations. I am now
convinced about the tourism potential of cricket.

Mr Cover and the Victorian Cricket Association
were not seeking from me a grant of any description,
but rather they raised the fact that although in
Victoria we have extracted good economic and
tourism benefits from the spring racing carnival, the
AFL grand final and so on, some assistance was
needed in the promotion and packaging of the MCG,
obviously using Melbourne as a tourist destination
for cricket fans.
The VCA put to me that with both the New
Zealanders and the South Africans in town, the
excess capacity at the MCG would give us real
opportunity for accommodating additional overseas
tourists in Victoria. To that end Tourism Victoria has
developed several product development projects.
The Victorian Cricket Association will feature in the
Serving Summer Live series. We have put together a
range of hospitality packages on the major cricket
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days for both the Boxing Day test and the one-day
internationals. Theme days have been arranged for
the Boxing Day tests. Day 1 is a home side breakfast
at Crown Casino with river transport to the MCG;
and day 2 is the away-side activities, with lunches
and a chance to meet the players.
I look forward to the West Indies side touring here
again and I thank Mr Cover for his interest in
regional tourism. The Victorian Cricket Association
is working closely with regional cricket associations
to secure more group travel from the Boxing Day
test to regional Victoria. This is the first time we
have ever promoted cricket to international tourists,
and we have been successful. I thank Mr Cover for
drawing this matter to my attention in a most
spectacular way.

Although we have been smart in terms of using the
MCG for tourism through the Bledisloe Cup and the
soccer, I am a traditionalist. My favourite use of the
MCG is and will always be as Essendon's home
ground.
The PRESIDENT - Order! Mr Lucas addressed a
question to me. He asked whether there was any
rule or standing order requiring a member who has
had the carriage of the legislation for his party
throughout a long debate to vote on the final
passage of the bill. I think he is referring to the
Leader of the Opposition in this place not voting on
the third reading of the Audit (Amendment) Bill.
Although that is a curious outcome, I know of no
such rule.
Motion agreed to.
House adjourned 6.58 p.m.

