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CHAIR—I declare open the Senate Community Affairs Legislation Committee sitting as
the estimates committee to consider the particulars of proposed expenditure for 2006-07 for
the portfolios of Health and Ageing and, in the last two days, Families, Community Services
and Indigenous Affairs. The committee is due to report to the Senate on 20 June and it has
fixed 28 July as the date for the return of answers to questions taken on notice.

A program has been circulated for consideration of outcomes in the Health and Ageing
portfolio. In a moment | will ask senators to express their views about the way in which that
program will be handled for today. First, 1 will make a few observations about the rules
governing the operation of estimates committees. Under standing order 26, the committee
must take all evidence in public session. This includes answers to questions on nctice. |
remind senators and witnesses that the proceedings of this committee are governed by the
privilege resol utions of the Senate agreed to in 1988. In particular, resolution 1(9) provides:

A chairman of a committee shall take care to ensure that all questions put to witnesses are relevant to
the committee’s inquiry and that the information sought by those questions is necessary for the purpose
of that inquiry. Where a member of a committee requests discussion of a ruling of the chairman on this
metter, the committee shall deliberate in private session and determine whether any question which is
the subject of the ruling is to be permitted.

Resol ution 1(10) provides:

Where a witness objects to answering any question put to the witness on any ground, including the
ground that the question is not relevant or that the answer may incriminate the witness, the witness shall
be invited to state the ground upon which objection to answering the question is taken. Unless the
committee determines immediately that the question should not be pressed, the committee shall then
consider in private session whether it will insist upon an answer to the question, having regard to the
relevance of the question to the committee's inquiry and the importance to the inquiry of the
information sought by the question. If the committee determines that it requires an answer to the
guestion, the witness shall be informed of that determination and the reasons for the determination, and
shall be required to answer the question only in private session unless the committee determines that it
is essential to the committee's inquiry that the question be answered in public session. Where a witness
declines to answer a question to which a committee has required an answer, the committee shall report
the facts to the Senate.

The Senate, by resolution in 1999, endorsed the following test of relevance of questions at
estimates hearings:
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Any questions going to the operations or financial positions of the departments and agencies which are
seeking funds in the estimates are relevant questions for the purposes of estimates hearings.

I remind all witnesses today and tomorrow that, in giving evidence to the committee, they are
protected by parliamentary privilege. It is unlawful for anyone to threaten or disadvantage a
witness on account of evidence given to a committee and such action shall be treated by the
Senate as a contempt. It is also a contempt to give false or misleading evidence to a
committee.

The Senate has resolved also that an officer of a department of the Commonwealth or of a
state shall not be asked to give opinions on matters of policy and shall be given reasonable
opportunity to refer questions asked of the officer to superior officers or to a minister. This
resolution prohibits only questions asking for opinions on matters of policy and does not
preclude questions asking for explanations of policies or factual questions about when and
how palicies were adopted. If a witness objects to answering a question, the witness should
state the ground upon which the objection is taken and the committee will determine whether
it will insist on an answer, having regard to the ground which is claimed. Any claim that it
would be contrary to the public interest to answer a question must be made by the minister
and should be accompanied by a statement setting out the basis of that claim.

We have a program before us. In order to both facilitate the bringing forward of witnesses
in atimely way and ensure that witnesses are not being left for long periods in the waiting
room before they are required by the committee, | propose that we deal with the program in
the following way: we will deal immediately this morning with whole of portfolio and
corporate matters and then proceed to outcomes 2 and 3 on the program. Immediately after
lunch, which | think we will be taking from half past 12 to half past one, we will deal with the
Australian Radiation Protection and Nuclear Safety Agency and outcome 4 before then
returning to anything left over of outcome 3. That means ARPANSA will intrude immediately
after lunch. We will then proceed with the program that | understand has been circulated to
everyone concerned. We will not require professional services review or outcome 12 or 13
officers before dinner. Those outcomes that are listed for tomorrow will not be required before
tomorrow.

Are there any suggestions to vary the structure of the program at this point? If not, we will
take that as read. Minister, do you wish to make an opening statement before we proceed?

Senator Santoro—No, Mr Chairman, we are at the disposal of the committee.

CHAIR—I welcome Senator Santoro, the Minister for Ageing, representing the Minister
for Health and Ageing; Ms Jane Halton, the head of the department; and her officers. | now
invite questions of the department.

Senator McLUCAS—I would like to first of all try to ascertain a number of locations of
some of the issues we want to deal with. The first one is the funding for the Australian
Commission on Safety and Quality in Health Care.

M s Halton—Outcome 10.

Senator McLUCAS—The second one is the World Health Organisation Commission on
the Social Determinants of Health. Isthat in whole of portfolio or outcome 1?
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Ms Halton—It is wherever you want to take it because it is not a matter for which we are
responsible. However, we would be happy to talk to you about it in whole of portfalio.

Senator McLUCAS—GPsin residential aged care?
M s Halton—In what respect?

Senator McLUCAS—The program that was being run by the Australian Divisions of
General Practice.

M s Halton—That should be 5.

Senator McL UCAS—Does the question of Indigenous health workforce go in Indigenous
health?

M s Halton—Prabably, but again it will depend a little on what you want to know. Do you
want to give me a bit more detail?

Senator McLUCAS—Medical workforce and Aboriginal medical services and community
controlled health organisations.

M s Halton—Yes, that isin Indigenous health, which is outcome 8. We have just moved all
the numbers. | cannot remember them off the top of my head.

Senator McLUCAS—The DOHA funding for shared responsibility agreements?

Ms Halton—We will do it under ‘Indigenous’. Some of it comes from other programs, but
that istheright place to deal withit.

Senator McLUCAS—DOHA staff that are working in the ICCs?
M s Halton—We will take that under ‘ Indigenous’ as well.

Senator McLUCAS—The COAG trial inthe AP Lands?
MsHalton—Same.

Senator M cLUCAS—And the Indigenous mental health initiative?

Ms Halton—Let me just take advice on when the relevant officer is going to be here for
that. | think that will be program 11. If | am wrong, | will correct myself. Given that
indigenousis 8, we have a bit of time.

Senator M cLUCAS—They are both on tomorrow anyway.

M s Halton—Exactly, so we can clarify that.

Senator M cLUCAS—Funding for public health, hepatitis C stuff?
MsHalton—That is outcome 1.

Senator McLUCAS—Now | have done that, | hope | come back and find those at the
appropriate time. That leads me to the next issue. Why have we changed outcomes again in
the Department of Health and Ageing?

M s Halton—A couple of things have happened. Firstly, we have taken on some additional
responsibilities. We now have an Office of Health Protection that you would be aware of. We
have also had a significant additional injection of funding. The increasing complexity and size
of the outcome that previously combined pharmaceutical and medical has meant that we
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decided for the purposes of clarity it was better to disaggregate, if you like, the programs in
the portfolio. Essentially, particularly medical and pharmaceutical had become so large that
for the purposes of accountability we had decided—and with the agreement of Finance—it
would be better if we disaggregated things a little more.

Senator McLUCAS—BUt that is not the only change that is evident in the new structure,
isit?

Ms Halton—No, that is true. Essentialy there has been some realignment. As you would
well understand, as policy moves on and issues devel op, the question of where things are best
aligned is something we have been spending a bit of time looking at. There has been some
move in some of the components of programs, as there will be in terms of which divisions
manage them. | do not know whether we have given you a copy of the document | have in
front of me which mapsthe relevant divisions.

Senator McLUCAS—I do not know if it is exactly the same document, but we were
provided a map, which was helpful, but the structure of the department seems to be a moving
feast.

MsHalton—Not particularly.
Senator M cLUCAS—Do you expect that you will be continually changing the structure?

M s Halton—No. We have only had one major change in the last four years. If you think
about the additional responsibilities we have taken on in the last 12 months, it was time to
have a review.

Senator M cLUCAS—There was a change about 12 months ago in the outcomes.
MsHalton—No, it was probably more like two years—you are probably right.

Senator McLUCAS—About 12 months ago there was a significant change in the
structure.

MsHalton—Yes.

Senator M cL UCAS—But you expect that the 15 outcomes we have now will stay in place
for a period?

MsHalton—Yes, that is my expectation.
Senator M cLUCAS—How long do you think they will stay in place with this structure?

M s Halton—One would never like to predict, but | would certainly hope this stays stable
for anumber of years.

Senator McLUCAS—Does the new structure mean we will have more branch and
division heads and managers?

MsHalton—Yes, that is the expectation.
Senator McLUCAS—How many more?

M s Halton—We are in the process of finalising the structure at the moment. A proposal is
being worked through by the senior management of the department. In fact, that proposal isto
be discussed amongst the senior management team probably next week. | would not want to
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give you a categorical answer because we have not collectively finalised it, but there will
probably be two or three new divisions.

Senator M cLUCAS—That means two or three new branch heads.

Ms Halton—Potentially. Again, | would not want to give a categorical answer until we
have actually finalised all of the details .

Senator M cLUCAS—When that has happened, | wonder if we could get—

MsHalton—A chart?

Senator McLUCAS—an indication of the number of new positions that have been
identified.

Ms Halton—Yes, certainly. One of the things you will understand is that each position
may end up with something that existed previously, but | am happy to provide you with an

organisational chart—it may be a little tricky to map everything from one to the other—to
give you an indication of areas which are predominantly new in terms of emphasis.

Senator M cLUCAS—We need to understand how many branch heads and managers we
had prior to the change and how many afterwards.

MsHalton—Yes, | am happy to do that.
Senator M cLUCAS—Where does abesity fit in the new structure?

Ms Halton—It sits with outcome 1, but as to where it will sit in the structure my
expectation is population health. But, again, we have not finalised the revised structure.

Senator McLUCAS—So you are saying that obesity will fit across two outcomes?

Ms Halton—No. Outcome 1 is population health. As to where it currently sits
managerially in the department, it sits in the Population Health Division.

Senator McLUCAS—I am sorry, | am not following you. It sitsin outcome 1.
MsHalton—Yes.
Senator M cLUCAS— In population health.

Ms Halton—Outcome 1 is called population health. We have a division called Population
Health and the principal responsibility for obesity, recognising that there are multiple aspects
to obesity, including the whole relationship with chronic disease, currently sits in the
Population Health Division. So the program structure you have does not always necessarily
equate with the departmental structure. It is largely coincident, but this is where the revised
structure has yet to be finalised. At the moment—and | do not expect any change to this—
obesity sitsin program 1 and sits in the Population Health Division in the department.

Senator M cLUCAS—Will theissues of obesity appear in other outcomes?

M s Halton—Obesity is dealt with under other outcomes. For example, it is dealt with in
Primary Care to an extent, because the issues in respect of chronic disease and obesity are
relevant. The principal policy carriage will continue to sit, as | say, most probably in
population health and will definitely stay there in terms of the outcome structure. But if you
look at a number of areas of the department—for example, we were just talking about where
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things sat in Indigenous issues—there is a major obesity issue to be managed in that context
aswell. So you would see obesity issues being relevant to the work of the officerswho arein
primary care, rural health and Indigenous health, but the lead for obesity is the responsibility
of population health.

Senator McLUCAS—I imagine that they would sit also in Health and medical research—
outcome 14.

M s Halton—We do research on that aswell. You are quite right.
Senator McLUCAS—How isthat coordinated?

Ms Halton—Remembering that research is the province of the NHMRC and, if we are
talking about the peer reviewed research, there is a whole separate conversation to be had
about that.

Senator McLUCAS—I| am sorry, | think you have misunderstood . How do you
coordinate the delivery of service in obesity across all those sections of the department?

M s Halton—The Population Health Division people have the lead in ensuring that thereis
a coordinated effort in respect of obesity.

Senator McLUCAS—What about children's health? Where does that fit in the new
Structure?

Ms Halton—Again, we do not tend to isolate with the exception, | will grant you, of
Indigenous issues—individual subpopulations of the population in respect of our structure.
We tend to focus on issues such as chronic disease, asthma, diabetes et cetera. But there are a
number of areas where we bring together people on something like children’s health.
Population health, again, has been historically where we have tended to do that.

Senator M cLUCA S—Health emergencies appear in outcome 1 and also outcome 15. Can
you explain how that works?

M s Halton—Outcome 15 is biosecurity and emergency response. Again, it is the principal
point of carriage in respect of a bioterrorist attack, natural disasters and preparedness for avian
influenza. There are some components to do with emergencies which go to communicable
medical disease control, which are relevant to population health. The health systems across
the world have this dilemma: where do you put the dividing line? So some work is done on,
for example, food. If there is an outbreak of listeria or something then there is a food
response. We have a network of people who monitor the outbreak of disease that comes from
food borne illness. That sits in that particular area, but again the locus, if you like, of
responsibility for issues of biosecurity and emergency sitsin program 15.

Senator M cLUCAS—Where would a malaria outbreak be managed?

Ms Halton—Largely in outcome 1. If it is a communicable disease and it involves the

communicable disease network—which is our reationship with all our state and territory
colleagues—that is coordinated from outcome 1.

Senator McLUCAS—What was the motivator for the need to establish a new outcome,
outcome 15?
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Ms Halton—Essentially, there is a whole new area of work which goes beyond what we
have traditionally done in respect of, for example, communicable disease. The reality is that,
for as long as | can remember, the work that has been done on health and things like
communicable disease has been largely around things that were known—things such as
malaria, as you mentioned, and other things that might have come across our borders from
Indonesia or Papua New Guinea down the Torres Strait et cetera. With the biosecurity
emergency response program we have reflected that, unlike the last 20 to 25 years, we are
now required to have a far more devel oped approach to emergency planning. So, if you look
at our response to the tsunami and the various Bali bombings and the potential for a
bioterrorism attack and avian influenza, you will see that, in a way, these are far more
expanded than has been the history of the department for many years.

In these hearings we have talked in the past about the need to establish an incident room,
which we did four years ago. Thiswork in the department has become far more of a focus and
a priority over the last four years than it has historically. It is a fair question: should you put
all of the communicable disease work in there as well ? The decision that we have taken—and
this is aso reflected in a number of the state and territory structures—is that we will not put
those issues in the same category because the issues around communicable disease are, in a
sense, qualitatively different. We are looking at an approach to control of disease, prevention
issues of managing things like mosquitoes, for example, which are not necessarily in the same
category as what we do when we have incidents such as a tsunami.

Senator McLUCAS—Why wasiit not possible to keep all that effort in outcome 1?
MsHalton—Basically for clarity. It is for ease of administration.

Senator M cLUCAS—I imagine, though, there would be people with expertise, who might
now be sitting in outcome 1, who, should an avian flu event occur, want to assist in outcome
15.

M s Halton—Of course, and that is the nature of the department. Outcomes are necessary
constructs in order to manage the money and be able to report in an organised fashion to meet
our obligations for public reporting. The truth of the matter is that people are entirely fungible
across these various outcomes. In the event that thereis a mgjor crisis, the one thing | can tell
you is that the people from population health division will be neatly shuffled over to program
15 and there is no seam in there, if you see what | mean. Indeed, we use al the expertise of
the medical officers we have working on issues such as communicable disease if and when we
need it. In fact, people are trained to go and work in, for example, the incident room.

Ms Murnane—We draw from all over the department for staffing needs during
emergencies.

Senator MOORE—Areyou al inthe same building yet?

MsHalton—No. | should not laugh, should |2

Senator MOORE—You have done the neat shuffling. | understand the movement in terms
of people's expertise and being moved into an area. Currently, where are you? We have
growth and we have asked questions about that.
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Ms Halton—It is nicely called the Woden campus. There is no building that is large
enough, so we have a multifarious number of buildings in Woden. Since we have moved into
Scarborough House we have numerically fewer buildings, but we have our executive and our
conference facilities and a number of divisions in Scarborough House. We have Fishburn,
Albemarle, Alexander and Penrhyn—I could go on. The mgjority of our staff are located in
Woden and the advantage, if we were to think about it, is that people get up those steps
walking between buildings.

Senator MOORE—Which is part of the obesity work?
M s Halton—Exactly.

Senator M OORE—I think we have talked—not last time, but a couple of times before—
about your property plan for staff and so on. Under the current property plan, is there a move
totry to get them all under one roof?

Ms Halton—Absolutely. In fact, it is funny you should ask. | have recently written to lan
Watt. You would recall that there was a process of divestment of capital assets. That means
that the leases on a couple of my buildings—Albemarle and Alexander—expire in afew years
time. With that in mind, my intention is to go into the market—and we are asking for
expressions of interest—to build something sufficiently large to accommodate—if | had my
way—everybody other than the people who are in Scarborough, if it is possible. In other
words, we would have two principal buildings in Woden. If we could get them connected, it
would be even better.

Senator MOORE—It would be good.

Ms Halton—That would be my ideal. | think there are logistical issues, not the least of
which would be some issues of the traders in Woden if we tried to leave Woden. Obviously,
we are asignificant part of the Woden economy but, to the extent that it is possible—

Senator MOORE—You are huge—
Ms Halton—Exactly, so | can imagine there would be some stiff resistance if we thought
to go elsewhere, but also people have got their lives organised around where their work is.

Senator M OORE—Rather than take up more time, can we get alist of where your people
are and the expiry dates of those leases at the moment?

M s Halton—We are happy to giveit to you.

Senator MOORE—The property aspects of moving people around easily is a limitation,
so if we can get that, that would be good.

Ms Halton—It literally took four years. One of the first things | said when | went back to
Health was, ‘We have to do something about the property; thisis ridiculous.” Not that people
stand in any sense on their dignity in terms of the quality of the property we arein, but just
the physical dispersion of people does not generate efficiency.

Senator MOORE—Absolutely.

Ms Halton—But we have consolidated quite significantly with this recent move into
Scarborough House so that has been very good. We are very pleased about that. We have also
been able to provide a decent series of rooms. We have an awful ot of meetings in the
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department—the NHMRC committees and everything else—as you would well understand.
So being able to accommodate people and not having to necessarily traipse to the Hellenic
Club or to the Southern Cross Club or other places where we have traditionally used facilities
has improved efficiency quite significantly.

Senator M OORE—TFor work purposes?

Ms Halton—Indeed.

Senator FORSHAW—You are creating more work for the Joint Standing Committee on
Public Works, of which | am a member, but that is okay.

M s Halton—Any assistance you care to give me, Senator, | would be deeply grateful.

Senator FORSHAW—You bring the submission forward and you will get a very fair
hearing, for sure.

M s Halton—Excellent. | am pleased to hear it.
Senator FORSHAW—It is bipartisan, too.
M s Halton—Good.

Senator MOORE—Ms Halton, in addition to the property update, can we also get the
current status of locationsin the states, by way of a snapshot of the property aspects?

M s Halton—Sure. We have fewer issues in the states. Obviously our state infrastructureis
much smaller, our accommodation is of reasonable quality and people are in the one | ocation.
So that is less of an issue for us than managing Canberra. It is much better than it was, but we
have a medium-term objective to make it even better.

Senator M cLUCAS—I naotice in Budget Paper No. 1 there will be an additional 254 staff
allocated to the department. Can you indicate where in the department those people are going
to be located?

Ms Halton—The new allocations of staff are in respect of the new responsibilities we
have. As you would be aware, there was an additional increase in respect of mental health and
some workforce initiatives we have had. We also had the significant increase in issues in
respect of health preparedness, bioterrorism—the things we were just talking about. With
respect to the increases that come from budget measures for 2006-07, | will just run down the
ligt, if youwould like.

Senator M cLUCAS—Yes, that would be good.

Ms Halton—Outcome one is 52. | might tell you the total variations, if that is all right;
otherwise it gets a little complicated. Total variations. outcome one is 54, outcome 2 went
down one, outcome 3 went up one, for outcome 4 there is no change, outcome 5 is 41,
outcome 6 is 10, outcome 7 is minus one, outcome 8 is 14, outcome 9 is 17, outcome 10 is
seven, outcome 11 is 42, outcome 12 is four, outcome 13 is four, outcome 14 is minus one,
and outcome 15 is 29.

Senator McLUCAS—You might want to take this on notice: could you indicate at what
level those new positions are.
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M s Halton—We cannot do that. You would understand that we receive our funding from
Finance based on an average. We can tell you now what the average funding for the positions
is. Total funding is $141,000. So that isthe average per ASL. We take that money and we will,
in some cases, take on someone who is a dightly more junior officer and in some cases
someone who is a dightly more senior officer but within the average of the $141,000. That
includes oncosts as well.

Senator McLUCAS—Surely there must be a list of the new positions that are allocated to
outcome 1—54 new people.

M s Halton—Outcome 1 has 54 positions. They are funded at an average of $141,000.
Senator MOORE—In terms of an average ASL what level would $141,000 be?

Ms Halton—Let me come back later in the day to tell you what the salary component of
that is. It is probably somewhere between an ASO6 and an EL 1.

Senator MOORE—In terms of the demography of your agency, that would seem to be it,
but it would just be good for our knowledge.

Ms Halton—Yes. We will tell you later this morning, just to confirm that we are not
wrong.

Senator M cLUCAS—Could you then explain how many of those 254 are at SES level.

Ms Halton—With the exception of the money we got for the new Office of Health
Protection, we do not necessarily get separate allocations for SES. In other words, the average
funding we are allocated includes an SES allowance. That would mean that we would be
expected to make the average all ocation of staff include an SES salary, together with an ASO3
salary, to come up with the average allocation. In other words, no-one approves
establishments any more. No-one says, ‘ There's one SES, there are three EL2s and there are
five EL1s et cetera.’ That is not the way it works.

Senator McLUCAS—When do you come up with a list that says, ‘Out of those 54 new
people that we are putting into outcome 1, there will be positions at these various levels ?

Ms Halton—That is what we are doing at the moment. Earlier on | talked about a
conversation that we are having about the structure. What we are essentially doing is looking
at the aggregate of the resource, the balance of work and the size of our structures. If you
compare our senior management structure, you will find that we are relatively undergoverned.
It is one of the reasons why we are increasing the number of divisions. If you look at the span
of control that people have in this department, you will seethat it is very significant.

Senator McLUCAS—When will you be able to understand the level at which each of
those 254 people has been employed?

M s Halton—It will not be possible to separately identify in the new structure each of those
positions, because we will add 54 positions into program 1 and then we will take what is there
and craft a total structure across. Outcome 1 has 889 paositions as at 2005-06, and we are
adding in the 54. So we will take the 943 and say, ‘ This is the structure we are going to have
with the 943." You cannot say that that is necessarily a new position. That is not the way it
works. As my colleague is rightly pointing out to me, in some cases they came as part-ASL.
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You cannot identify part of a person, so sometimes you will look at the combination of
functionsin a structure.

Senator McLUCAS—Do you imagine that 54 new individuals will be employed in
outcome 1?

M s Halton—The aggregate number may be more than that because we have a significant
number of part-time staff in the department. In terms of what we got, which totalled 54, in
some cases it might have been 0.2 of an ASL and in some cases it might have been 0.6 of an
ASL.

Senator M cLUCAS—I will rephrase the question: will there be 54 EFTsin outcome 1?
MsHalton—Yes.

Senator McLUCAS—When that happens, can we get an understanding of the level at
which each of those EFTs has been employed?

Ms Halton—No. That is what | am saying to you. | cannot disaggregate the 54 new from
the total. Essentially it is that we do not add to an existing structure 54 new. We take the
whole structure, we look at the number of part-time and full-time, responsibilities et cetera
and we come up with a structure that equals 943.

Senator McLUCAS—Okay. What is the cost of the additional staff? | suppose it is
144,000 multiplied by 254. Isthat correct?

Ms Halton—With the exception of the staff who came in from the Office of Health
Protection, who | think came in at a dlightly higher rate, we can tell you what the cost is. We
will take it on notice.

Senator M cL UCAS—How does that increase impact on the department’s management of
the annual efficiency dividend? What is the net effect of the dividend and the increase?

M s Halton—We might have to take that on notice. The efficiency dividend is a part of our
life, but what the net effect of it is | am not able to say now. If we can come back later on this
morning with it, we will tell you.

Senator McLUCAS—Is any of the increase of staff allocated to either of the ministers
offices?
MsHalton—No.

Senator M cLUCAS—Can you tell the committee how many DLOs are currently in each
of the ministers’ and parliamentary secretaries’ offices?

M s Halton—We have one, one and two: there is one in the parliament secretary’s office,
onein Mr Santoro's office and two in Minister Abbott’s office.

Senator M cLUCAS—Isthat a change?
MsHalton—No.

Senator MOORE—Ms Halton, Senator MclLucas was talking about the proposed new
structure and looking at where things fit—I| expect that, for the next two days, | will
constantly be asking where something fits and having it in the wrong box, but that is an
occupational hazard. Interdepartmental working groups, task forces and those kinds of
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structures have become more common, reflecting the complexity of programs and so on.
Senator McLucas was talking about obesity and how we seem to think it fitsinto ‘ population’.

M s Halton—As the lead.

Senator MOORE—How would you coordinate the range of inputs into coming up with
strategies and proposals around the term ‘ obesity’ . What model would operate there?

Ms Halton—I will talk generically about how we do these things in the department—and |
will come back to obesity as an example. This is the problem we have every time we try to
decide. It islike the old Sussan's ad, ‘ This goes with this goes with this goes with that’: when
you ask, ‘Which bit goes with which? you discover that everything is connected to
everything ese. We have tended to bring together the relevant components of the department
to talk about particular issues. For example, on chronic disease, the relevant division heads
would come together and then the relevant brand heads get tasked with particular work.
Similarly, on Indigenous issues, one of the deputy secretaries brings together all the relevant
division heads to talk through the specific issues and challenges in that area—acknowledging
that OATSIH has carriage, but, as| have said in the past, it is not only their responsibility; it is
the responsibility of everyone in the department. So we have tended to use a number of
mechanisms, including the policy outcomes committee. We have a formal governance
structure that allows us to ook at those whole-of-portfolio issues, but we also use particular
committees—ad hoc and standing—to work across issues within the department.

Senator MOORE—That is within the department.

Ms Halton—Yes, and that quite rightly leads to your question about how this happens
across government. If you ask people in the department whether there has been a plague of
interdepartmental committees, they will probably tell you yes. But the issues we work on now
are essentially pretty complex. That requires us to work with, for example, Family and
Community Services and Indigenous Affairs, the Office of Indigenous Policy Coordination
and the Department of the Prime Minister and Cabinet—obviously, it depends on the issue.

Senator MOORE—AnNd it seems to me that that would be an intrinsic part of a whole-of-
government model. The issue of obesity that we talked about would seem to automatically
call up an interdepartmental process. Is there anything already functioning which coordinates
the issue of obesity across areas?

Ms Halton—Within the department, obesity is an ongoing issue which has occupied my
time, | have to say, and, principally, the time of Mr Stuart, who runs the Population Health
Division. It has also involved the Chief Medical Officer and people from Primary Care—I
could go on. Historically, it has also involved other departments when there is a series of
initiatives or when government is looking for whole-of-government advice. Most recently,
work being done on obesity has involved Prime Minister and Cabinet, the Family and
Community Services and Indigenous Affairs et cetera.

Senator MOORE—AnNd in some of those cases it goes up through the COAG process?
M s Halton—Indeed.

Senator MOORE—AnNd there would always be accountability links back to the program
area?
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M s Halton—To the extent that these things eventually rest somewhere, yes—for example,
the recent COAG work and the stuff that was agreed in terms of the Australian Better Health
Initiative, which will have as a major focus chronic disease and obesity. It always has to come
back to somewhere in the structure, and this is the point we were discussing earlier—about
where things sit in the structure. You have to have somewhere to locate it, even though you
acknowledge that the particular issue is germane to a whole series of these programs. The
truth of the matter is that, under access to medical services, we fund a large humber of
interventions which go to issues around obesity. But you cannot put everything in the one
place.

Senator MOORE—We are, as | know the department is, always trying to find out what
the accountability links are. There are labels all over the place and someti mes they are almost
unfathomable when you are trying to work out where something belongs, so just as long as
that accountability link is always there.

MsHalton—That is right. We acknowledge in our structure that a number of our programs
are essentially cross-portfolio programs. Population health, mental health and Indigenous
issues all cut across the portfalio. It isthe nature of it.

Senator McLUCAS—The budget identifies a billion dollars that has been underspent
across the whole government. Which programs in the Department of Health and Ageing are
facing underspends on a year-to-date basis?

Mr Clout—The estimates as at budget night are the aggregate estimates for programs
which reflect the expected end of year spend for each and every program added up then
aggregated up to outcome. At this stage, programs are running according to those budget night
estimates. |s the question: what is the difference between last year’s budget night estimate for
those programs and the expected spend that is reflected in the most recent budget night
estimates?

Senator M cLUCAS—It is estimates from 2005-06 and actuals at the moment.

Mr Clout—I would have to take that on natice to give you a consolidated list. We would
have to go back and interrogate each one.

Ms Halton—I think we also need to be clear that a number of our programs are standing
appropriations. It is the question of the estimate of what was to be spent and the actual. If one
is divergent from the other, it does not mean there has been an underspend. Essentially there
are some programs with a fixed allocation which, for particular reasons, may not spend that
full alocation, but there are a significant number of programs in this portfolio which are
standing appropriations. We spend based on demand. If demand is lower or if it is higher, the
funding appears.

Senator McLUCAS—Mr Clout, could you provide us with the list of programs and their
position at the moment? | understand what you are saying, Ms Halton. Could you provide us
with where you are at the moment compared to what the estimate was for this current
financial year and maybe some commentary on why there is a variation?

Ms Halton—I think that would be sensible because in a number of cases between the last
budget and this budget there have been a couple of quite significant decisions in a number of
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areas which, if there isa variation, do not necessarily equate to underspend. Underspend has a
particular connotation.

Senator McLUCAS—Mr Clout, to progress this now, though, is it possible for you to
provide us with a list of the 10 largest underspending programs at the moment—and | think
we have redefined what underspending means in that discussion—and the 10 largest
overspending programs?

Mr Clout—I can make that the focus of my Woden team's efforts this morning and see
how we go for you by the end of today.

Senator M cLUCAS—In terms of understanding trends, is it possible that you could |ook
back over 2003-04 and 2004-05 at those same programs to see what the trend is?

Mr Clout—That is, potentially, a larger project which could take a bit longer, but we will
see how we go. | should say, though, that at the whole-of-portfolio level, the department’s
estimates have been tracking very well, certainly in the last couple of years. For instance, we
might find that when we get into the 10 largest divergences, we might be getting down to
some pretty small ones.

Senator McLUCAS—That would be useful to start an understanding of this notion of
underspending. With respect to Medicare spending, including the Medicare safety net, we
know that there are overspends in the Medicare safety net budget all ocation. Can you provide
the current status of the Medicare safety net and Medicare generally?

M s Halton—We should probably do that under outcome 3.
Senator McLUCAS—I hope | remember. And we should do PBS in—
M s Halton—Outcome 2.

Senator McLUCAS—The Australian Financial Review on 12 May this year had a half-
page advertisement—I think it appeared in quite a number of newspapers—for division heads
and branch heads in the department. Can you tell me how many positions are to be filled?

M s Halton—Five division heads.
Senator M cLUCAS—In the organisational chart, where do they appear?
Ms Halton—When | say ‘five; | say subject to the confirmation about organisational

structure within aged care, and subject of course to whether any of the existing team decide
that they would like a greener pasture, which—

Senator M cLUCAS—I cannot imagine where.

Ms Halton—I was thinking of one division to another. If any of them think they are
leaving, there will be alarge gap.

Senator M cLUCAS—You should see what is happening behind you, Ms Halton.

Ms Halton—There will be alarge barricade if anyone thinks they are going anywhere. Let
me see if | can get this right. The Office of Health Protection of course is a hew position,
which is currently filled by an acting incumbent. Our aged care division head took age
retirement—if | could use a rude word at this point | would, but we forgive him for that—so
we also have someone acting in that position. In the Portfolio Strategies Division and Acute
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Care, the two current incumbents have been promoted to deputy secretary paositions and then
we have a new position potentially to be recruited to, but again that is not yet finalised.

Senator M cLUCAS—I have got an organisational structure that is dated December 2005.
| dare say that has changed?

MsHalton—Yes.
Senator M cLUCAS—When do you expect that will be completed?

Ms Halton—As | said, there is a working proposal which people have been working on
and my intention is, when we have finished estimates and a couple of other things next week,
to be talking to people and we will look to finalise it. | will be surprised if we have not
actually finalised that top structure inside about a fortnight.

Senator M cLUCAS—Could we have a copy of it when it is completed?

MsHalton—Most certainly.

Senator M cL UCAS—Currently, branches without a permanently appointed head would be
Ageing—

M s Halton—You are talking about division heads?

Senator MCLUCAS—Yes.

MsHalton—Yes, Mr Mersiades retired two or three weeks ago.

Senator M cLUCAS—Can we pass on—I do not know how—our thanks to him.

MsHalton—Yes.

Senator McLUCAS—I am disappointed that he did not come to his last estimates. We
would have been able to say goodbye nicdly and he could have just gone off to greener
pastures. That isfine.

MsHalton—When | have actually forgiven him, | will pass your message on to him.
Senator McLUCAS—So Ageing is without a division head?

Ms Halton—Yes. Office of Health Protection, which is new, so we are recruiting to that;
Portfolio Strategies Division, incumbent promoted; Acute Care, incumbent promoted; and a
new one.

Senator M cLUCAS—AnNd a new one which does not have a name yet?

M s Halton—Correct.

Senator MOORE—There are two new ones, but movement in the others; isthat right?
M s Halton—That sounds right.

Senator M OORE—Two brand new type positions and others are just |ooking for—
MsHalton—Yes.

Senator M cLUCAS—Can we go to questions on natice. As of the night before last, we do
not have any outstanding answers. How many questions were answered within the allocated
time out of thetotal of 121 that were lodged in the February estimates?
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Ms Halton—My understanding is that 55 were lodged on time, 43 were lodged inside four
weeks and 23 were | odged inside eight weeks, which adds up to 121.

Senator McLUCAS—The two that came in the other night were about Medicare statistics.
Why did they take until the night before?

M s Halton—I will be corrected if | am wrong here, but perhaps you recall—I think we did
have this conversation last time—that there is a process of interchange between us and
Medicare Australia about the statistics, and we had the question of when the data was clean.
We have been working with our other agencies on those two.

Senator McLUCAS—In October last year | put two questions on notice in the Senate.
There were Nos 1299 and 1300. There were straightforward questions, | thought. There were
two issues: the implementation of the government’s election commitments on cancer and the
review of the potential contamination of polio vaccine. | got the answer to the first of those
questions, on cancer, from October last year last month, but | still do not have an answer to
the question about polio. What was the delay initially in responding to those two questions?

M s Halton—Those are questions in the Senate to the minister?

Senator McLUCAS—Yes. They are not questions of this committee, but we want to know
why—

Ms Halton—I suspect you will have to ask the minister in respect of those. | will take
some advice—| am not aware of them specifically—but you would understand that those

particular questions are not necessarily within our area. We do not respond directly to you or
to the committee on those.

Senator McLUCAS—BLUt | imagine the process is that the minister provides them to the
department for a response to be prepared.
M s Halton—And we prepare a response, yes.

Senator McLUCAS—Has the department prepared a response to question No. 1300,
which is about the potential contamination of polio vaccine?

MsHalton—I will haveto find out.
Senator McLUCAS—The answer to question 1299, which is about the government’s
response to cancer, arrived after we passed the Cancer Australia Bill. It was a very

straightforward question. | am trying to understand why it took so long for that to be
answered.

M s Halton—I cannot answer that.

Senator McLUCAS—Could you find out when the request from the minister’s office was
provided to the department and when the draft answer was provided back to the minister’s
office for both of those questions, please.

MsHalton—Sure.

Senator MOORE—How many people do you have in the area that coordinates ministerial
responses at the moment?
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M s Halton—You are talking about the number of people in what we call the parliamentary
branch. There are 29, | amtold, but they do a range of things.

Senator M OORE—There are 29 bodies who do a range of different things. What kind of
things—responding to questions, ministerial liaison? Can we get a bit of a dot point coverage
of what the responsibilities of that area are?

M s Halton—They do not answer any questions themsel ves—
Senator MOORE—Do they coordinate the process?

M s Halton—unless you ask how many people are in that area. Then they will answer your
question.

Senator MOORE—Do you have to get that checked?
M s Halton—Of course.

Senator MOORE—We are trying to get an idea about exactly what process is followed
when we put all these questions on notice and when questions come through to Health and
Ageing.

M s Browne—We have a range of different teams that manage Senate estimates questions
and parliamentary questions on notice and ministerial correspondence.

Senator MOORE—Are they separate teams?

MsBrowne—Yes.

Senator M OORE—Can we get an org chart showing how many people?
MsBrowne—Yes.

Senator MOORE—Whether it is broken up by task, by alphabet—that kind of thing.

Ms Browne—They are not that strictly separate because teams tend to help each other out
and do a variety of functions, but | can give you an org chart for the section.

Senator MOORE—That information would tell us that a team does this range of things.
MsBrowne—Yes, that is right.

Senator MOORE—If we can get that, it will save to-ing and fro-ing. We are generally
following up on the process of what happens when we ask these questions and why some take
longer and all that kind of thing. If we can find out what the responsibilities are in your
agency, if we have any further questions, then we will come back to the team.

M s Browne—Yes.

Ms Halton—As | have said in the past, | think you are aware that every Monday
morning—the Senate estimates interrogation—I say, ‘ Shirley, how many have we got |€eft?
Shirley says, ‘ The list of shameis—' Isn't that right, team?

Senator MOORE—Ms Browne, what is your title?
M s Browne—Assistant Secretary, Parliamentary and Portfolio Agencies Branch.
MsHalton—That is known as PAPAB.
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Senator M OORE—We have been asking a couple of agencies exactly what that nexusis.
That is the unit—Parliamentary and Portfolio Agencies Branch.

Senator FORSHAW—I have a question about meeting time requirements. It is not to do
with questions on notice but | might ask it now. Are you aware—| am sure you are—of the
audit office report on expenditure on consultants, which is audit report No 27 of 2005-06?

MsHalton—Yes.

Senator FORSHAW—There is a requirement that agencies under the FMA act report
within six weeks of entering into an agreement—details of that agreement within the
Government Gazette.

M s Halton—Correct—above a certain size.

Senator FORSHAW—That is right. The audit office conducted a fairly wide-ranging
review across a whole range of departments and agencies. | thought | would just ask about
this department. According to the table, there were 4,502 gag entries but 3,640 of them did not
meet the time requirement. This is for the Department of Health and Ageing, which was
about 80 per cent. The total value of those not meeting the requirement was $276 million. It is
not the worst department; it is fair to say that the audit office’s report was pretty damning of a
whole range of departments and agencies, both in compliance with this requirement and in
compliance with other requirements such as a Senate order on consultancies. Is there a
particular reason you can identify why such a substantial number of entries are not meeting
that time requirement with publication in the gazette? What is being done about it?

M s Halton—Just before we get the technical answer, | would just make one point to you.
There has been an extensive process of discussion with the department of finance about what
is a consultancy. One of the issues is definition and the question of what is and what is not a
consultancy.

Senator FORSHAW—Yes. | am not unaware of that. | am chair of the Senate Finance and
Public Administration References Committee. We take a particular interest in these issues. |
do not want to transgress there, but it is clear that this department, along with a lot of others,
is not meeting those requirements and | am wondering why.

Mr Sheehan—Unfortunately, in 2003-04, which is the year that the review was undertaken
by the ANAO, the department introduced a new purchasing system process that included
eectronic workflow. This was part of our broader busi ness process i mprovement. For a period
of four to five months, the department’s downloads from the finance system did not make
their way across to the gazettal system and, as a result, we had a very large number of
gazettals that were not published within the time frame. Last year, in 2004-05, we had 82.9
per cent publication rate within 42 days.

Senator FORSHAW—Compliance?

Mr Sheehan—Yes. We had a significant turnaround. We had a glitch in 2003-04 when we
were introducing a range of other system process improvements.

Senator FORSHAW—Ms Halton, you are confident that you can have that same
turnaround in responding to questions on notice?
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MsHalton—Ha hal
Senator FORSHAW—I take that as a maybe. Isit?

Ms Halton—No. The day that | am able to automate the answers to Senate estimates
questions in the way that | am able to automate the compliance with this mechanism, | can
give you a 100 per cent guarantee.

Senator FORSHAW—Thetime frame—

M s Halton—Regrettably, | think that is not likely.

Senator FORSHAW—Thank you for that i nformation, which was very timely.
M s Halton—Excellent.

Senator McLUCAS—Ms Halton, at last estimates you indicated to the committee that all
guestions from the Parliamentary Library have to go through your office.

Ms Halton—No, | did not say that. | gather this is being put about and | think it is
important to correct it. We said that we ask that all questions from the Parliamentary Library
come through a point of coordination. In fact, | do not see them. They do not come to my
office. They go to an assistant secretary in the Portfolio Strategies Division.

Senator M cLUCAS—What happens then?

M s Halton—The assistant secretary in the Portfolio Strategies Division decides where the
appropriate area is in the department to ensure that we can give a robust response, and they
manage the process.

Senator M cLUCAS—The answer then goes back through that officer?
MsHalton—Yes.

Senator McLUCAS—Where else does it go?

M s Halton—It goes to the Parliamentary Library.

Senator McLUCAS—I imagineit goes directly to Ms Browne?

MsHalton—No, it is actually Ms Roediger. She does a number of other things, but she has
the management of statistics et cetera.

Senator McLUCAS—They do not cross your desk?
M s Halton—No, they do not.

Senator McLUCAS—There has been a misinterpretation of what we talked about at last
estimates.

Ms Halton—You know that there was a history of a document that was published—and
Professor Horvath can wax lyrical about this, if you would like him to—which was basically
wrong in respect of avian influenza and a series of other things. It made various suggestions
in terms of people who had been approached to talk to them, which were also wrong. We took
quite substantial objection to that document. It transpired in correspondence with the librarian
and with the head of the parliamentary department that that particular document had not
received the same level of internal scrutiny as others might have done that have been released
by the Parliamentary Library.
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We have had experience in the past where officers in the Parliamentary Library have
approached very junior officers in various parts of the portfolio. Information that is being
provided, from my perspective, has to be accurate. That is why we asked Ms Roediger to
coordinate the process—but | do not see them.

Senator McLUCAS—Does the directive apply to both the department of health and
ageing?
M s Halton—It is one department.

Senator McLUCAS—I know it is one department, but does it apply to all questions from
the Parliamentary Library on health and ageing?

MsHalton—Yes. Thisissueis also the subject of correspondence between the Secretary of
the Department of the Prime Minister and Cabinet and the librarian, who basically said, as |
understand it, that if a portfolio wishes to have one point of contact it is quite reasonable for
them to so do.

Senator McLUCAS—When ajournalist has a question of the department, how do they—
MsHalton—A journalist is a different issue. We have media liaison area.

Senator McLUCAS—AnNd they go straight through there.

MsHalton—Yes.

Senator CAROL BROWN—Do you have receive a summary of the Parliamentary
Library questions?

MsHalton—No, | do not.

Senator McLUCAS—Do you keep a track of the time that is taken for answers to come
back to the Parliamentary Library?

MsHalton—No. As| said, thisis managed in another area of the department.
Senator M cLUCAS—I do not mean you, personally. Does the department track—
M s Halton—I think the officer concerned does keep an eye on these things, yes.

Senator McLUCAS—Could we get an indication of the average time that it takes for the
department to respond to requests from the Parliamentary Library.

M s Halton—Certainly. We will take that on notice.

Senator McLUCAS—Can we deal with shared responsibility agreements now or does that
come under outcome 8?

M s Halton—That is outcome 8.
CHAIR—Senator Brown?

Senator CAROL BROWN—I have a question about the smartcard. What formal
arrangements are in place for the department to have input into the smartcard proposal ?

M s Halton—Are you referring to the recently announced smartcard initiative?
Senator CAROL BROWN—Yes.
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Ms Halton—As yet, if the governance arrangements in respect of the smartcard are
finalised, | am not aware of them. | know that the Secretary of the Department of Human
Services, Ms Scott, has indicated that she will be establishing an arrangement which will
include my department, but as yet | have not seen any correspondence. | am not saying that
there is not some correspondence around, but as yet | have not seen anything as to what will
beinvolved. You would have to direct that question to Human Services.

Senator CAROL BROWN—Would your department expect to have some sort of input
into the proposal ?

MsHalton—I would be surprised if we did not.

Senator CAROL BROWN—Do you have any idea of when you will be advised of the
input arrangements?

M s Halton—My understanding is that the Secretary of the Department of Human Services
is actually on leave at the moment, so it was always my anticipation that we would not
formally receive correspondence about that until she was back from leave. | could be wrong;
it may be that the incumbent is going to put something in place, but it was my expectation that
| would not hear anything on that matter until Ms Scott returned from leave.

Senator CAROL BROWN—What formal arrangements are in place for the department to
have input into other e-health initiatives, such as Medicare online hilling? | believe that is
now the responsibility of the Department of Human Services and Medicare Australia.

MsHalton—Thereisan IDC in respect of that matter.
Senator CAROL BROWN—Thank you.

Senator EGGLESTON—I wish to ask about the outcomes of the Tasmanian smartcard
project. What conclusions were drawn from that project? Has it proved to be broadly
beneficial?

Ms Halton—That question is more appropriately directed to Medicare Australia. What |
can say is that the smartcard initiative in Tasmania was essentially a different thing to the
current proposal, as | understand it, to have a health and social services based smartcard.
Essentially, the Tasmanian initiative was married to the arrangement around the trials in
relation to HealthConnect in Tasmania. | think it is probably a different quality of beast, if |
can describeit in that way. Again, that question might be best directed to Medicare Australia.

Senator EGGLESTON—I will do that. | would have thought the health dimensions,
though, would be quite similar. The smartcard as proposed is certainly broader in concept, but
| thought the health side of it might have been relevant. But | will certainly direct those
questions to Medicare.

Ms Halton—I do not know that that is actually the case. My understanding—though,
again, it is not my responsibility—is that the smartcard proposal advanced by Minister
Hockey goes to the whole question of entitlement to a range of programs et cetera. The
smartcard project in Tasmania was essentially looking at the feasibility of registration and of
carrying some basic details on a card. Essentialy, as | understand it, it has been a very useful
experience for learning what the issues are for people. My understanding of the proposal is
that it isintended to be more wide-ranging.
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Senator EGGL ESTON—Thank you.

Senator BARNETT—Are there any outcomes in which you could advise us of
HealthConnect? Is that in your area?

Ms Halton—The relevant people will be here later on. Could you be more specific about
the questions?

Senator BARNETT—The HealthConnect trial has been undertaken for the last few years
in and around Hobart. There was some connection between the smartcard launch and

HealthConnect, and | am just wondering where things are at and the status report in terms of
HealthConnect.

M s Halton—Program 10 is the relevant place so the officers who could do the detail will
be here. | can tel you that, as you know, we have very definitely proven the capability of
creating a viable electronic health environment, if | can describe it in that way. The issues that
we have been exploring through HealthConnect and the projects that we have had in both
Hobart and elsewhere in the Northern Territory—I could go on—have taught us a series of
absolutely invaluable lessons about what it is necessary to do to develop an eectronic health
record providing appropriate privacy protections. Since those initiatives were put in place—
for example, the establishment of the National E-Health Transition Authority, the work on
standards, issues in respect of the health identifier, which renounces part of COAG, and the
whole question of the provider index—there is a whole raft of initiatives that are now coming
which are all very much grounded in the experience of those HealthConnect projects.

Senator BARNETT—So further questions would be appropriate under outcome 9.
M s Halton—That would be fine.

Senator BARNETT—Would the same questions on MediConnect be under outcome 9 as
well?

Ms Halton—MediConnect, again, is probably best directed to Human Services and
particularly to Medicare Australia, but probably the people in program 3 could make some
sort of comment on that.

Senator BARNET T—Thank you.

Senator FORSHAW—Can you tell me whether the department has or has had a contract
with a company called Royce PR?

M s Halton—Not that we are aware of. Can you give me a bit more detail ? Sorry—yes, we
think fractionation.

Senator FORSHAW—Yes, | think fractionation too. Is somebody going to be able to
answer?

Mr Lear month—Outcome 13.

Senator FORSHAW—Can | deal with it now?

M s Halton—What do you want to know, Senator?

Senator FORSHAW—I want to know quite a few things about this contract.
MsHalton—In that case, it is outcome 13.
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Senator FORSHAW—L et me just establish that there is a contract. Do you know whether
it still exists?

Mr Lear month—I believeit does.

CHAIR—Senator, | think if you have detailed questions about it, it would be better to deal

with them in outcome 13 when the officers concerned can be at the table and take those
questions. We are really in overview matters at the moment.

Senator FORSHAW—I tend to think it is somewhat of an overview but, if we know the
people are going to be here to answer those questions in outcome 13,we will leaveit till then.

[10.25 am]
CHAIR—We now move to outcome 2, Access to pharmaceutical services.
Senator McLUCAS—What are the estimates for savings to the PBS due to the 12% per

cent generics policy since the policy’s inception? You might remind me how many months
ago that was.

M s Huxtable—At policy announcement in the 2005-06 budget, the estimated savings were
just over $1 billion over four years. Following a recommendation by the PBAC in regard to
atorvastatin that estimate was revised downward. The current estimate is just under $300
million over the four years.

Senator McLUCAS—That is over 2005-06.
M s Huxtable—Four years from 2005-06.
Senator M cL UCAS—It was revised down because of the statin recommendations?

Ms Huxtable—Because atorvastatin was listed at a higher price than simvastatin, the
generic, and that had a flow-on impact onto the level of savings.

Senator M cL UCAS—AnNd the recommendation was to do with prescribing that particular
statin?

M s Huxtable—It related to improved health benefits from atorvastatin.
Senator M cLUCAS—How many drugs have been affected by the 12% per cent policy?

M s Huxtable—The 12¥% per cent policy has applied to 42 new brands. That has flowed on
to a number of reference pricing groups and therefore a number of other drugs in the same
reference pricing groups. So the total number of brands affected across al groups since the
policy start is 264.

Senator McLUCAS—The total is 264. These are new brands that have come off patent.
Do | understand that right?

Ms Campion—What we have had is 42 new brands that have come in that have triggered
the 12Y% per cent reduction. They may not have been the first ones off patent but the first ones
that have come in since the policy commenced and have triggered a reduction. It has been 42
new brands of drugs that are already listed on the PBS.

Senator McLUCAS—On natice, could we have a list of each product name and those
reference pricing groups and the drugs that have been affected?
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Ms Campion—Yes.
M s Huxtable—That 264 figure includes all forms and strengths of the drug.

Senator McLUCAS—You are talking about 100 milligram versus the 200 milligram dose,
for example. How many actual drugsisit?

Ms Huxtable—The 264 can explode the impact in some way. The number of new brands
is42. That is the new brands that Ms Campion referred to. The total number of other drugsin
the same reference pricing group that have attracted flow-ons is 34. Then the 264 relates to
the forms and strengths of the combination of those things. We can break all that down for
you.

Senator M cLUCAS—That would be good.

CHAIR—We have had a request from Fairfax Media to take photographs. Does the
committee give permission to have media of any sort taken during today’s proceeding? There
being no objection, it is so ordered.

Senator McLUCAS—How many drugs are expected to come off patent in the next 12
months?

Ms Campion—We do not collect information on when patents are due to expire at this
stage, so we do not have an accurate estimate of that figure.

Senator McLUCAS—Why do you not collect that i nformation?

Ms Huxtable—The patent status of drugs has not historically been a matter of interest to
us. Certainly, in regard to doing costings around the generic pricing policy we made some
assumptions about when drugs would come off patent. We can take that question on notice to
see if we can give you some indication of what our expectation is. There is another issue
though because a drug coming off patent does not necessarily mean that that then resultsin a
generic product coming to market, so what happens will not necessarily reflect that
expectation.

Senator MOORE—The patent expiry dates would be somewhere central. It would not be
adifficult processfor that to come up somewhere—

M s Halton—It isimportant to understand that we are not responsible for patents.
Senator MOORE—No.

Ms Halton—It is now a matter that is germane to us but obviously the patent office is
responsible for registering patents and maintaining all the records. | am sure you understand
that patents are incredibly complex in some areas and that you can have patents on everything
from the formulation of a product in all sorts of things, the method of delivery, et cetera. The
questions of what a patent is and when it expires can be a technical matter. We would not try
to maintain a very detailed record of all of those matters because it is essentially the job of the
patent office to track those things. In some cases, as you are probably aware, companies will
contest what is a legitimately held patent. Yes, we do have to have an understanding. Indeed,
when we did the costing for this area we talked to industry extensively about their
expectations because you have a bunch of assumptions that are the foundation for your costs
and your estimate—

COMMUNITY AFFAIRS



Wednesday, 31 May 2006 Senate—L egidation CA 29

Senator M OORE—Is there a regular interchange between your area and the patent office
of information at this stage or is that not something you maintain?

Ms Halton—No, there is not a regular interchange. Obviously, we do sometimes have a
dialogue with the patent office but there is not a steady traffic of information. The way the
arrangements work with the Therapeutic Goods Administration there is a requirement for
natification. Those things have always been germane but they are probably more germane
now.

Senator MOORE—Because of that linkage with TGA and approvals and so on, | just
thought there would have been a regular interaction between the patent register and the
department. But you are saying thereis not.

M s Halton—We do have an understanding of what is going on but we do not maintain a
shadow register iswhat | am saying to you.

Senator McLUCAS—How did you do the costings for the palicy if you cannot predict
when certain drugs will come off patent? | am trying to get an understanding of how you
modelled the policy and the savings that flowed from that.

Ms Huxtable—As Ms Halton said, we made assumptions on the basis of the knowledge
that we had about when we expected generic competition to enter the market. Obviously that
is particularly relevant in regard to the very large volume drugs. As with all costings, we go
through a process with the Department of Finance and Administration to test the veracity of
our assumptions in that regard.

M s Halton—And we talked to industry.
M s Huxtable—We talked to industry in this case also.

Senator M cLUCAS—I understand that on 1 April the full range of antiepileptic drugs met
the 12.5 per cent price reduction. What was the consequence of that in the cost to the PBS?

M s Huxtable—I am not sureit wasin April. My understanding is that it wasin August last
year. It was at the beginning of the policy that the antiepil eptic drugs were affected.

Senator M cL UCA S—What was the consequence of that group hitting the 12Y% per cent?

Ms Huxtable—We have just started a process with industry to review the 12% per cent
savings measure and to look at what savings have been achieved, what the issues have been
with the 12 per cent policy and whether or not the administrative arrangements that have
been in place to support the policy are the most appropriate arrangements. We have not been
micromonitoring the impact of specific drugs coming on or generic drugs triggering
competition in that way, but certainly as part of that dialogue we are entering into with
industry now we will be looking at whether we have achieved the savings we expected to
achieve and what implications that may have.

Senator McLUCAS—When do you expect that piece of work—Ilet's call it a review—to
be completed?

M s Huxtable—We have just started that. We have had correspondence with industry on its
terms of reference. We have work occurring now preparing a paper for discussion with
industry and we expect to meet with them fairly soon. You would understand that my capacity
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to say when exactly that work will finish is somewhat limited because we are not the only
party to that dialogue. But we anticipate that will occur over the next three or four months.

Senator M cLUCAS—Wiill that have an impact on the forward projections of the policy?

Ms Huxtable—I am not in a position to say at the moment because we have not as yet
done that detailed work. The work is under way now, but | have not as yet seen the piece of
paper we will be sharing with industry and | have not had an opportunity to delve into the
costings myself.

Senator M cLUCAS—What issues are on the table in this discussion with industry? What
are the points of discussion?

M s Huxtable—Obviously, how we have tracked against the savings is an important point.
There are also issues around how industry has perceived the 12%% per cent and how they have
responded to it. We have obviously had requests for special patient contributions from time to
time with regard to the impact of the policy. There have been special patient contributions
granted for a very limited number of products and there have also been instances where
companies have sought, for example, further PBS consideration of their drug with regard to
whether or not they have an improved health outcome and the like. Also, you would recall
that the original agreement with industry is that this 12% per cent policy would be handled
administratively rather than through legisative amendment, and that is another issue that
needs to be discussed. Whether the administrative processes have worked effectively, whether
the guidelines are robust and those sorts of issues will be up for discussion.

Senator ALLISON—Is it possible for the committee to have a list of the products that
have been given approval for the special payment contribution and the value of those
contributions?

Ms Huxtable—There are five, which | can read out if you wish. | will have to use the
brand names of the drugs because | cannot pronounce the other names.

M s Halton—And Hansard cannot spell them either, | am quite confident.

M s Huxtable—The brand names are: Keppra, which is for epilepsy, and the special patient
contribution range is between $7.38 and $20.50, which relates to the forms and strengths
issue; Topamax, which again is for epilepsy, and the SPC range is from $2.40 to $2.70;
Lexapro, which is for depression, $3.31 to $5.53; Alimta, which is for non-small-cell lung
cancer—

Senator ALLISON—That was for lung cancer?

M s Huxtable—Also for lung cancer—$460.76; and Zoton, oral solution only, which is a
protein pump inhibitor, $375.

Senator ALLISON—Thanks. Are there other approvals which have been sought but not
yet determined?

M s Huxtable—No, Senator.

Senator McLUCAS—I think that is al | need on the generic palicy. The final question on
that issue concerns the discussion you are having with industry about the review of the
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application of the policy. How do issues for patients get put on the table as a part of this
discussion?

Ms Huxtable—I guess our purpose in having that discussion will always be to ensure that
patients are getting access to drugs at the appropriate value. The nature of this discussion is
the administrative arrangements around a policy. It is going to what are process issues
between ourselves and industry.

Senator McLUCAS—That isall | need on the 12% per cent palicy.

Senator ALLISON—Concerning the new proposals, the new reforms that come in on top
of the 12.5 per cent, is it anticipated that there will be an increase as a result of those in the
need for patient contributions? |s this the subject of your discussions with industry and can
you give the committee any assurances that you will not see more of those patient
contributions as necessary?

Ms Huxtable—They are two different things. In the one case we are talking about
reviewing the implementation of an announced budget measure. On the other hand, there
certainly has been some wide reporting of a dialogue that the minister has been having with
industry around potential areas for PBS reform. That dialogueisin its rather early stages. It is
in the nature of some proposals that the minister is discussing with industry. It certainly is not
at the stage of any announced policy, agreed measures or anything like that which would then
move into more of an implementation debate around that.

Senator ALL1SON—So far thereis no detail available on those reforms?

Ms Huxtable—A statement was put out by the minister following his discussions with
stakeholders a few weeks ago. That was put into the media, so clearly this available. That
statement goes to some of the issues discussed at that meeting. If you do not have that, we can
certainly provide a copy.

Senator ALLISON—I do not have that press rel ease.
M s Huxtable—I have a copy here which | can table.

Senator ALLISON—The interdepartmental committee which is working on this
committee?

Ms Huxtable—There was an interdepartmental committee which was looking at PBS
reform and sustainability issues. We answered a question on notice at the last hearings about
the membership of that committee. The committee was chaired by the Department of Health
and Ageing and included the Department of the Prime Minister and Cabinet, the department
of finance, the Treasury and the Department of Industry, Tourism and Resources.

Senator ALLISON— Were the options put forward by that committee made public?

M s Huxtable—No, but they have hel ped to form part of the government’s consideration of
these issues.

Senator ALLISON—So you are not ableto tell us what those options were?
M s Huxtable—No.
Senator AL LISON—Who was consulted in devel oping the options?
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Ms Huxtable—Obviously, the departments that were involved. There was also another
process running almost in paralel to the IDC—a subgroup or working group of the
Pharmaceutical Industry Working Group, which is a committee of industry which is chaired
by Minister Macfarlane and Minister Abbott. That subgroup also did some work on paossible
PBS reform options. That work and the work of the IDC have formed part of the intelligence
around those issues.

Senator ALLISON—Wasthe AMA involved?
M s Huxtable—No.
Senator AL LISON—Were any consumer reps consulted?

M s Huxtable—The Pharmaceutical Industry Working Group is predominantly made up of
industry players and Medicines Australia, Generic Medicines—I cannot remember all the
members, but they are along those lines.

Senator ALLISON—What about pharmacists? Was the Pharmacy Guild involved in the
talks?

M s Huxtable—No. They were not involved in the PIWG process, but they were involved
in the discussions the minister had with industry a few weeks ago.

Senator ALLISON—Why were they not involved in devel oping the options?

Ms Huxtable—The Pharmacy Guild is not a member of the Pharmaceutical Industry
Working Group, and that is the group that formed the subgroup that did some work on these
i Ssues.

Senator ALLISON—I would have thought it was important to get the perspectives of
more than just the pharmaceutical companies.

M s Huxtable—As | said, thisis—
Senator ALLISON—A ministerial decision.

Ms Huxtable—No, it is a work in progress—and obviously the Pharmacy Guild is now
involved in discussions around possible reform options. Also, this is the beginning of a
process. | think it even says in that statement that the minister’s intention is to release a
discussion paper in the near future which would be open to further consultation and input.
There is now a series of bilateral discussions occurring with stakeholder organisations,
including other groups such asthe AMA.

Senator ALLISON—When will the discussion paper be available?
M s Huxtable—I cannot say exactly when, but it will bein the near future.

Senator ALLISON—Will there be formal consultations with consumer organisations
when that discussion paper comes out?

Ms Huxtable—The minister has flagged his intention to release a discussion paper. How
consultations occur at that point would be a matter for the minister. We have not had a
discussion with him about that at this stage.

Senator ALLISON—Has there been in any of these discussions a discussion about the
effect on these proposals on the growth of the PBS?
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Ms Halton—Do you mean in discussions with the stakeholders? When you say ‘these
discussions’, which discussions do you mean?

Senator AL LISON—The discussions that are taking place now.
MsHalton—No, that has not really been discussed.
Proceedings suspended from 10.49 am to 11.16 am

CHAIR—We will resume the hearings in the Health and Ageing portfolio. Before the
recess, we were examining outcome 2, Access to pharmaceutical services.

M's Huxtable—Senator, before we start, | said that | would table the minister’s media
statement, and | have that available.

CHAIR—Thank you.

Senator ALLISON—With respect to the new proposal being discussed in the task force
that we were discussing previoudy, are there any other features of it that are different from the
1244 per cent, or will it just be 12Y% per cent but a different figure?

Ms Huxtable—The media statement | have circulated refers to a possible measure with
regard to a further five per cent price reduction for a second generic drug. These are by way of
proposals for dialogue with industry; they are certainly not government decisions.

Senator ALLISON—Are there any estimates at present of the savings that might be
made?

MsHuxtable—No, it is not at that stage of the discussion.

Senator ALLISON—The 12Y5 per cent was proposed to deliver a saving of $740 million.
Can you confirm that that estimate has now been shifted to $1 billion?

Ms Huxtable—It is the other way round. In the 2005-06 budget the saving was, | think,
$1.035 billion over four years. The decision with regard to Lipitor, which gave Lipitor a price
differential over simvastatin, or the group of statins, had an impact on the 12% per cent
savings and the saving was reduced from $1.035 hillion to just under $800 million. The
savings that are current, which have not varied, are just under $800 million over four years. |
cannot tell you the exact figure, but it isjust under $800 million.

Senator ALLISON—I see. | thought it was the other way round. Have there been any
discussions about whether patients will be forced to switch to medicines that have a different
molecular structurein order to avoid the additional cost? Has that been part of your talks?

Ms Huxtable—No. Again, | would refer you to the minister’s statement. There is certainly
reference in that statement to the concept of preferred prescribing of medicines for which
there is no brand premium and no additional patient contribution, but there we are talking
about medicines that are bioequivalent and interchangeabl e at the patient level.

Senator ALL1SON—So you are not anticipating any switch to non-bioequivalence?

Ms Huxtable—Certainly that is not the intention of the ideas behind those proposals. |
probably sound like a broken record, but | again stress that they are proposals that are being
discussed.

Senator ALLISON—I understand.
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Ms Huxtable—The idea behind it is to ensure that patients are able to access medicines at
the PBS co-payment rate of $29.50 for the general population and $4.70 for the concessional
population rather than them finding that they need to pay additional brand premiums when
there is a generic available at the benchmark price. That is the intention behind it. We arein a
dialogue with industry and associated stakeholders on all these issues. No doubt the issues
will be mulled over and discussed, as they are being now.

Senator ALLISON—Will those discussions on this point be held with doctors as well as
consumers?

M s Huxtable—The department had a discussion with the AMA. We will continue to have
those discussions, certainly.

Senator ALLISON—Arethe AMA satisfied that the intention is likely to be delivered on
in this respect?
M s Huxtable—We had a very useful discussion with the AMA about what the intention is,

and | think there is clarity between them and us around what the intention is. But those
discussions are by no means complete.

Senator ALLISON—Isthere away of guaranteeing that intention?

Ms Huxtable—Again, | would highlight the difference between a proposal for discussion
and a government position or decision. Thereisafair bit of space between the two. In making
its decision the government will be informed by the consultations that are now occurring.

Senator ALLISON—What about the generics industry? | am told that they have advised
government that thiswill lead to alot more uncertainty for their industry. Is that accurate?

M s Huxtable—They were involved in the consultation that the minister had a few weeks
ago and certainly participated in that discussion. At a departmental level we have since had a
bilateral discussion with them around their issues. | was not a part of that discussion, but |
think it was a robust exchange around the issues as they see them. That forms part of the
intelligence that takes this forward.

Senator ALLISON—"A robust discussion around the issues as they see them’'—it sounds
like you do not agree with them and their concerns have not been satisfied. Is that fair?

M s Huxtable—I think you are assuming that this is much further down the track thaniit is.
We are at the stage of having discussions with stakehol ders. We have had some discussionsin
a multilateral forum, which the minister led. There have also been discussions in multilateral
fora around the PIWG subgroup. They went on for a considerable time last year. There have
been bilateral discussions; we anticipate there will be more. There will also be a discussion
paper. There is just a flow of information and | could not say categorically that there is a
specific firm view. There is a debate, a discussion, an exchange of ideas—it all just becomes
part of the intelligence that will then enable government to come to a view about what it may
or may not dointhisarea.

Senator ALLISON—Is one of the objectives of the proposal to improve access to cheaper
genericsinAustralia?
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Ms Huxtable—As you would see in his statement, the minister summed up the aim as
making greater use of generic drugs, basically to allow headroom for more expensive drugs
that are likely to be subsidised by the PBSin the future.

Senator ALLISON—'To alow more headroon’ —what do you mean by that?

Ms Huxtable—Basically, if it is possible to get greater value for government out of the
drugs that are already listed on the PBS—that is, that government is able to access them at a
cheaper price—it follows that the pressures on the PBS into the future will be reduced. As
government considers the listing of new drugs into the future there is less pressure on the PBS
to enable those drugsto be listed.

Senator ALLISON—Indeed. Have you had robust discussions too about the likelihood
that the latest new medicines will be made available here, or is this measure likely to diminish
our access to new drugs?

Ms Huxtable—Certainly there have been discussions with industry, particularly the
innovator industries, around some of those issues. The PBAC processes continue to make
recommendations to government about listing new and innovative drugs and they continue to
be listed.

Senator ALLISON—ANd quite afew continue to be ignored by the minister, | would have
thought.

M s Huxtable—I do not believe that is so.
M s Halton—No, that is not correct, Senator.

Ms Huxtable—For example, | can tell you that so far this financial year—we are nine
months in—over $500 million over four years has been alocated for five or six new drugs
that have been listed in that time.

Senator ALL1SON—How many are awaiting ministerial approval at the present time that
have been through the PBAC and recommended for listing?

M s Huxtable—I will have to find my piece of paper. While that may seem a fairly smple
thing to answer, it is not entirely simple because not only government comes to the table in
these discussions. There are drugs that have been recommended for listing by the PBAC in
the last few years where there have been conditions around that listing—for example,
recommended for listing at a certainly price—and there was dialogue and discussion between
the department or the pricing authority and the company. In some cases that can take time and
then the drug islisted.

Senator ALLISON—How many would be in that category? These are price-volume
negotiations of some sort, are they?

M s Halton—A significant number; the large majority, Senator.
Senator ALL1SON—Do you have the numbers?

Ms Huxtable—We would have to take that on notice in regard to the number of drugs
currently listed where there are price volume arrangements in place.
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Senator ALLISON—How many are there that are not in that category? How long have
then been waiting approval ?

M s Halton—Are we talking about new listed drugs now?
Senator ALLISON—Yes

Ms Halton—We might come back to you. We run the risk of giving you an incorrect
answer, so we will take it on notice so that we can be sure we areright.

Senator ALLISON—Isit possible also to give some indication—I| know you cannot tell us
what the drugs are for commercial reasons—of the anticipated cost to the PBS of those items?

MsHalton—Not until it isfinally decided, Senator. That would be speculating.

Ms Huxtable—I certainly can give you the information that | cited previously about the
number of high-cost drugs that have been listed for the past few years and just confirm that in
2005-06, five high-cost drugs have been listed at a cost to the PBS of over half a billion
dalars.

Senator ALLISON—Are there any on the list of those till waiting for approval for
anything longer than a reasonable period that are not high-cost drugs?

M s Huxtable—To give you a clear picture, we probably should take it on notice and then
we can deal with all theissues around it. | am advised that there are some, where there is still
a pricing negotiation occurring, so they have been recommended for listing at a price. We till
have to have a discussion about that price.

Senator ALL1SON—I am wondering though about the ones that are not in this negotiation
process about price but are waiting for approval and are not high cost.

Ms Huxtable—I| was referring to that. When we talk about high-cost drugs, we are
referring to those drugs that need to be considered by government. Thereis athreshold, which
| think is widely known, under which drugs can be listed by the minister or on the minister’s
del egation and then there are other drugs above that threshold that need to be considered.

Senator ALLISON—I do not know what that threshold is.
M s Huxtable—It is $10 million in any year of the forward estimates period.

Senator ALLISON—I know that you are not able to tell us what the drug is or the drug
company, but isit possible to get some general areas? Isit arthritis or something else?

Ms Huxtable—There are drugs which have been recommended for listing perhaps with
some conditions attached over the past few years by the PBAC. The fact that they have been
recommended is known because it would appear in the summary of PBAC decisions. There
will be avariety of reasons that those drugs are not listed at this stage. One will be that we are
in negotiation with them, another may be that the company has decided not to proceed with
the listing. There certainly are a number in that category. There are some that we anticipate
will be considered by government in the very near future. Companies have an opportunity,
after a period of time, to indicate to the PBAC whether they wish to proceed or not with a
listing. There are a whole range of categories that we can provide information to you about. |
would say on balance though, at the risk of being proven wrong when | review it in more
detail, that with the majority of drugs the company either has been unable to reach agreement
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with us in regard to price or has decided not to continue with the listing. We certainly have
expectations, which we place on ourselves, about the period of time it takes for a drug to be
listed and that has been part of the post PABC processes.

Senator ALLISON—What length of timeis that expectation?
M s Huxtable—It is six months.

Senator ALLISON—A matter | have raised previously in questions on notice was to do
with ultralow dose oral contraceptives. As | understand it, four of those were agreed to by the
PBAC but never did make it onto the PBS. The five-year window of opportunity now has
closed and there have been no further applications. Do you have anything to advise the
committee about the status of ultralow dose contraception on the PBS?

Ms Huxtable—There are two parts to the answer to that question. There were
recommendations from the PBAC in 1998 but there was no agreement on a mutualy
acceptable price between the manufacturer and the government in regard to that.

Senator ALLISON—BLUt thisis not a high-cost pharmaceutical, isit?
M s Huxtable—I do not have that information.

Senator ALLISON—It isnot a cancer drug or anything of that sort.
M s Huxtable—There isa price at which they are recommended.

Senator ALLISON—So none of the four that were recommended but not approved had a
satisfactory price.

MsHuxtable—That is correct.
Senator ALLISON—Are you able to give more details about that?

M s Halton—We do not release details of discussions we have with companies in relation
to price. It is considered commercial-in-confidence.

Senator ALLISON—Are there any other examples of any drugs where a full range of
applications—in this case four applicants—have failed in price negotiations in this way?

Ms Huxtable—There certainly will be examples where the PBAC has recommended
listing at a price—that is, where it has come to a view about cost effectiveness at a certain
price and where the company has not been willing to list the drug at that price, which
therefore has an impact on the cost effectiveness decision.

Senator ALLISON—Was it the case that the price the PBAC recommended was not
acceptable to the drug companies, or was there another negotiation to bring that further down?

M's Huxtable—I will have to take that on notice. | am not aware of all the details around
this; it was some time ago.

Senator ALLISON—Has this been followed through from a public policy point of view?
Leaving aside the PBS process, does the department have a concern about the fact that ultra-
low dose contraception will have limited aff ordability and, therefore, many women will not be
ableto useit for cost reasons?
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Ms Halton—A number of contraceptive products are available on the PBS. The fact that
we have historically been unable, as | understand it, to reach an agreement with, in this case,
manufacturers following a process of PBAC consideration is not unique. | think this has
already been said, and it is not the purpose of the department to go around actively canvassing
for products to bring onto the PBS; basicaly it is a question of companies approaching us to
try and list.

Senator ALLISON—They are hardly likely to apply for this product if four have
previously failed the process even though they were approved by the PBAC.

Ms Halton—No, there is nothing predeterminative about this. The issue is cost-
effectiveness and whether a company is prepared tolist at a price which is consistent with that
cost-effectiveness and it has been negotiated.

Senator ALLISON—Will you get back to me with regard to whether the negotiations
were beyond the PBAC’s recommendation on ultra-low dose contraception?

M s Huxtable—I will provide you with what information | can.

Senator ALLISON—I have some more questions on the 12Y% per cent review, but so does
Senator McLucas.

Senator McLUCAS—To finish off on the 12% per cent review, is it the view of the
department that there will be some changes to the policy as aresult of the review?

M s Huxtable—I do not think | could speculate on the outcome of that review.
Senator M cLUCA S—Isthere any indication that the 12%% per cent would change?
M s Halton—Again, we cannot specul ate on that.

Senator M cL UCAS—Is there a potential that there could be an exemption of some drugs
from the policy?

M s Halton—Again, we cannot speculate. | am not aware of it, but we cannot speculate as
to what may or may not happen.

Senator McLUCAS—Ms Huxtable, | already asked you about the length of the review
and you said you do not know how long it is going to take. In a general sense, isit a 12-month
review or will it happen over a couple of months?

Ms Huxtable—I think | said that | expected it to be a three- to four-month review. That is
what | would expect, but we are not the only ones who are part of the dialogue, so it will
depend on what comes out of discussions with industry.

M s Halton—I would say six months, to be safe.

Senator McLUCAS—Thank you.

M s Halton—I have just been accused of having little faith!

Senator MOORE—I have some questions on the 20-day rule, the change that was brought
in. Ms Huxtable, the legidation committee looked at this legislative change, and it has now

come in. Is the department aware of concerns that have been raised about the implementation
of this change?
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M s Huxtable—Certainly issues have been raised with us leading up to and following that.
Some of those issues have been raised by pharmacists and there is some correspondence, |
have been advised, from others. It is still early days.

Senator MOORE—Yes, itis.
M s Huxtable—It took effect from 1 January.

Senator MOORE—What is the process from now on? We had the process of the change
coming in. We had the investigation and those issues were canvassed during the legidlative
process. It has now come in. What happens now with the interaction with the pharmacists,
because they have been expressing their concerns about the implementation? Is it just a matter
of them writing to the complaints area of your department, their local pdliticians or the
minister? Is that the only way or was there another form of consultation?

Ms Huxtable—This was a budget measure. In responding to some of these concerns we
have been keen to restate the objectives of the policy and correct any misunderstanding about
the policy. In the process of implementing this policy, you would be aware that a range of
medicines were exempt from the policy. We are just responding to the questions and issues
that are raised with us at this point.

Senator MOORE—One of the things we talked about during the preliminary round was
the education and awareness need that would have to be addressed across the board but in
particular for doctors, pharmacists and the community. Can you give us any details on what
process was used when the change occurred?

Ms Huxtable—I have in my folder some materials which have been provided. Medicare
Australia would be predominantly responsible for putting out this information to those who
are affected by the rule. | do not know if thisis the sort of thing | can table, but | will seeif |
can provideit to you.

Senator MOORE—No. That would be good. Perhaps you can just draw our attention to
those, because we have particular concerns about the impact of the change and also about the
possibilities for confusion. You would have been aware of the range of issues people were
concerned about, such as access to the safety net. In particular, there is the computer system
Winifred—have you heard of Winifred, the computer system? | have become quite close to
her.

M s Huxtable—Not by name.

Senator MOORE—This system is one that pharmacists use for their own records, and |
am sure it is of interest to the e-health people for getting all the computer systems talking to
one ancther. But it seems there could be a particular issue if drugs are given out and recorded
in this system as to what constitutes the actual 20-day period. It could create some confusion
about where the 20th day cuts in, the 21st day, the 22nd day—that kind of thing. That
particular concern has not been raised with you specifically?

Ms Huxtable—Not directly. | am certainly happy to follow that up with Medicare
Australia.

Senator MOORE—That would be very useful, because to me it is a key issue with the
distribution process. You can only get the drugs through pharmacies. We raised issues
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generally before the change camein about all the things that could be taken into account when
people are doing this, and if there is a computer system in common usage that could cause
some extra confusion it is something that we need to follow up on.

M s Huxtable—Also, we need to know whether that is an ongoing issue or whether it was
an issue at the point of transition.

Senator MOORE—I understand it is ongoing.
M s Huxtable—I| am very happy to follow up on that.

Senator MOORE—That would be good, and if we could get some response back on what
you find out.

M s Huxtable—Sure.

Senator MOORE—Can you remind me so | can get clear in my mind the intent of this
legidation: the 20-day rule was to achieve what?

Ms Huxtable—The intention was to discourage stockpiling, to reduce wastage and to
reduce risks associated with excess medicines being in the community. | would have to say
that there was really no change in the intended prescribing of medicines. It has always been
the case that those medicines where there are repeat scripts and where the 20-day rule applies
should not be dispensed within that 20-day period. This policy does not mean that a patient
cannot get access to that medicine, but that point of access does not count toward their
progress to the safety net.

Senator MOORE—So the onus istotally with the patient in terms of the impact.

Ms Huxtable—The patient still accesses the medicine at the copayment rate—in the case
of concessionals that is $4.70—but that particular point of access does not count towards the
safety net. That isthe point of discouragement.

Senator FORSHAW—It isaform of penalty in contrast with an inducement—
M s Huxtable—I think that would be—

Senator FORSHAW—I know of people who have been to their pharmacist and it has been
pointed out to them, ‘ Look, if you come back in two or three days it will qualify for the safety
net.’ It could be a financial penalty if they seek to have the prescription made up earlier. They
might have a legitimate reason for doing that. They might be going away on holidays or
whatever.

Ms Huxtable—And there is already provision in the act, under reg 24, for it to be
dispensed more quickly in those circumstances.

Senator MOORE—In terms of a review of this particular change, where it has been
introduced and there were issues raised before it came in—it is my understanding that people
have still got concerns—is there aformal review time for it? Will there be a 12-month review
of how it is going, taking into account the Pharmacy Guild—the GPs in particular, who are
the ones who write the prescriptions? Is there a plan for that?

M s Huxtable—No.
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Senator MOORE—Is there a system within your branch to stimulate a review? If there
were enough concerns raised, would it be possible to review the implementation?

Ms Huxtable—I think certainly that, to the degree that we get information, we consider
that. Many of the things that have been raised with us are about clarifying how the policy is
intended to work. | anticipate—and | think we have already seen this—that there will be some
dropping off of those issues as people become more used to the new arrangements.

Senator MOORE—That is always the case with new things—breaking down the fear
barrier. One of the things we have talked about is the fear aspect, but—

Ms Huxtable—I am sorry, if | could just cut in. For example, a lot of the things that we
discussed in the hearing previously, and some of the things that we were dealing with in
November-December last year, were around what medicines this would apply to. | think many
of those issues have now been resolved to everybody’s satisfaction. There was concern that it
would apply to medicines where there is not a sort of regular standard repest regime, and
those things have really been put to bed. There are obviously not the complaints now that we
were getting early in the piece.

Senator MOORE—Does that mean that when complaints are raised, there continues to be
the possibility that things could be resolved?

Ms Huxtable—| would have to say that, in that regard, there was a misunderstanding
about how the policy would work. The way the policy was designed, and as it was announced
in the budget, was that it was always intended that it would only apply to some long-term
therapies, not to every PBS medicine. In that case, it was really a matter of clarifying for
peopl e that this was what was always intended. And also it was a matter of people seeing that
that was how it was going to be implemented, in case there was any suspicion about a
disconnect between what was being said here and what ended up happening. | think those
issues are now largely resolved.

Senator MOORE—Is clear information available at the pharmacists counter so that the
pharmacists and the client know exactly where they fit when scripts arefilled?

MsHuxtable—Yes, | believe so. | can provide you with copies of what is made available.

Senator FORSHAW—I did not participate in that inquiry and | do not want to go over old
ground, but does there have to be 20 clear days between the day a script is filled and the next
day a script can be filled? It might seem to be a slightly esoteric or semantic point—

Senator MOORE—It isavery important point.

Senator FORSHAW—BuUt, as we understand it, a concern has been raised that,
particularly through the use of this computer system, the 20 days is being interpreted as ‘20
clear days between the first dispensing and the second dispensing’'—so you end up with a 22-
day period if you count both days. Is it supposed to be 20 clear days? Is that the interpretation
of the provisioninthe act?

Senator MOORE—That isthe Winifred issue. It is Winnie again.

Ms Huxtable—If day zero is the day of dispensing, then day 20 is the day of next
dispensing. Soit is actually 19 clear days, | think.
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Senator MOORE—ItisthelT issue.

Senator FORSHAW—The problem is that it is being interpreted by some out-of-control
computer somewhere—

M s Halton—Winifred, | believe. Why is the computer a woman?

Senator FORSHAW—Good question. Hurricanes are, too. | suppose it is because they
cause alot of damage!

M s Halton—I will certainly look into the Winifred issue.

Senator FORSHAW—I believe this issue may have been raised directly with the
minister’s office by a member of parliament. If it has been raised with the minister’s office, it
should have been passed on to you.

M s Halton—There may be an awareness of it within the division, but | do not personally
know of it.

Senator FORSHAW—It seems to be an interpretation of the legidation.

MsHalton—As| said, | have not heard of it. But the legidation is clear. We will ook into
it.

Senator McLUCAS—I want to ask about an issue Senator Allison raised which goes to
the success rate for new applications to the PBAC. How many applications have been
received over the last four years for new listings and new applications—that is, where a cost-
benefit analysis has to be undertaken?

M s Huxtable—Can | take that on notice and think about it?

M s Halton—It sounds like an easy question to answer. As you would probably understand,
the trouble is that sometimes a company puts an application in and then withdraws it, and
sometimes a company puts in an application then has a dialogue with the PBAC and
resubmits part of it. So trying to decide what a number is in this space—and | think we have
talked about this before—is incredibly difficult. Isit a bit like asking how long an application
takes.

Ms Huxtable—There would certainly be examples where a company has come to the
PBAC, gone through that process, refined its application and come back. Some have a serial
engagement with the PBAC, while others just go in and that isiit.

Senator McLUCAS—I will ask it in a different way. How many applications have
triggered the PBAC to undertake a cost-benefit analysis? | daresay that only happens once per
application.

M s Halton—No, not necessarily.
Senator M cLUCAS—So that changes as well, as the discussion continues?
M s Halton—Yes, sometimes that work will be redone, essentially.

Dr Primrose—The PBAC has to consider three parameters when it makes it evaluation of
a pharmaceutical—either a new pharmaceutical for the scheme or a new indication for a drug
that is already on the scheme. The first parameters is clinical need: is the underlying disease
that is being treated of sufficient severity to have treatment for it subsidised by the public?
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The second is comparative effectiveness. how the new treatment compares with existing
treatments, which are usually drug treatments but not always. The third parameter that is
always considered is cost-effectiveness. So it is a cost-effectiveness analysis rather than a
cost-benefit analysis. Typically the output of that analysis is cost per additional life-year
gained by the drug or cost per quality adjusted life-year gained.

Senator McLUCAS—So the cost-benefit analysis is iterative as well. Is that what you are
suggesting?

Dr Primrose—Yes. Often if companies have been unsuccessful, they will come back with
a new application which might target the drug to people who have greater need—in other
words, they have a greater risk of developing a major complication or death than the overall
patient population. A cancer drug would be a good one. Rather than applying for all patients
with this particular type of cancer, they would be looking at a subset of patients who fail other
conventional treatments and so those people are at higher risk of succumbing to the disease
and therefore the drug may be more cost-effective in that group.

Senator McLUCAS—Isiit true that the manufacturer of Enbrel has been asked to ‘value
add' to ‘assist Finance in the preparation of the cabinet submission’.

M s Halton—From what are you quoting, Senator?

Senator M cLUCAS—From my briefing paper.

M s Halton—So not a document in the public arena. Just checking.
M s Huxtable—I am not sure what the question was about Enbrel.

Senator M cL UCAS—Has the manufacture of Enbrel been asked to value add? And what
does ‘ value add’ mean?

M s Halton—The answer is no, Senator. Are we in an ongoing process of discussing with
the manufacturer of Enbrel a request that they currently have in play and whether or not that
request meets all the requirements? Yes, we are. The notion of value adding does not mean
anything to us, but in terms of what they have brought forward and whether or not that meets
all of therequirementsis under active consideration.

Senator M cLUCAS—What does Enbrel do?What isit used for?
M s Huxtable—A number of things.
MsHalton—Dr Primrose can give you all the technical answers.

Dr Primrose—Etanercept—the trade name is Enbrel—is a tissue necrosis factor inhibitor.
It acts to block a substance that is produced locally by lymphocytes that causes damage to
tissue. Where thisis particularly relevant is for inflammatory arthritis, particularly rheumatoid
arthritis, for which it is already subsidised on the PBS, after conventional treatments have
failed. | think what you are talking about at the moment is psoriatic arthritis, which isarare
complication of the common skin condition psoriasis. They are the types of diseases. There
may be other automatic-immune diseases for which etanercept may be useful in the future,
oncetheclinical trial programis completed.

Senator McLUCAS—So you are not used to that language, Ms Huxtable—value adding
so that Finance would be assisted in the preparation of the submission to cabinet?
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Ms Halton—To start with, Finance does not prepare a submission, Senator; we do. At the
end of the day, with proposals that come forward from a company on price and conditions—
we talked earlier about the need to ensure, particularly with some medications where it is
possible to specifically target who is most likely to benefit—we are |ooking to ensure that we
manage risk to the PBS. We do that and | have to say we get good cooperation from the
companies in that respect. The fact that we have an ongoing discussion with this particular
company | do not regard as unusual .

Senator McLUCAS—You are going to provide some answers to Senator Allison on the
proportion of approved applications and what their statusis?

Ms Halton—I believe we are going back over the last few years and categorising the
PBAC recommendations that have not resulted in alisting, to the degree that that information
isavailable in the public domain.

Senator McLUCAS—Can you give us an indication of the time taken between the PBAC
recommendation and cabinet approval for certain numbers of them?

Ms Halton—Again, the process is that following the PBAC consideration there can be a
variety of matters to be discussed—price, specific targeting, utilisation et cetera. So it may
well be not a particularly good measure. We can do it but there will be a reason in each case
why something has taken a certain time, which will not necessarily be explainable, based on
theraw data.

Ms Huxtable—I think it would be misleading to provide averages in that regard because
thereality isthat there will be arange.

Senator McLUCAS—There is only a certain group of drugs that have to go to cabinet. |
think itisa$10 million trigger, isit not?

MsHalton—That isright.

MsHuxtable—Yes.

Senator McLUCAS—Itisthat group that | am wanting to know about.
M s Halton—The high-cost drugs?

Senator McLUCAS—Yes. What is the time for each of them between essentially leaving
the department and achieving approval.

MsHalton—The PBAC and |eaving the department are not the same thing.

Senator M cL UCA S—Okay—Ieaving the department and being placed on the PBS. Is that
reasonable?

Ms Huxtable—I am not sure about the concept of leaving the department. The process is
that there is a PBAC recommendation. There is then work done within the department with
the company, preparation of material for cabinet and submission to government. At that point
there may be a decision and an announcement or there may be further discussions with the
company in regard to risk sharing arrangements or the like. It is quite a complicated terrain.

Ms Halton—If the fundamental contention here is that somehow this process is used to
slow drugs being put onthe PBS, it have to say to you that | do not think that is the case.

COMMUNITY AFFAIRS



Wednesday, 31 May 2006 Senate—L egidation CA 45

Senator McLUCAS—I am trying to test that. Let us get some data that shows the price-
volume negotiations, you get to a point where the department has an arrangement with the
manufacturer and there is a point where that is then transferred to the minister.

MsHalton—Yes, sotheissueis: what isthat period?

Senator McLUCAS—From that point to approval, could you give us an indication of how
long it takes for each high-cost drug? It isall in the public arena now, so they are named.

M s Halton—Assuming we have the records, Senator. We will have to look to see whether
we have a standard way of measuring that, but we will see what we can do.

Senator ALLISON—I do not know whether it is possible to receive other information in
that process—that is, where the cost recommended by the PBAC changes during that process,
if you know what | mean. | would be interested to know how many of those drugs are
negotiated down from the recommended price by the PBAC.

Ms Halton—I am struggling with how we will operationalise that. Essentially the PBAC
have a view on cost-effectiveness and then we negotiate on price and on the targeting of a
drug—assuming in most of these cases that we know who the drug should be targeted to. |
cannot think of a circumstances where we have listed and where it has been above the range
of what the PBAC has considered. | do not know which drugs are going to fall into the
category you have nominated.

Senator ALLISON—The reason | ask this is because you indicated earlier that ultra-low-
dose contraceptives have not been listed, and you are going to get back to us about whether
the price at which they were approved by the PBAC for cost-effectiveness differed by the
time the negotiations took place with the applicants.

M s Halton—We need to go back and have a look at these particular cases. Essentially it is
the case, as we understand it, that if the PBAC recommends for listing then it is just a
question of us finding an acceptable price. If the company then came in and asked for a higher
price than was anticipated by the PBAC—

Senator ALLISON—I understand that. But you understand why we are interested in this.
It would be possible through this price negotiation for none of these drugs to be made
available just because the product does not meet whatever you, the department or the minister
or cabinet, decide should be the price for them, as opposed to the PBAC and its cost-
effectiveness. Presumably it says: ‘Here is the price. Is it cost-effective at that price? Yes or
no.’

Ms Halton—No, we need to understand there is another concept in here, and that is the
question of the individual cost versus the total cost. For example, PBAC comesto aview and
says, ‘In this target patient population on these indications, yes, we will give thisatick.” But
then we need to find a way of making sure, firstly, that the price is acceptable but then,
secondly, that the aggregate of expenditure on that product is not going to be greater than we
anticipate because it ends up being used in away we did not anticipate.

Senator ALLISON—Leakage. | understand leakage.

Ms Halton—Yes, leakage, so 300,000 people start using this product instead of the
150,000 or the 100,000 that we believeis clinically appropriate or estimated.
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Senator ALLISON—So part of your negotiations is not just cost but about how we
prevent leakage.

M s Halton—Yes, which is the aggregate of cost, of course.

M s Huxtable—Which is the concept of having some sort of cap. So thereis an expectation
agreed between government and the company about what the cap or ceiling of expenditure is
likely to be. Then we often have some arrangement that if it exceeds that then there is some
rebate back to government with regard to usage over and above that. | would say that these
risk-sharing arrangements are evolving. They are more prevalent now than they probably
werein the past.

M s Halton—Very much so.

Ms Huxtable—And we are finetuning some of those things in discussions with the
industry. But certainly the intent is that the total exposure is in the order of that which was
expected at the time the PBA C recommended that this drug be listed. So utilisation is areally
important part of that discussion.

Senator McLUCAS—Can | come back to the 12Y% per cent review. Was that slated from
the beginning? Was it always proposed that there would be areview at this point in time?

M s Huxtable—Yes, there was a commitment early on to review that policy after a year.
Senator M cLUCAS—After 12 months?

MsHuxtable—Yes.

Senator McLUCAS—Could you explain the six plus six or the six and six policy?

Ms Halton—More detail, Senator: six plus six? | know about five and five—that is about
female secretaries—but with six plus six | am struggling.

Senator McLUCAS—Is it a palicy of the department that six weeks prior to a budget and
six weeks after a budget a submission cannot be made to cabinet for the listing of a
pharmaceutical ?

Ms Halton—I do not think the minus six is part of that six plus six. The first six is
relevant. We take things to cabinet right in the run-up to the budget. | know from this budget,
because | tested it on several occasions, that the final print deadline for the budget was the
weekend before the actual budget. Any decisions taken up until then were in the budget
documentation. You would be aware that, under the Charter of Budget Honesty, governments
do not take decisions in the period immediately after a budget. If they could have reasonably
been expected to know that they were going to take that decision, they therefore should have
published the details of such a decision in the budget. Essentialy, thereis no prohibition on us
bringing forward a submission in the run-up to a budget, just as we currently do. Anything can
get into the budget right up until the close of the print deadline, and that is the case. If we
have something that is unforeseen it can and does get dealt with in periods immediately after
budget. | can think of a couple of circumstances where something has emerged relatively
quickly, but it was genuinely unforeseen and those matters get dealt with. In terms of the
process that we have for submissions, the practical issue can often be having a cabinet
meeting to put something on the agenda for.
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Senator M cLUCAS—Have you heard of that policy?

M s Halton—We have never heard of such a policy.

Senator M cLUCAS—You have a name for it now.

MsHalton—Yes, it isagood name. If ever | amto have one, | shall certainly call it that.

Senator ALL1SON—How much money is anticipated to have been taken out so far by the
12.5 per cent of the PBS? Do we have figures on that?

M s Huxtable—No. We have talked about the savings that were anti cipated across the four
years. Part of the purpose of the review that we are about to undertake is to look at those
savings and whether those savings have been achieved in the first year. But we are still doing
the analysis around that. Obviously, we are till part way through the financial year in which
this policy hastaken effect for the first time. We are still working through that, but that will be
part of that discussion we have with industry as part of the review. The review of savings is
the foundation of that discussion.

Senator ALLISON—Isit possible to give us some figures on how much has been paid in
the special patient contributions on medicines so far? | did ask you some questions about
which ones.

M s Huxtable—I would have to take that on notice. Medicare Australia, | am sure, would
have that information.

Senator ALLISON—Do we know how many have sought and received exemptions
through their doctor?

M s Huxtable—We will get that information at the same time.

Senator ALL1SON—Have you received any feedback from the doctors on how difficult or
how much of a nuisance, if | can put it that way, dealing with the exemptions has been? Are
there some doctors who are not doing it?

Ms Huxtable—I| am certainly not aware of that specific issue being raised. In the case of
most of these medicines, perhaps even all, they are authority medicines in any event. So, in
any event, they would have to ring up to get authority. Thisis part of that authority phone call
they would be making anyway. Certainly it has not been raised with me and | am not aware of
it being raised within the division.

Senator ALLISON—Do you have a sense yet whether most of the 12 per cent saving is
coming from patented products or most from generics?

M s Halton—No, we do not make any distinction. Until we have |looked at the issue, as we
have said we will, | do not think we should speculate. We have not considered it.

Senator AL LISON—We would expect that to come through.

Ms Halton—Potentially. It depends. As Ms Huxtable has indicated, we do not make that
distinction and whether we will go to that fine level of analysis when we do look at it, |
cannot yet anticipate, but we will certainly be minded of your interest.

Senator ALLISON—Can | ask you how the 12 per cent works with a new drug to be
brought to Australia which is already a generic? Does the 12 per cent still apply to it if another
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generic thenis applied for? | know we are moving from patented to generics, and that is what
this whole programis about. | am sure thisis fairly rare, but nonetheless, how doesit apply?

Ms Halton—If | explain how it works, that might answer the questions. Within a reference
pricing group, the first generic to come into that group triggersthe 12.5 per cent and it applies
once only to that group. In a group you have something on patent, and it goes off patent. A
generic manufacturer comes along and says, ‘Right, | will now apply to list my generic
version of' —whatever.

Senator ALLISON—BuUt | am talking about the circumstances where we do not start with
a patented drug. We do not have the patented drug here, for instance.

M s Halton—You are talking about a group which is not patented?

Senator ALLISON—Has been, but is no longer. The generic drug is applied for through
the TGA. They need to put in their fee of $200,000 to get it approved. And then does the 12.5
per cent apply from day one?

MsHalton—It isjust a new brand of an existing drug.

Senator ALLISON—Yes, but not an existing drug in this country.
M s Huxtable—But then it won't be on the PBS, will it?

Senator ALL1SON—Correct.

M s Huxtable—So it won't be in the reference pricing group.

M s Halton—So what you are basically saying is—I have to say | don't think thereis such
a thing but | could be corrected. There is a chemical entity which is not currently on the
PBS—

Senator ALL1SON—Caorrect.

M s Halton—When somebody first appliesto get it registered, and when they first apply to
have it listed on the PBS, and it is not in any other group, does 12.5 per cent apply? The
answer to that is no, because it is not in another group. So it comes on at whatever price is
agreed.

Senator ALLISON—What if another generic manufacturer competitor joins the market
and goes through the same process, which may take place in a matter of weeks or months or
whatever, does the 12.5 per cent again apply?

Ms Huxtable—If there is a drug or a molecule that has been listed on the PBS and it is
sitting on its own in its own class, there is then an application to the PBAC for a new drug
whichis equivalent to that drug and it is cost minimised to that drug.

Ms Halton—So it is a new brand of the same drug. If this new thing, in a new group, is
already an off-patent product, | think the answer is no, but | have to say | think the likelihood
of thisis zero.

Senator ALLISON—Nonetheless, we need to know how it works should it not be zero.
M s Halton—Sure.
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Ms Campion—Senator, just going back to your example, with the first drug that came in,
it wouldn't have triggered the 12.5 per cent because it was the first drug of that type. If
subsequently a generic version of that same drug were to apply to be listed, it would trigger
the 12.5 per cent becauseit is anew brand of the drug.

Senator ALLISON—That is precisely my question. It does trigger it. It does not trigger it
in the first listing. But the second listing, which may be only a matter of a week or two, or a
day, for that matter, would trigger the 12.5 per cent.

M s Campion—It isa new brand of that originally listed drug, yes it would.
MsHalton—And the originally listed drug is off patent.
Senator ALL1SON—Correct.

Ms Halton—Which we think is highly improbable. | am hard-pressed to think of what
such a drug would be.

Senator ALL1SON—Let me prompt you with mifepristone. It may end up in a group with
something else.

M s Halton—Let us not speculate about that particular drug.

Senator ALLISON—It isit not entirely hypothetical, nor speculative.
MsHalton—It isin terms of how the PBAC might treat it.

Senator ALLISON—Thereis an alternative to the PBAC?

M s Halton—No, we don’t speculate about the how the PBAC might regard any particular
product coming forward, whether we put it will put in a group or something else.

Senator ALLISON—What we are dealing with here iswhat isthe law and not the PBAC's
way of dealing with it. If the act says that the 1242 per cent applies if another generic comes
along, then that is what happens. What has it got to do with the PBAC?

M s Huxtable—We are talking in this case about how the 12Y% per cent policy works. It is
not in the act. It is through administrative guideline, but that is by the by. We are talking about
the administrative process around that.

Senator AL LISON—Does that administrative process allow for some exemptions or some
exceptions or variations?

Ms Campion—Yes; we have a guideline developed that we have disseminated to the
industry which indicates what particular situations will trigger the 12%% per cent occurring and
when the 12% per cent won't apply and also when the 12% per cent will flow on to other
drugsto whichit islinked or which are linked to the drug that is triggering the 12%% per cent.

Senator ALLISON—Can you take me through the processes then that might lead to a
decision other than applying the 12 %2 per cent might make? Who makes that decision?

M s Campion—The administrative guideline defines the two situations where the 12Y% per
cent will be triggered, which is a new generic brand, or a new pseudo-generic. So a pseudo-
generic is where it is still on patent but there is a licensing agreement between the patent
holder and the new company. So those are the situations where it will be triggered. If it does
not meet those criteria, then the 12%% per cent is not triggered. So no reduction is required.
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Senator ALL1SON—Would you go through that again? | did not quite catch that process.

M s Campion—If the new brand to be listed is not a new generic brand, that is, the drug is
still on patent—

Senator ALLISON—Which is not the case, not what | am asking about.

Ms Campion—Or not a new pseudo-generic, so it is not a licensing agreement between
two companies, then the 12% per cent will not be triggered.

Senator ALLISON—I still do not understand; | am sorry.
MsHalton—This is actually phenomenonally complicated, Senator.
Senator ALLISON—Obviously.

Ms Campion—We can provide you with a copy of the administrative guiddine, if that
would help. | don't think we' ve got one here to table, unfortunately.

Senator ALLISON—Just say it again, and I'll really focus onit.

M s Campion—New brands can take a variety of forms. | guess that is what we are talking
about. The 12 % per cent only applies to a sub group of new brands that apply to be listed on
the PBS. It istruly a new generic brand of a drug. It goes back to that patent issue: is the drug
still on patent or isit not? If it is on patent, and it is a new brand, then it does not trigger the
1244 per cent. The other situation, as | said, is a pseudo-generic. So if it is anew brand that is
aresult of alicensing arrangement between a patent holder—

Senator ALLISON—So there is no scope for a variation on the basis of it being a new
brand but off patent, and then a subsequent new brand of the same drug also being off patent.
There is no scope for any variation to the 12% per cent applying once that second new brand
comesinto play?

M s Campion—No.
Senator AL LISON—So there are no exemptions whatsoever.

M s Campion—No. The only exception would beif the 1242 per cent has already applied to
that—

Senator ALLISON—Which wouldn't be the case in the situation | described.
M s Campion—No.
MsHalton—If it were a brand new class second brand it applies. If it is off patent.

Senator ALLISON—You have said there are no exemptions to it, so there are no
exemptions. Under any circumstances?

M s Halton—Not that we have had yet, Senator. We will give you a copy of the guidelines,
if you like.

Senator ALLISON—Just to be clear, in those circumstances, the second brand, provided it
was bioequivalent, would not need to go through the TGA process. There would not be a
reason to—

MsHalton—Thereis still a TGA process.
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Senator ALLISON—It would still be $200,000 to go through that process, regardless?

Ms Halton—I cannot give you precise figures because they keep updating their schedule,
but essentially they have to demonstrate to the TGA's satisfaction that the manufacturing
process is acceptable and, indeed, that the chemical entity is actually contained at the rel evant
strength in the product they wish to bring to the market. So there is a registration fee.
Precisely what it is| cannot tell you off the top of my head.

Senator ALLISON—BuUt presumably it would be lower than for the initial application,
which has to demonstrate a whole lot of other things as well.

Ms Halton—The first registration application for a product is obviously a more onerous
process because you have to demonstrate a whole series of things, but the redlity is we do
have basically a piggybacking of the same entity if it is moving from—

Senator ALLISON—The TGA will be able to tell us about the different fee structures.
M s Halton—Yes, they can tell you the costs, absolutely.
Senator ALLISON—We will go to them.

Senator M cLUCAS—I want to ask about progress on the listing of statins for an expanded
group. | understand there was a report of the PBAC in June 2004 that recommended access to
statins for an increased group—I think it is people with high risk of heart disease. Can you
remind us about the June 2004 recommendation?

Ms Huxtable—There was some work done by the PBAC that was finalised around the
middle of 2004 which looked at the criteria around the lipid-lowering drugs. | am not aware
that the outcome of that work has actually been made public, though. | do not believe it has.
Government has not yet finalised its consideration of that report.

Senator McLUCAS—Are you aware of aletter from 17 cardiologists that has been sent to
the minister about thisissue?

M s Huxtable—I have seen a copy of that letter. | think it camein around last Friday.

Senator McLUCAS—Yes. Is the letter correct when it says, ‘ Since providing the PBAC
with the above recommendations,” which were that statins be provided for three specific
patient groups at high risk, ‘there have been further studies done that prove the benefit of
lipid-lowering drugs and the importance of making them more widely available to patients at
risk'?

M s Huxtable—I have a copy of the letter here.

Senator McLUCAS—This s at the top of page 2. The suggestion is that further evidence
has come to light even since June 2004 that statins should be more broadly available. Is that
correct?

Ms Halton—As Ms Huxtable has indicated, there is no doubt that the PBAC has on
several occasions in the recent past—we have already had the conversation about
atorvastatin—considered the issues in this area. This particular issue—I have not seen this
piece of correspondence; | am about to read it now—is something which the government has
under consideration.
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Senator McLUCAS—Could you give an indication to the committee of what the saved
expenditure isfor the delay in listing on the PBS of statins for these indications?

Ms Halton—No, because essentially there are a range of issues in relation to the use of
statins which go to a whole series of things. The questions of statins, the 12% per cent, what
has happened with the delinking of some products and the use of statins in a therapeutic sense
more broadly are not just issues for the PBS and for the PBAC. So to say there has been a
delay is not a contention which | would agree with prima facie. The reality is there has been a
range of evidence over a period of time sought about a whole range of things to do with
statins, including, as | have indicated, particular products that are already there and the
utilisation that they have and they should have. So to say there has been a delay in something
I think isjust not accurate.

Senator M cL UCAS—But there was a recommendation in June 2004 for increased access
to statins by people at risk of heart disease.

MsHalton—No.
Senator M cL UCA S—Those indications have not been approved to go on the PBS?

Ms Halton—No. This correspondence talks about recommendations made by a forum.
Fora are quite at liberty to make a whole series of recommendations. The process of
considering recommendations and acting on them does not necessarily come at the discretion,
interms of timing, of this specific forum.

Senator M cLUCAS—Who called that forum together?
M s Halton—On that | am not sure. | would have to take that on notice.
M s Huxtable—The PBAC.

Senator McLUCAS—ANd the purpose of it? The forum of cardiologists was pulled
together on request from the PBAC for what purpose?

M s Huxtable—The purpose was to look at the use and cost-eff ectiveness of lipid-lowering
drugs.

Senator McLUCAS—So asking the question: would it be useful to increase access by a
larger group of people to these statins?

Ms Huxtable—I was not at the forum. | do not know exactly how it was conducted. But
my understanding is that the PBAC was interested in looking at the appropriateness of the
current thresholds, the appropriateness of the existing models that look at risk with regard to
the use of lipids and the cost-eff ectiveness implications of those things.

Senator McLUCAS—So the forum made a series of recommendations to the PBAC. Is
that right?

Ms Huxtable—I am not sure of the exact status of those things but certainly there was an
engagement with specialists and stakeholders in the area, which formed part of the
information that the PBAC considered when going to government with regard to those things.

Senator McLUCAS—Has the PBAC, following that forum, made a recommendation to
government about increasi ng the access to statins of people with potential heart disease?
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MsHuxtable—As| said, | do not think that what the PBAC said in thisregard is publicly
available because it is still being considered by government. This is different from the PBAC
considering our listings. This was another piece of work they were asked to do by
government that does not fall within their—

M s Halton— Normal ambit.

M s Huxtable—It istheir broader role, rather than their specific listing role.
Senator McLUCAS—Thisis not following an application by manufacturers.
M s Huxtable—No. That isright.

Senator McLUCAS—This is being instigated by government. Did cabinet ask the PBAC
to do thiswork?

M s Halton— The government asked.

Senator McLUCAS—This falls out of the norma advices. When the PBAC makes a
decision about an application, that is public, | understand.

Ms Huxtable—Yes, that is right. From time to time the PBAC has asked its views about
specific things to inform government, in government itself coming to a view about those
things. That is different from PBAC making a recommendation with regard to the listing of a
particular drug.

Senator McLUCAS—Can | take it that PBAC has not recommended increased access to
these statins for people with highrisk of heart disease?

M s Halton—You cannot take anything, Senator, because the matter is with government for
consideration.

Senator McLUCAS—Thank you.

Senator ADAMS—My question relates to some updating on herceptin for early breast
cancer patients. Has the TGA reported in its evaluation? When will a decision be made on
whether it is on the PBS?

M s Huxtable—There has been an application for hercerptin to be listed on the PBS, which
will be considered at the July PBAC meeting. In regard to the TGA evaluation, a
preconsideration of a consideration by the PBAC is the drug has been approved for marketing
by the TGA. | am pretty sureit is public knowledge that that has occurred.

Senator ADAM S—It is available now, but it is about the availability for early breast
cancer?

Ms Huxtable—Yes, it is available now for late stage breast cancer. The PBAC will
obviously be looking at that application at its July meeting.

Proceedings suspended from 12.41 p.m. to 1.52 p.m.
Australian Radiation Protection and Nuclear Safety Agency
CHAIR—The committee will now deal with ARPANSA, and | welcome Dr Loy.

Senator FORSHAW—Dr Loy, | want to take up with you a few of the comments and
observations you made in your annual report. | do not think we have seen you at estimates
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since June last year due to time pressures which meant that we were not able to deal with
ARPANSA on the last two occasions. Firstly, | note that on page 10—I believe you have a
copy of the report with you—you made the statement that you hoped that the second edition
of the National Directory for Radiation Protection and codes of practice would be approved
by the Radiation Health Committee and that a mining code and codes of practice in
radiotherapy, dentistry and veterinary practice would have been published.

You also went on to say you were overly optimistic in expecting that a second edition of
the national directory could have been published during 2004-05. You went on further to say
that a condition was imposed on the approval of the first edition by the Australian Health
Ministers Conference that required a revised regulatory impact statement. Could you tell me
where each of the various directories and codes of practice are at? What has been approved,
what is pending approval, what is with the minister and will they be completed within the
current financial year?

Dr Loy—Just as background, the National Directory for Radiation Protection is meant to
be the template for national uniformity of radiation protection in Australia, so it is a document
that has to be agreed with all the states and territories and is subject to a regulatory impact
statement assessment process. That makes it all quite complicated to achieve.

The first edition has now finally been through all the hurdles. As | said in the annual report,
ministers asked for further work on the regulatory impact statement. That has been done, it
has been back to ministers and they have now finally signed off on the first edition of the
national directory, which sets the basic framework and a number of the important parts of the
directory. With the second edition, the Radiation Health Committee has agreed the great bulk
of the content. There are still someissues to be finalised that will go to the next meeting of the
Radiation Health Committee in July and then it will be out for public comment, together with
the regulatory impact statement.

Senator FORSHAW—Wheat is the substantial difference between the first and second
editions?

Dr Loy—It is filling out more detail. The first edition established the framework and the
second edition, if you like, is putting more flesh on the bones.

Senator FORSHAW—So it is not a replacement—
Dr Loy—No.
Senator FORSHAW—It is complementary.

Dr Loy—That isright. It isafurther step down the road to national uniformity, if you will.
One of the difficult issuesis the degree of coverage of non-ionising radiation to be undertaken
in the national directory. That is still something that is pretty new to most states and territories
and thereis still afair debate about how far we go with that. It will certainly cover mining and
minerals processing because the code of practice on radiation protection in mining and
minerals processing has now been agreed and published. The major ones that are still under
devel opment are—

Senator FORSHAW—I am sorry, what was that you just said about the mining and
minerals processing?
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Dr Loy—Thefirst edition of the directory did not apply to mining and minerals processing
because there was a new code of practice still under development. That has subsequently been
completed. Of course, states and territories can pick it up anyway, but it will be included in
the second edition of the national directory.

Senator FORSHAW—I was going to go on and ask you about that. So the code of
practice for radiation protection and radioactive waste management in mining and mineral
processing has now been compl eted?

Dr Loy—Completed and published. In relation to the major ones outstanding, we have
completed one on dentistry, but the major medical codes of practice—radiotherapy, diagnostic
radiology and nuclear medicine—are in an advanced stage. They are essentially completed,
but the regulatory impact statement process is taking time to be completed. We are going to
try and have one regulatory impact statement covering those three codes of practice.

Senator FORSHAW—That is radiotherapy, dentistry and veterinary?

Dr Loy—No, that is radiotherapy, nuclear medicine and radiology. Dentistry is published.
Veterinary practice seems to arouse passions amongst people who are interested in it.

Senator FORSHAW—You said you hoped that it would have been published by now—
Dr Loy—I did.
Senator FORSHAW—s0 obviously they are very passionate.

Dr Loy—The public comment process brought forth a raft of quite difficult issues to
address. We simply have not had the time and resources to address them as yet but, hopefully,
we will be able to do so this year.

Senator FORSHAW—In each of these cases, what does the public comment entail? Is it
just calling for submissions generally from the public?

Dr Loy—Yes. In each case, once we approve a draft code of practice, we also develop a
draft regulatory impact statement, get that approved by the Office of Regulatory Review and
then publish the two things together, the draft code of practice and the regulatory impact
statement. We call for public submissions, notifying people who we know will be interested,
but otherwise it isa public call. The practiceis that the working group that has devel oped the
code of practice must take into account all the public comments and provide to the parent
committee a response to each of the public comments and how it has dealt with them in the
final code of practicethat it is putting forward.

Senator FORSHAW—What about the code of practice for security of radioactive sources,
which you refer to on page 117? Is that encompassed in any of those others you have just
mentioned or isthis separate?

Dr Loy—No, that is another new one. That is a general code of practice for dangerous
radioactive sources. That has been out for a period of public comment. We have the public
comments and the working group devel oping that code of practice is considering them now.

Senator FORSHAW—I noted you said you were once again too optimistic in expecting
that to be completed. You are full of optimism, Dr Loy.

Dr Loy—Yes.
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Senator FORSHAW—Again, | say that with respect. | actually do thank you for the
summary that you provided on all of that in the report, but it was quite complex in some
respects. You also indicated in the report you had sought the advice of the Nuclear Safety
Committee on some aspects for the operating licence for the OPAL reactor at Lucas Heights.
That was in relation to radioactive waste management and the operating organisation
proposed for the reactor. This again is at page 11. Presumably you got that advice. What has
happened?

Dr Loy—Yes, | have received that advice. It is available on the ARPANSA web site. |
made it available to ANSTO for their comments and received a set of comments from
ANSTO, which have also been published on the web site. So that advice is available to me
and also in the public arena.

Senator FORSHAW—The radioactive waste management issue is integral to your final
approval for the operating licence, isn't it?

Dr Loy—Itis certainly one of the major issues, yes.

Senator FORSHAW—What is the latest with the application for the operating licence
which has been lodged? | think it was anticipated that it would be finalised in the near future
or certainly this year. Related to that of course is whether or not ANSTO will need to make
further application for an extension of the HIFAR licence if there is some overrun on time.
What isthelatest in relation to all that?

Dr Loy—We are certainly at the pointy end of the process. If you like, the last major
activity under the construction licence was the cold commissioning of the reactor—that is, the
commissioning of all the reactor systems without nuclear fuel. That was completed some time
in May. | have received a report from ANSTO on the outcomes of the cold commissioning
and, of course, my officers inspected many parts of the cold commissioning and are writing
their own assessments of that. A summary of the cold-commissioning report, and a
construction and commissioning report are available on our web site. The Nuclear Safety
Committee is also getting briefed in detail about the cold commissioning. | think it is meeting
on 16 June. It is fair to say that a lot of my technical assessors are still buried under a
reasonably small mountain of documents and continuing their assessments, but we are
reaching the end game and | anticipate being in a position to be able to make a licence
decisioninaperiod that is probably better measured in weeks rather than months.

Senator FORSHAW—You can take my next question on notice—I am trying to rush
through my questions in the interests of time and other senators who have questions. | know
that a number of public forums were held. Would you provide the committee with alist of the
public forums that you held on the application for the operating licence? | am not sure how
many there were, but | think there were a number.

Dr Loy—There was one public forum held in Sydney on 8 and 9 December.
Senator FORSHAW—Were there other ones besides that?

Dr Loy—Not for the operating licence, no. There have been two rounds of public
submissions, which have now been completed, but there was a public forum in December.
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Senator FORSHAW—S0 there was only the one. | was aware of that one. | thought there
were others. There is no need to take it on notice; you have answered that. | do not want to
pre-empt your decision, and | am sure you will not tell me what it is going to be anyway. |
asked you about the potential for an application by ANSTO for an extension of the HIFAR
operating licence. Have you been given any indication that ANSTO may be seeking an
extension or has any application been lodged with you in that regard?

Dr Loy—There has been an indication from ANSTO that | guess their planning timetable
puts the shutdown at HIFAR into early 2007—from memory, February. That was simply a
statement to that effect. If that turns out to be what happens in practice, it really would not
give me any significant difficulties

Senator FORSHAW—I know we discussed that at some length back in June last year. Are
you able to give me a report on how you have gone with implementing the 19
recommendations of the performance audit by the Australian National Audit Office? | do not
expect you to run through each of the 19 now, but maybe you could give me an overall picture
and supplement that with some further material, if that is available. You do refer to it in the
annual report and that you are hoping to deal with all that in this current year.

Dr Loy—VYes. For the past 12 months | had in place a regulatory review team that was the
centre of organising responses to the ANAO recommendations. It completed its work at the
end of March. In summary | think we could say that the majority of recommendations we
have implemented, but a number are still in progress. Of course, even the ones we have
implemented are still matters of continuous improvement. Subsequent to the completion of
the regulatory review team's work, | restructured the regulatory area so that there is a
regulatory and policy branch that deals overall with the regulatory function; and, separately, a
nuclear safety unit that is the centre of technical expertise on nuclear safety. So the regulatory
and policy branch are now the leader in further finalising the ANAO recommendations. There
is an external committee that works with us to oversee our implementation of the
recommendations. We are working with it to bring, if you like, a finality to it by around
August this year.

Senator FORSHAW—I also recall from an earlier discussion about the ANAO report that
this would involve some extra work for and cost to ARPANSA, which you would have to
endeavour to bear internally within the existing budget. | note from your projected figures that
you are forecasting a deficit of $536,000 for this year. Can you explain to me the cause of
that, how you have managed to accommodate dealing with all of those recommendations and
the impact that that has had upon the normal work that you have been otherwise expected to
perform?

Dr Loy—The deficit is an artefact of a complicated set of arrangements about our
Comcover premium, our insurance premium.

Senator FORSHAW—So it does not relate to—

Dr Loy—No, it was a clawback that was arranged. The Department of Finance and
Administration wanted to arrange to claw back some of the excess premium they put in our
budget the year before, but they allowed us to run at that loss to overcome it. The
readjustment of priorities to tackle the regulatory review team work and further response to

COMMUNITY AFFAIRS



CA 58 Senate—L egidation Wednesday, 31 May 2006

the ANAO recommendations has been managed internally by reorganisation of priorities and
some work has simply been put aside.

Senator FORSHAW—What sort of work?

Dr Loy—I really could not be specific. It isjust simply a matter of some of the team came
out of the corporate area, some of them from the regulatory branch itself. In general, there
would have been lower priority work not done, but | could not put my finger on it and say it
was precisely this or that.

Senator FORSHAW—Sorry, | have just found that reference to the Comcover premium
supplementation. | was dlightly askew on that. The other issue | want to touch on is the report
prepared by ANSTO for the government and which | understand is going to cabinet. There is
a summary on the ANSTO web site. There has been some publicity about it in the last few
days. This is about the comparison of nuclear power as against coal for production of
electricity. Was ARPANSA consulted by ANSTO or anyone? Did you have any input into the
preparation of this report?

Dr Loy—No.

Senator FORSHAW —Were you aware that it was being undertaken by ANSTO?

Dr Loy—I was not, no.

Senator FORSHAW—When did you first find out that it was?

Dr Loy—I think | read it in the paper. That is not to say there might not have been some
exchange at officer level, but certainly | was not aware of it, nor did | expect to be.

Senator FORSHAW—Why not?

Dr Loy—The summary of the report indicates that it is an economic analysis of nuclear
power versus other energy options, whichis not my field.

Senator FORSHAW—BUt you are charged with the ultimate responsibility of issuing
licences under the ARPANSA Act.

Dr Loy—The ARPANSA Act prohibits me from issuing a licence for a nuclear power
station.

Senator FORSHAW—That is precisely what | was going to say. At the end of the day, you
could have all the studies in the world but under the current legislation you are prohibited
fromissuing alicence for that.

Dr Loy—And therefore a Commonwealth entity is prohibited from preparing a site and
constructing or operating a nuclear power plant.

Senator FORSHAW—I could not have put it better myself, Dr Loy. | would have thought
it might have been of some interest to ARPANSA. Again, | am not criticising you. You
obviously were not advised about it—that is clear. You are not able to say you cannot recall
because you were not advised. | just find it somewhat interesting that ANSTO produces a
400-page report, which you cannot prepare overnight, and at no stage is ARPANSA even
made aware that that work is being done—and that work was being done by a consultant to
ANSTO. | will no doubt pursueit with ANSTO.
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Dr Loy—I will make one remark. If Australia discusses the use of nuclear energy to
generate eectricity, the issue of the safety of nuclear power plant will obviously be very
important in that discussion. | would expect people might ask me what | have to contribute to
that part of the discussion. Were that to occur, | would tell them, but ANSTO preparing a
report on the economics of nuclear energy is interesting and—

Senator FORSHAW—One of the issues that they went to was apparently—I have not
seen the full report—the economics of the safety, that is the insurance cost, of these facilities.
| wanted to raise it with you because | wanted to ascertain whether or not ARPANSA have in
any way been advised, consulted, informed or asked to make a submission. But clearly you
were not.

Dr Loy—Correct.
Senator FORSHAW—Thank you, Dr Loy. That isall | have at the moment.

Senator CROSSIN—I want to go to the issue of the waste dump in the Territory—I could
probably sneakily say we might just sort of muck around on this for a little while, given
devel opments here—north of Tennant Creek. Where is the process of finalising the guidelines
up to now that public comments have been received?

Dr Loy—Yes, the public comments have been received. | think they are now on our web
site as well, though | think we have a promise of a couple more still to come. But we have
published the ones we have received so far. The process from hereoninisto examine the draft
guidelines in the light of each of those public comments and respond to them. To be honest,
al | can say now is that, while | have quickly read the public comments, | really have not had
the time to go through and evaluate them at this point simply because of the OPAL licensing
project.

Senator CROSSIN—So you personally respond to each of the comments and provide
comments back to people who have submitted to you?

Dr Loy—We would prepare a new version of the guidelines and a response to the public
comments. That response may be that the comment said, ‘ Change the guideline this way,” and
the answer is, ‘The guideline is changed that way,’ or it may be some other more discursive
response to the comment. But there will be a response to every public comment, and again we
will publish that on our web site.

Senator CROSSIN—How long do you expect that process to take?

Dr Loy—I think | have tended to err on the side of optimism too often, but | would expect
it to take another—

Senator CROSSIN—BY Christmas?
Dr Loy—Certainly, yes. | would talk about another two or three months.
Senator CROSSIN—How many comments or submissions were received?

Dr Loy—I think the total was—and | am going from memory here because | do not have
the paper in front of me—of the order of 370. Again, as you would expect in a process like
this, the majority of them were the same letter that people had signed. The substantive
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submissions numbered about 14 or 15 and, as | said, | think we will be receiving a couple
more |ater.

Senator CROSSIN—I have asked you before about who in fact was sent those guidelines
and you have supplied an answer to me: Greenpeace, Friends of the Earth, ACF. As | recall,
there were no organisations in the Territory, and the guidelines were not rel eased with a press
release. Can you give me an explanation for the lack of action on both parts?

Dr Loy—We certainly were not trying to hide them. That is not the point of the process. To
the extent that we can get people to comment on them, that is good from our point of view. So
there is no intention to try to sneak them under anybody’s radar. The people whom we notified
were, if you like, on our list of people we normally notify about issues that we have out for
public comment. Of course, we also brought it to the attention of the state and territory
regulators through the Radiation Health Committee. So we were operating in our normal
style, telling the people whom we normally tell, putting it up on the web site and trying to
draw attention to it as far as possible.

Senator CROSSIN—Did you end up sending a copy of the guiddines to the land councils
in the Northern Territory? Given that this is a most unusual situation where we have had
legislation amended that allows the land councils to nominate a site, were they sent a copy of
the guidelines? They would not be your normal constituency, but this has not been a normal
process.

Dr Loy—No, | am not aware of their being sent a copy in the first instance. It may have
happened subsequently. But, as | said, we are not hiding from anybody. We put this up on the
web site and made it something that anyone could respond to.

Senator CROSSIN—So you are saying the land councils subsequently did get the
guidelines to comment on?

Dr Loy—We certainly have a public submission from, | believe, the Central Land Council.
I might be wrong there, but | believe so.

Senator CROSSIN—You may well have. | am not sure whether it is because you sent the
guidelines to them. We also alerted people through the media that they were out there.

Dr Loy—Good.
Senator CROSSIN—I am just wondering whether | am doing your work for you.
Dr Loy—Thank you.

Senator CROSSIN—Will each and every other stage be notified by press release? How
will people know when you have actually responded to those responses?

Dr Loy—Given that we have now received a set of public submissions, we know we have
another audience that we will communicate with. So, when we have something that is a
response to those public comments, we will obviously go back to those people and say, ‘ Here
is our response to your comments,” and inform them of that. Bear in mind thisis a piece of the
process whereby it is a statement of our regulatory guidance, what we will be looking for in
an application from DEST for these facilities. Once we get that application, that will then go
through the process laid down in our act.
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Senator CROSSIN—Assisted by the guidelines you are now devel oping; is that right?

Dr Loy—Yes. The guidance is there as guidance both to the people who will assess the
application and to the people who make the application so they know the information they
need to providein their application.

Senator CROSSIN—Have you drawn on any other guiddines that have been used
internationally?

Dr Loy—Yes. The guidance does draw upon a number of the IAEA safety standards,
which are referred to in the document.

Senator CROSSIN—Any other country that has specifically developed guidelines like
you have?

Dr Loy—YVYes, | think most regulators would have more or less general guidelines on the
assessment of radioactive waste management facilities. They would just be done somewhat
differently in each jurisdiction, depending on their custom and practice and their legislation
approach.

Senator CROSSIN—You have not specifically gone to, say, America or France and
modelled your guidelines on theirs?

Dr Loy—No. We are using as a basis, if you like, the internationally drawn-up safety
standards in which each of those countries participate. While the specifics of the way the
French do things might differ from the way the Americans do things, which differ from the
way the Canadians do things, nonethel ess the international guidance has been developed as a
consensus by all of those countries. So that is really where we primarily look. But there can
be valueinlooking at different countries; | would not deny that.

Senator CROSSIN—In your draft guidelines you mention active institutional control of
the site. There is a reference in the guideines to ‘a time period during which institutional
controls can be relied upon’. What sorts of information or signage about the site and its
contents would be made available at the site should active control break down, for example?

Dr Loy—I think the approach to arepository is that the applicant needs to demonstrate that
the material is kept from the environment for a period, and one of the important ways of doing
that is to keep control of the site. It is this notion of institutional control. So you would expect
there to be systems of people actually being there, fences, gates, access controls and so forth
or, if it is a remote site that may not have people there, there would still be some form of
remote surveillance, access controls and so on.

At some point into the future you do not rely upon those ingtitutional controls in terms of
your demonstration of the safety of the facility. So then it is a question of: if there are no
institutional controls, what exposure could occur by means of human intrusion and so on into
the remaining radioactivity in the repository? During the period of institutional control you
would have expected all the radionuclides with half-lives of, say, up to 30 years to have very
significantly decayed. Therefore, it is also a question of: after that, what is the likely or
possible exposure of humans if they come upon the repository accidentally? That is the kind
of philosophy that is inherent in al of the international guidance: there is a period of strict
control of the repository whereby you can be sure that, if you like, there is not access by
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people who should not be there; that does not continue or is not assumed to continue for more
than, say, something between 100 and 300 years. The applicant needs to say, ‘We will keep
institutional controls for 150 years,” or 200 years, and that feeds then into the waste that they
can accept. Am | making myself clear or just more obscure?

Senator CROSSIN—Yes, you are, having read what | have read about all this in the last
12 months. If an applicant is saying, ‘We are going to rely on institutional controls for 50
years,” do you then examine what happens post 50 years to see whether the reliability whichis
not institutional contral is sufficient after that period?

Dr Loy—Yes.
Senator CROSSIN—As part of the licence requirement?
Dr Loy—Yes.

Senator CROSSIN—So they will need to demonstrate ongoing long-term control of the
site beyond reliance on institutional control ?

Dr Loy—No, it may not be control of the site. It may be that the radioactivity that is there
after the period of institutional control, together with the engineered barriers and so on, is
such that the material is isolated from the environment and, if there were accidental human
intrusion into the repository, there would not be a significant exposure. It is not continued
direct control. It issaying, ‘ After a period, we will assume thereis no control.” It is closed.

Senator CROSSIN—Yes.

Dr Loy—Then what would happen if there were human intrusion or what would happen
if—

Senator CROSSIN—Will an applicant need to outline what will happen in those
instances?

Dr Loy—Yes.

Senator CROSSIN—Are you aware of the report about the radioactive waste leak into the
aquifer in Normandy in France?

Dr Loy—No, | am not.

Senator CROSSIN—I will bring it to your attention. Last week it was reported that
radioactive waste from a storage site in Normandy in France leaked into the ground water
used by dairy cattle. | am just wondering whether your organisation would or should take an
interest in that and look at the controls and mechanisms that were in place at that radioactive
waste repository, at what has gone wrong and at what that might mean for a repository herein
this country. Is that something you would then take up and actively investigate?

Dr Loy—Yes. Certainly, if it is a magjor incident, it will be reported through a number of
mechanisms, both formal and informal, and we will hear about it and look at it.

Senator CROSSIN—The report suggests that the radioactivity in the water isin fact seven
times higher than the European safety limit.

Dr Loy—That may be so. That is obvioudly a regulatory issue. Whether it is a significant
health issueis another question.
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Senator CROSSIN—When you say you will hear about it through your channels, what
happens there? Does the IAEA alert you to that or put out articlesin bulletins?

Dr Loy—VYes, all of that. If it is a very significant accident, then there are certainly formal
notification mechanisms. If it is a less serious one but still of significance, then it will
certainly be written up in various journals and technical magazines and discussed at meetings.

Senator CROSSIN—The radioactivity near the aquifer site was in fact 90 times above the
safety limit. | would have thought that was pretty significant. | am just hoping or suggesting
that someone in your organisation might actively pursue what has gone wrong.

Dr Loy—We would be happy to pursue it and provide some more information in a
response on notice.

Senator CROSSIN—I would have thought it has some fairly significant implications for
what is planned for the Territory.

Dr Loy—I am happy to look at the incident and respond to the question on notice.

Senator CROSSIN—I want to revisit one of the issues | raised in February, and that is
your comments about the unknown dangers of the waste site of the dump on wildlife. Can |
just remind you of your comments in issuing the OPAL reactor construction licence. You
expressed grave doubts about the current state of knowledge of the radiation dangers to
wildlife, especialy in—this is a quote | think from your report—'environments where
non-human species are likely to be those most exposed, as may be the case for a waste
repository’. You also said, ‘| consider that there is not yet an established radiation protection
system for non-human species that can be regarded as international best practice.’ | also asked
you or ARPANSA about this, and answer EO6-021 states that ARPANSA discussed the
little-known effects of radiation on flora and fauna in the environment of the long-term waste
facility. Do you have any update or can you expand on why there are difficulties in this area?

Dr Loy—To take a step back, the general understanding has been that, if people are
protected, non-human species are protected at least at the population level. That is a
paraphrase of the authorities of international guidance from the ICRP in 1992. That is not
surprising insofar as the major impact of radiation is cancer. It is a statement based upon a
degree of understanding and knowledge, but one would have to say that the degree to which
the impact of radiation on non-human species has been studied needed a lot more data from
then, and certainly a lot more work has been done subsequently. | do not think it has
fundamentally challenged that view—that basically if you protect humans then you have
protected non-human species at least at the population level.

But the argument is that that is not sufficiently well demonstrated and therefore there
should be a process of being able to actually assess the impact of a radiation facility on the
non-human species and to directly answer the question that, yes, this species or even this
individual animal or plant will not be affected by this amount of radiation. That processis still
being worked on. But, if you like, the rough rule of thumb that | have actually put in our
regulatory guidance for the radioactive waste management facility of exposures of 1 in 10
millligray per day is, if you like, that—a rough rule of thumb that people think is a reasonable
measure for assessing the impact on biota.
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More work is being done. There will be a developing international framework which will
enable people to answer these questions much more directly and satisfactorily. Nonetheless,
the current state of the art isthat, whileit is still generally regarded that if you protect humans
you will protect the non-human environment, you still need to make that assessment in
circumstances where there is likely to be more exposure to nonhumans than to humans. The
UNSCEAR rough rule of thumb is about right, but obviously you want to refine that over
time.

Senator CROSS|IN—The devel oping international framework will be done by the IAEA?

Dr Loy—No, it will be done in the first instance by a group called the International
Commission on Radiological Protection, which is kind of the high priesthood of people in
radiation protection. A lot of the data, however, is being gathered by some projects funded by
the European Commission. They have completed one large project and are completing
another. But the kind of framework, if you like, for actually dealing with the issue is being
worked on by the I nternational Commission on Radiological Protection.

Senator CROSSIN—If we talk about site-specific assessments and screening tests on flora
and fauna being needed to give an indication of whether there is a potential problem, what
kinds of screening tests are we talking about, and will that require groundbreaking research
that might cover specific Northern Territory species found in these regions?

Dr Loy—I think the view | take is you would need to do some estimates based upon
reasonably approximate screening tools. If a particular area were occupied by some form of
desert rat, you would not necessarily examine in great detail the habits of that animal, but you
might do a conservative assumption about what such an animal of such size and shape might
eat and what its habits are and estimate the dose that such an animal might receive. If you get
closeto that screening level that | have talked about, then you would need to do more detailed
work. If you are along way fromit, then | would say you have demonstrated that it is highly
unlikely that further work will tell you much more.

Senator CROSSIN—Given the potential that this site, which is one of three or maybe four
areas that have been talked about, will be smack bang in the middle of an area where people
actually rely on food from it, particularly all forms of reptiles—

Dr Loy—That is a different issue, if | might interrupt. That is the impact on humans. One
of the ways humans might receive doses is by consuming food from the area. But that is the
impact on humans.

Senator CROSSIN—So there are two things here: the impact of the radiation on the
animals in the area and the impact of the radiation on animals that humans may well eat. Is
that correct?

Dr Loy—Correct.

Senator CROSSIN—What sorts of tests or research will be done to look at both of those
potential impacts?

Dr Loy—If you were in an area where it was known that people might consume food,
plants or animals, you would need to do some estimate of the dose they would receive from
doing that, based upon the estimates of what radioactivity might be in the environment as a
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result of the repository and what dose people would then receive. There are very
wdll-structured and well-known models for doing this. So that is not new science or anything
particularly complex. But it would certainly need to be done if you knew that that was an
issue for the particular site.

Senator CROSSIN—Would you look for evidence that research has been done before you
issued a licence?

Dr Loy—Yes, that would be an important part of the safety case the proponent would be
presenting.
Senator CROSSIN—In answer EO6-021 that you gave me you also say: ... contamination of plants
and animals which are part of ‘bush tucker food’ would be assessed as part of the impact on humans.

You have just explained that. What are the effects of eating contaminated food?

Dr Loy—It gives you a dose of radiation. If the material has radioactivity in it and you
ingest that, then it will give you a dose of radiation while it is in your system. You can
estimate how much that dose of radiation will be by knowing the radionuclides involved and
having models of how long food stays in people and provides a dose to them.

CHAIR—Senator Crossin, we have another 15 minutes and there are two other senators
waiting to ask questions.

Senator CROSSIN—I have two questions.
CHAIR—Okay. Finish them off, please.

Senator CROSSIN—In relation to the emphasis on species that might be especially at
risk, are we talking about species that are more vulnerable to radiation or do we not know
that?

Dr Loy—There is a general understanding of the vulnerability of animals and plants to
radiation. | guess, in the overall environmental assessment, it is conceivable—and | am not
saying it will happen in any of these places—there would be an endangered species there.

Senator CROSSIN—Plenty in the area we are talking about.

Dr Loy—Ohbviously you would want to look at that specifically. That is not saying they are
more or less in danger from radiation; it is just that if they are already endangered then it
would be beholden upon people to examine them more closdly.

Senator CROSSIN—You will be looking for evidence that all of those aspects have been
addressed in any application for alicence?

Dr Loy—Yes.

Senator CROSSIN—The ANSTO Amendment Bill, which is currently before the
parliament, permits ANSTO to condition, manage and store other radioactive materials,
including radioactive waste arising from the overseas reprocessing, of course, of ANSTO's
own spent fuel. The casks, | takeit, from France and Scotland could be legally stored at Lucas
Heights while preparation of the temporary store proceeds in the Northern Territory. Would
that satisfy ARPANSA's concerns about substantial progress being made to house the waste
before you grant the OPAL licence?
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Dr Loy—I do not think it is one thing or another in that sense. | guess it was probably
everybody’'s understanding that what returned from Dounreay and COGEMA was ANSTO's
‘waste¢’ and therefore could have been stored at Lucas Heights anyway. However, legal
opinion said that they are not the same molecules that left Australia but different molecules
and therefore may not be ANSTO's waste and hence the need for the amendment. | do not
think that in itself fundamentally changes anything.

Senator CROSSIN—BLUt this specifically allows ANSTO to store the waste at Lucas
Heightsif the dump is not built.

Dr Loy—Yes, and | think that is a sensible thing to do.

Senator CROSSIN—Doesn't that in itself not satisfy your statements now for quite a
while that you would want to be satisfied that substantial progress is being made towards
housing this waste? That is pretty substantial progress, isn't it, if you are going to storeit back
in Sydney?

Dr Loy—No. In terms of the picture that is being presented by ANSTO and by the
government in the context of the OPAL application, the intention is that those materials will
goto the storein the Northern Territory. If it were necessary or convenient for them to pass by
Lucas Heights and be stored there for a small period, then that would seem sensible to me.
But the overall palicy intention is for them to be transferred to the facility in the Northern
Territory.

Senator CROSSIN—It might seem sensible to you, but does it satisfy your requirement
that you would want to see substantial movement towards storing that waste in order to issue
the licence?

Dr Loy—All | can say is that you will have to wait and see. | am sorry to sound flippant
but, honestly, that is part of my decision making in terms of the licence. | am in the midst of
thinking all that through.

Senator NETTLE—I have some questions about 3G mobile phone towers and how the
emission levels standards in Australia compare internationally. 1 have seen some reports
suggesting that China has an emission level set at 10 times lower than the ARPANSA standard
and Switzerland has one eight times lower. Can you comment on how our levels compare
internationally.

Dr Loy—I can do that to some extent, though if you wanted a more detailed answer |
would probably need to give you one on notice. But, briefly, our standard is very similar to
the standard that is promulgated by the International Commission on Non-lonising Radiation
Protection, which are the group of the great and the good in terms of scientific knowledge
about non-ionising radiation protection. They have published their proposals for a standard.
Essentially, our standard is the same. There is some technical detail, but it is basically the
same.

My understanding is, like yours, that there are some countries with significantly lower
standards. There is some question about whether they actually enforce those standards. But
my understanding is that a number of countries—and | think Chinais amongst them—do have
a lower standard. When | say ‘lower’, that is the exposure levels are more restrictive. In
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developing the Australian standard, we did a lot of work in looking into the literature on
health effects of radio frequency radiation and made the decision that, by and large, the
ICNIRPlevd standards were the appropriate ones.

Senator NETTLE—I understand there has been some change in that the level used to be
around 200 and is now 1,000. Isthat correct?

Dr Loy—This goes back quite a long way in terms of the existence of an earlier interim
Australian standard by Standards Australia which at some frequencies was more restrictive
than the standard that we have ultimately adopted. Again, that was looked at in the
development of the ARPANSA standard and it was regarded as saying there was not a good
scientific basis for that level. So the levels that we have adopted in the ARPANSA standard
we regarded, after some detailed examination, as being appropriate.

Senator NETTL E—When did that change occur?

Dr Loy—Senator Allison will probably remember alot of this stuff about the RF standard.
Certainly there was a Senate committee that looked at it in some detail. So | think we are
talking about 2001. If | amayear out, do not hold it against me.

Senator NETTL E—Was there a relaxation in limits before 3G technology was introduced
toAustralia.

Dr Loy—The Australian standard was certainly in force well before 3G was being
impl emented.

Senator NETTL E—Do you mean the original lower standard or the subsequent—

Dr Loy—I will call it the ARPANSA standard—not necessarily out of ownership, but it is
an ARPANSA publication. So the ARPANSA standard was in force prior to 3G
implementation. Of coursg, it is derived from or it is largely similar to the ICNIRP standard,
which was developed well before 3G was probably even thought of.

Senator ALLISON—We did anticipate 3G. We knew 3G was coming at that stage.

Dr Loy—Yes, perhaps. But the point is it was looked at in immense detail by a group of
people who worked enormously hard and looked at a vast range of scientific literature. The
issue of 3G or not 3G | do not think had any influence.

Senator NETTL E—Was that a group of people within ARPANSA?

Dr Loy—No, it was organised through ARPANSA and the Radiation Health Committee,
but it was a working group of a number of experts.

Senator NETTLE—I might put on notice some questions about the details of that.
Dr Loy—I think that would be good, and | could respond in more detail then.

Senator NETTLE—Is there a precautionary principle taken in that decision-making
process when looking at the international standards?

Dr Loy—Yes. In fact, the RF standard has a precautionary statement basically saying—and
| am caricaturing it a bit—'Don’'t use any more radiation than you need to. To achieve your
communi cations objectives, use the amount of radiation you need to do that and no more.” So,
if youlike, ‘Don't be cardless of the exposure; be careful of the exposure.’
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Senator ALLISON—That is not the real meaning of the precautionary principle, Dr Loy,
though, as you would know.

Dr Loy—I think we could debate the precautionary principle well over the chairman’s
hour, and it was certainly debated at great length in the context of this standard.

Senator ALLISON—Indeed.
Dr Loy—Infact, that statement, if you think it through, is quite a strong one.

Senator NETTLE—Itisabout how it operates rather than the level, | suspect. | understand
the European regulations prevent 3G antennas being within 300 metres of a school. Was that
something that was ever considered here?

Dr Loy—I am not aware of that being the case with the European regulations. In fact, | am
not even sure there is an EU directive on this. There may be some European countries that do
that, but | am not aware of any sort of overarching European regulation to that effect.

Senator NETTLE—Has their placement around child-care centres or schools been
considered here?

Dr Loy—I guess this is something that is debated every time there is a controversial issue
about the siting of an antenna. We would take the view that the emissions from these antennas
are so low when you are at a distance from them that the issue of the health effects is not a
significant one. That is not to say there is not concern and that, when a site is being examined,
people should not have the information about it. If convenient steps can be taken to reduce
people's anxiety and concern about it, that is sensible. But a rule simply saying an antenna
cannot be within 300 metres of a school, when in fact the maxi mum exposure might be at 300
metres, does not necessarily achieve what you are looking for.

Senator NETTLE—There have been recent media reports regarding tumours in staff
working in a building at RMIT University. ARPANSA may have commented on this issue in
the media, and you can confirm that for me. Is this an issue that ARPANSA is investigating?
If so, what isit doing?

Dr Loy—We are certainly interested in it, of course, and people have asked us for
comment. Our only formal role in the investigation, however, has been on the side of ionising
radiation, where we were asked by the company that was doing the job for RMIT of looking
at all possible causes to look at whether there was some ionising radiation in the building. So
a team of people from ARPANSA did that. We have not done measurements of the
non-ionising radiation—the RF or ELF. So, in that sense, we have not had any direct
investigative role. But we are obvioudly interested iniit.

Senator NETTL E—Isthat because you have not been asked to?
Dr Loy—That is correct.

Senator NETTLE—Who would need to ask you in order for you to be able to do such
investigations? Would it require the federal government to ask you to do such investi gations?

Dr Loy—No. We would certainly help RMIT and its consultants if they wished us to do
that. At this point, for example, if they wanted us to examine the work that has been done and
give them a view on it, we would be happy to do that. | do not think it falls within a direct
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regulatory responsibility of ours. So it is a matter of saying, ‘We have this information,
knowledge and expertise. It isavailable, but on request.’

Senator NETTL E—You have not been directly requested at this stage?
Dr Loy—No.

Senator NETTLE—The last question | want to ask is about your EMR Health Complaints
Register and the number of complaints you have received, the nature of the complaints and
the kind of follow-up that you have done. Maybe you can take that on notice.

Dr Loy—YVYes, | will take that on notice and respond.

Senator ALLISON—Is the Northern Territory nuclear waste repository suitable for
depleted uranium?

Dr Loy—It would depend perhaps on the form. That question has really taken me a little
by surprise. Any repaository would have to have waste acceptance criteria. Clearly, uraniumis
very long-lived material. The issue of disposal of long-lived material in a repository, as we
have discussed with Senator Crossin, might have a control period of 300 years. Long-lived
material becomes the issue beyond that time. If the material were in a form such that were it
disposed in arepository there would be, if you like, to use the technical word, lumps of it that
might be accessible, then that would be a problem.

Senator AL L1SON—What would be a problem?

Dr Loy—It would be a problem if the material were in a form such that, if someone were
accidentally to intrude into the repository in the future, they would come across a large
amount of material that might give them a significant dose. So that is the question.

Senator ALLISON—NOo, the question was whether our repository is suitable to accept
depleted uranium.

Dr Loy—It depends.
Senator ALLISON—OnN?
Dr Loy—The form of the material.

Senator ALLISON—Depleted uranium is the product of enrichment, as | understand it. Is
that right?

Dr Loy—Yes, but it can bein different forms.
Senator ALLISON—What are the different forms?
Dr Loy—It could be dispersed such that in a cubic metre of material—

Senator ALLISON—I will put the question in a different way. Is the waste repository
suitable to accept the sort of depleted uranium that is the product of enrichment of uranium
for export? That would not be in a dispersed form, presumably.

Dr Loy—I think my answer has to be a bit unsatisfactory in saying it depends. Perhaps it
would be better if | went back and thought a little more about it and gave you a more
considered answer on notice.

Senator AL LISON—It depends on what?
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Dr Loy—It depends on the waste acceptance criteria for the repository, the amount of
material per cubic metre of the repository. Perhaps in some forms it would not be acceptable.
In other forms it would be. You could change the nature of the form in which the material was
inin order to make it acceptable. | probably need to think a bit more about it and give you a
better answer on natice, if you do not mind.

Senator ALLISON—TFor at least four or five weeks the subject of Australia’s prospect of
enriching uranium has been canvassed. | am surprised you do not have a more ready response
to a pretty obvious question.

Dr Loy—I honestly have not directed my attention greatly to the issue of the safety of a
fud cycle facility since | am prohibited from issuing a licence for one.

Senator ALL1SON—Those currently conducting this debate have not consulted you about
guestions like the waste and what would happen to it?

Dr Loy—Under the current legislation, a uranium enrichment facility could not be
established by a Commonwealth entity.

Senator ALLISON—I understand that. But it is a question of changing the legislation to
make that so. If ARPANSA is not the appropriate agency because this is currently prohibited,
which agency would be able to give advice on questions of waste?

Dr Loy—Honestly, if my officers and | turned our attention to the issues of the waste from
a uranium enrichment facility, we would be able to give you a more considered answer.

Senator ALLISON—Do you have any knowledge about what happens overseas where
uranium is enriched? What is done with the waste, apart from putting it into bombs, fortifying
weapons and tanks and so forth? What is the storage method? | understand there is quite alot
of it around.

Dr Loy—I honestly am not well informed about that. Depleted uranium does have a
commercial value for other applications because it is so dense—ballast in aircraft and
shielding in various radiation applications. So it does have some commercial value and is
used in a number of applications.

Senator ALLISON—I understood that we do not useit in Australia.

Dr Loy—I think you would find depleted uranium is used in a number of applications in
Australia

Senator AL LISON—Can you give some examples?

Dr Loy—Not in defence.

Senator ALLISON—Yes, | understand.

Dr Loy—As| amaware, it is not used by the Australian Defence Force.
Senator ALLISON—Ballast in aircraft?

Dr Loy—I understand so, and some shielding of some very large radiation sources. The
shielding itself might be made of depleted uranium.
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Senator ALLISON—How much depleted uranium is produced, typically, in the
enrichment process for nuclear power? How much DU is left per tonne of uranium such that
we export?

Dr Loy—I would have to take that on notice. It would depend on the amount of
enrichment undertaken.

Senator ALLISON—Would you be able to also calculate what the annual quantity would
be if al the uranium exported were exported in an enriched form on the basis of the current
export figures and whether that would match the commercial demand for it in Australia? In
other words, would we need to store it or would we sell it to aircraft manufacturers or the
like?

Dr Loy—I can probably, with some careful thought, give you some advice on that,
something more specific. Probably the better experts on enrichment in Australia belong to the

Safeguards and Non-Proliferation Office who are knowledgeable about the enrichment
process in much greater detail than we would be.

CHAIR—We will have to leave it there. If you have other questions, Senator Allison,
would you put them on notice, please. Thank you, Dr Loy, for your appearance here today and
for looking after the questions you have taken on notice.

[3.03 p.m]

CHAIR—We have agreed we will turn now to Outcome 4—Aged care and population
ageing. Officers of the Aged Care Standards and Accreditation Agency are here as well. If we
can ask questions of both those areas at the same time, that would be most convenient.

Senator McLUCAS—I first of all want to go to the issue of indexation. | raised that issue
at the last estimates and in the chamber. What percentage has been used to calculate the
indexation for the 2006-07 budget?

Mr Broadhead—The calculation of indexation for the forward estimates for that period is
the same as it has always been—that is, it is using wage cost indices constituting partly the
most recent safety net adjustment from the Industrial Relations Commission and the CPI. The
most recent safety net adjustment was in, | think, June 2005. That has been used to make up
that index and that has been used to index the forward estimates for that period.

Senator M cLUCAS—The wage index from June 2005 was what percentage?

Mr Broadhead—I could not tell you off the top of my head the actual figure for the safety
net adjustment, but | could find it for you.

Senator M cLUCAS—What indexation have you applied to this budget?

Mr Broadhead—I understand we do not normally make available the actual parameter
that is used.

Senator McLUCAS—I asked a question on notice on 15 December and asked over time
what indexation was used and that detail was provided to me.

Mr Broadhead—I will find the answer for you then.
M s Halton—What answer was that?
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Senator McLUCAS—It is Senate question No. 1452 asked on 16 December. | asked
Minister Minchin, and he passed it on to the Department of Health and Ageing. | was given
the indexation and the amount of indexation from 2000 through to 2005.

MsHalton—Thetotal quantum?
Senator McLUCAS—AnNd the index.
MsHalton—The value?

Senator McLUCAS—Yes.

Mr Broadhead—Again, my understanding is it is not usual practice to provide the
parameter for future estimates. That is a distinction that is made.

Senator M cLUCAS—Why not?

Mr Broadhead—It seems to be a policy adopted across all programs. | believe on
Wednesday last week this was outlined by answers to Senator Evans in the relevant
committee.

Ms Halton—I think that is right. | think the historical figures are a matter of record. The
issue isthe forward estimate. We can provide what we have used this year, becauseit is now a
matter of record—or the number is. That is what you are looking for, isn't it, the value of the
index?

Senator McLUCAS—I am still bemused as to why the committee cannot know what is the
indexation being applied to residential aged care subsidies. | cannot see why that is an issue.
If you are using the CPl—and | have not got to that yet—and the most recent national wage
case, which was from June 2005—

Ms Halton—We are using a wage cost index, which is a combination of wages and CPI.
That has not changed; that is exactly right. We can tell you what we have used. We can tell
you what the component figureis for the budget for this year.

Senator M cLUCAS—Good.
Mr Broadhead—If you like, | will take the question on notice and come back to you.
MsHalton—We will get it in a minute.

Senator McLUCAS—We will come back to it. There was an announcement that $600,000
had been alocated for police checks. How many people currently volunteer through the
Community Visitors Scheme?

Ms Scheetz—At the moment we have 6,588 volunteers under the Community Visitors
Scheme. That will increase under the new budget measure to 7,500.

Senator McLUCAS—How much has the government allocated for the police check of
each of those volunteers?

M s Scheetz—$50 per place per year, which will be added into their total subsidies for the
year.

Senator M cLUCAS—That money will be allocated to the organi sation that—
M s Scheetz—The auspice, yes.
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Senator M cLUCAS—On what basis did you come to that figure?

M s Scheetz—We have advice from the palice that police checks range between $28 and
$49. There is some churn in the number of visitors. So we did the estimation based on the
factor of the churn and the cost of the checks.

Senator McLUCAS—What is the total humber annually of people who would require a
police check funded by the department?

M s Scheetz—We think it could be up to 10,000.

Senator McLUCAS—Where did you get the advice that a police check costs between $28
and $49?

Ms Scheetz—From the relevant police services. It varies between states. We have also
received advice that there can be lower prices negotiated if there are a high number of police
checks.

Senator McLUCAS—Does the department have an understanding of the number of
volunteersin residential aged care who are not members of the Community Visitors Scheme?

M s Scheetz—No.

Senator M cL UCAS—Is there a requirement for people who are not members of the CVS
to undertake a police check?

M s Scheetz—That is still being negotiated.
Senator M cLUCAS—By whom?

M s Scheetz—In the context of the development of the policy about the implementation of
police checks.

Senator M cL UCAS—When will we know what that negotiation will result in?

M s Scheetz—We expect to have all of our consultation and discussions around the detail
of that finished within the next couple of months.

Senator M cLUCAS—Who are you consulting with?

Ms Scheetz—We are consulting with a number of people about the whole police checks
measure—Department of Employment and Workplace Relations, Attorney-General’s, Human
Rights and Equal Opportunity Commission, Privacy Commissioner. | think that is it. There
are a number of complex factors about i ntroducing police checks.

Senator M cLUCAS—In the aged care sector?
M s Scheetz—In all sectors.

Senator McLUCAS—When will these police checks be operational? When will there be
the requirement for people who are members of the CV S to have had their police checks?

M s Scheetz—We are till discussing those issues internally and with the police forces. We
have been asked by the police to give them sufficient time to be able to process the number of
police checks that are likely to come through. So, once those consultations have been
completed, we will make a recommendation to the minister on timing.

Senator M cLUCAS—What will the police check seek to ascertain about any applicant?
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M s Scheetz—There is a standard police check which provides information on convictions
that is available through CrimTrac. There are issues around spent convictions. That is all
covered in the police check that is provided through the service. It is provided nationally.
Each of the states is included in any police check that is provided by the AFP or any of the
state services.

Senator McLUCAS—Some offences that people have been found guilty of would not
trigger advice to the applicant or the potential employer or the potential place of volunteering?

Ms Scheetz—All convictions are recorded on the police check. But there is a spent
convictions scheme operated through the Attorney-General’s Department which means that
some crimes are time limited. So anything older than 10 years where there has been less than
acertain period of incarceration, | guess, is not reflected on them.

Senator M cLUCAS—Something that is 10 years old does not appear?

M s Scheetz—Unlessit isa serious crime. It comes back to lifeif they reoffend.
Senator McLUCAS—These are criminal offences only?

M s Scheetz—Yes.

Senator M cLUCAS—So minor shoplifting would not appear?

M s Scheetz—Anything where a conviction is recorded would appear on the record.
Senator M cLUCAS—Traffic offences?

M s Scheetz—I think so. Anything that has a conviction.

Senator M cLUCAS—Any conviction?

M s Scheetz—Yes.

Senator McLUCAS—You aluded earlier to the $4.7 million to expand the CVS. What is
the palicy intent of that allocation?

M s Scheetz—We undertook areview of the CVS and realised that there were some gapsin
coverage. Based on the recommendations that we received, we sought and achieved more
funding to spread the coverage more widely across the country.

Senator M cLUCAS—Isthat review public?

M s Scheetz—Not as yet, but it can be made public.

Senator M cLUCAS—Could you provide it to the committee?
M s Scheetz—Sure.

Senator McLUCAS—Does that identify the areas where there are gaps geographically? |
dare say it does.

M s Scheetz—Yes.

Senator Santoro—In relation to police checks, can | expand on the answer provided by the
departmental officer. Your questions are very pertinent and are very relevant to the sector. |
think you in a subtle way asked whether the sector has been consulted. You will recall that |
convened initially a meeting of the ministerial advisory committee, which | have contended
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and still contend is a very representative committee of the sector. At that point | received
broad consensus from the sector, through the opinions expressed by members of that
committee, that police checks were something that should be seriously considered by
government.

You will recall that | went to cabinet with a recommendation that we institute a formal
system of police checks within the sector. Cabinet in fact gave that approval. As you would
have noted from the budget, some funding provision was in fact made for police checks. Once
the cabinet decision was made, | was very keen to make sure that the implementation of the
decision was applied in a sensitive and effective manner, because a lot of the questions that
were asked reflect the questions you are also asking.

There obviously are some very complex issues to be considered. For example, if a minor
crime were committed by somebody when they were very young, and 30 years later they
found themsel ves working within the aged care sector, should the crime or conviction still be
on the record? The difficult questions need to be asked. Has rehabilitation occurred? Is the
crime of such a serious nature that the sector, upon its gaining knowledge of that crime and
the penalty or the conviction that applied, considers that person is unsuitable to work within
the sector? So there are those sorts of very complex questions which | think still require some
exploration, consideration and consultation with the sector.

I convened a second meeting of the advisory committee in Brisbane. | think it was the
Friday after the last day of the last sitting period. Again, we received much good advice on the
impl ementation and we made a further commitment to additional consultation. The questions
that were asked again related to the detail of implementation. If you are looking for a
definitive answer on the categories of crime, sexual assault and aggravated physical assaullt,
for example, are the sorts of things one would have to seriously consider as to somebody’s
eigibility to work within the aged—

Senator M cLUCAS—It is pretty obvious, Minister.

Senator Santoro—They are pretty obvious. But there may be others that the community
and the legislature would consider disqualify somebody from working within the sector. |
sincerely welcome suggestions from anybody—and particular you, Senator—who has an
interest in the sector. If you would like to make submissions, they would be very seriously
considered. Having made the decision which the community expected us to make, we want to
make sure that it is implemented in a way that does not compromise operational efficiencies
and some other considerations, particularly within Aboriginal communities, which are fairly
sensitive and need to be treated with sensitivity.

Senator M cLUCAS—The question is where do you draw theline.
Senator Santoro—Absolutely.
Senator McLUCAS—That iswhat | am trying to find out.

Senator Santoro—Can | be honest with you: we are all trying to find that out. We are
trying to, obviously. Having accepted that the legisature expects from us a certain level of
response—in this case defined as mandatory police checks—we need to agree with the
community, if | can put it that broadly, as to what the appropriate level of offenceis.
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The other point you made was about the cost of police checks. You may recall that | also
convened a meeting of relevant ministerial colleagues from the states. The advice they
provided was that the cost could vary between $25 and $50, as the departmental officer has
stated. The advice | have been receiving from providers who already implement police checks
is that they pay between $20 and $36. | should stress at this point that there are many
providers who already do implement a system of police checkson al of their staff.

Senator McLUCAS—We will talk about the staff in a minute.

Senator Santoro—But that is roughly the figure that was given to us by the ministers, by
the bureaucracy. Just to give you a bit more detail as to how deeply we are going into this, we
also had an Australian Federal Police officer advise the ministerial advisory committee. He
gave us a very good insight into how police checks can be administered effectively and
operationally. There is also the consideration of how is the system to become fully
operational. State ministers did say that, unless it is conducted in a staged way, it could come
to pass that we become an encumbrance on the system of police checking that could
compromise the operational efficiency of that exercise.

So we are working through a lot of issues. The sector is very keen to cooperate. | am keen
to move as fast as possible, and we are doing that. | just wanted to add to the advice you have
received to make it clear to you that we really want to consult and get it right. But there are
tricky issues and tricky definitions that we have to consider. | again want to say to you with a
lot of goodwill that we would welcome your input as we arrive at those definitions.

Senator CAROL BROWN—You indicated, | think, that after 10 years some types of
convictions would be spent. What types of convictions are they? Does it depend on the

amount of time the person was sentenced to for the crime or is it defined by the actual crime
itself?

M s Scheetz—It varies between the states. It is quite a complex matrix, so | think we would
need to get specific advice from Attorney-General’s on what the specifics are for each state.

Senator CAROL BROWN—Would you be able to provide that?
M s Scheetz—Yes, we can get advice from Attorney-General’s.
Senator M cLUCAS—Mr Broadhead, you were going to give me an answer.

Mr Broadhead—We are busy getting clarification on whether or not there is a position on
the release of the figures.

Senator McLUCAS—AII right. | will come back toit.
M s Halton—Consultations are going on.

Senator M cL UCA S—Does the department have an estimate of the number of staff in aged
care facilities whom the requirement for police checks will impact on?

Ms Scheetz—It would be any staff who have direct access to residents. We do not have
up-to-date numbers of how many staff that is. | can give you the figures in the census and
survey that we did in 2004. There were 116,000 direct care workers at that time.

Senator McLUCAS—That was in 2004?
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M s Scheetz—Yes.
Senator M cLUCAS—So around 120,000.
M s Scheetz—Some of those would already have police checks.

Senator McLUCAS—That is where | was heading. Do you have a notion of how many
employees currently have police checks? It depends on the policy of the provider and, clearly,
some providers are doing that now.

M s Scheetz—That is true, and we have only anecdotal information about what the number
may be.

Senator McLUCAS—What will be the cost of requiring all people who have direct access
to residents to undertake a police check?

M s Scheetz—I do not think we could give you that information.
M s M urnane—That would differ from state to state.
Senator McLUCAS—Who is proposed to carry the cost of undertaking that check?

Ms Scheetz—It would be an employment condition, an employment issue, between the
employer and the empl oyee.

Senator McLUCAS—So it is quite feasible that an employer would say, ‘We will offer
you this job; you have to go and get a police check’ ?

M s Murnane—That is what happens with child care.
Senator McLUCAS—That will be carried by the staff member?

Ms Murnane—That is up to the arrangement between the employer and the potential
employee.

Senator Santoro—We have received quite a lot of feedback from employers who will be
willing to subsidise the police check. They may even carry the whole cost. Bear in mind that it
is not an overly onerous request in a financial sense. There is a tax deductibility factor that
would have to be favourably considered by people who want to work in the sector and are
required to take on a palice check. Thereis alot of goodwill out there within the sector from
employers towards their employees. As the officers have said, we cannot give you a precise
number, but anecdotally employers have suggested that they are happy to assist.

Senator M cLUCAS—Currently some do.

Senator Santoro—Absolutely. | am reluctant to say that the majority do checks, but my
understanding from listening to the talk around the sector is that a substantial number of
employers do. | see your reaction; | think you are right—it is difficult to ascertain, but | do
think a substantial number do checks, just for their own peace of mind. Also, a lot of them
probably saw that this move would come eventually, so they feel they might as well get in
there and be totally ready for it when it is mandatory.

Senator McLUCAS—Wiill the check have to be in place prior to taking up a position in
aged care?

M s Mur nane—Yes, indeed.
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Senator McLUCAS—So there could be delays between the offer of a position and the
taking up of a position?

M s M ur nane—We have not heard that raised as something that has emerged in child care.
With all these things you are balancing what may be—although | am not saying that it would
be—a somewhat less speedy process with the protection that gives to residents, which is of
course the overriding concern.

Senator McLUCAS—I accept that; | am just trying to work out how this implementation
is going to occur. If we are potentially going to ask 120,000 people—I am sure it is nowhere
near that, but it could be up to 80,000 people—to go and get a police check—

M s M urnane—The minister did refer to phasing before—

Senator Santoro—The question you raise about new employees is a good one. It has been
raised with me by the sector director and through the advice that | get through the advisory
committee. People have to put to me the suggestion that, if an employer has an urgent need
for staff and somebody applies for a position but has not yet had a police check, it would be
possible to consider them employed subject to a police check. Particularly in an emergency or
urgent situation, | see that it is better to have somebody there with professional judgment in
the selection or hiring process who can say, ‘ From everything that | can reasonably ascertain,
this person is a safe person to employ within the aged care facility. We need somebody, so
let's employ him or her subject to the result of the police check.’

So some flexibility will be required in the system, particularly within communities where
labour is not as abundant as in a built-up metropolitan area, for example. The more | talk with
people about the practicalities of introducing it, the more | am finding out that the policy has
to be applied not only with sensitivity but also very practically, because otherwise it can lead
to some hardship. | want to stress the point that Ms Murnane has made: ultimately the most
important consideration is for the welfare of the residents we are caring for.

Senator M cL UCAS—So employment could be conditional upon achieving a police check
in, say, three months?

Senator Santoro—How long does a police check take to come through? We heard from
the Australian Federal Palice officer that sometimes they can come through very quickly and
in some cases the process of discovery can be quite complex. | am not sure that it would be
overly complex in most cases—I| do not think it would—but in some cases it could be
complex and might take longer than aday or two or even the week that has been suggested. In
most cases that is al the time that the police checks would take to come through.

Senator McLUCAS—I will keep watching that one. Is the department going to require
that owners of residential aged care facilities also undertake police checks?

M s Murnane—All key personnel have to undertake a police check.
Senator McLUCAS—But ‘key personnel’ does not necessarily mean an owner—or does
it?

Ms Murnane—If the owner effectively has a management position, yes, the owner does
have to have a police check. That is the definition of ‘ key personnel’.
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MsHalton—It isin the legidation, Senator.

MsMurnane—Yes, itis.

Senator McLUCAS—Yes, | am aware of that. How does the department test whether a
person isin a management position? How do you know?

Mr Dellar—The act has role descriptions. It says that if you are performing one of these
roles or functions—for example, making a decision, sitting on a board, sitting at the top of the
administration or the delivery of care; those are the roles—then you are a key personnd. It is
not a named position so much as a role within the organisational structure.

Senator M cLUCAS—I understand that the licence holder simply advises you who the key
personnel are. Isthat correct?

Mr Dellar—That is correct. They maintain and adjust that from time to time as key
personnel change.

Senator McLUCAS—How do you test that? How do you know that that is the case?
M s M urnane—It is an obligation under the act that they do.

Senator McLUCAS—Yes, | understand that from their end, but how does the department
confirm that what you have been advised isin fact correct?

Ms Murnane—It is fairly hard to get positive proof on an ongoing basis that it is correct.
However, if we get any information—if we have any reason to believe at all—that somebody
is acting effectively in a decision-making role and is not on our key personnd list, that is
immediately investigated and that person is given a choice either to remove themselves from
their effective decision-making role or undergo the checks required under the act for key
personnel. That is something we do. That comes up a number of times at |east every year.

Senator M cLUCAS—Have you got current investigations afoot?
M s M urnane—We did have one, but | think it has been concluded.
Mr Dellar—I think we have at least one matter running currently.

Senator McLUCAS—Isthat to do with a person who is an owner of a number of facilities
who could not achieve a clear police check—because we know that that person has been
convicted of fraud? The allegation is that they are in fact managing the business.

Mr Dellar—I am aware of that case. | can say that there is a current investigation running
there. | would prefer not to say anymore.

Senator McLUCAS—That is Mr and Mrs Bishop?

Mr Dellar—That is correct.

Senator M cLUCA S—Is an investigation occurring?

Mr Dellar—There is an investigation occurring.

Senator M cL UCA S—Which branch of the department is conducting that?

Mr Dellar—The department has an Audit and Fraud Control Branch and it is the fraud unit
within that branch that is conducting that i nvestigation.
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Senator M cLUCAS—When do you imagine that that will be completed?

Mr Dellar—I was advised just before the hearings that we could expect finalisation of that
in the next two to three months.

Senator McLUCAS—Why does it takes so long?
Mr Dellar—It is not a question | could answer directly.

MsHalton—It isfair to say that you have to have a certain standard of evidentiary proof in
relation to these matters. You would understand that these can be quite technical matters. The
audit and fraud people take this responsibility quite seriously. To the extent that, as you would
understand, we find material which in some cases can lead to prosecution, we have to be
absolutely certain that the approach we have taken in terms of the gathering of evidence is
appropriate. We can talk the audit people. It may well be the advice that they would give you
if they were hereis that it will take less time. They tend in my experience to give an outside
limit of the likely time this takes because they want to do the job properly, and very often the
evidence can be gathered in a more timely fashion. But they never like to mislead the program
areas in terms of our approach. As you say, thisis a matter we are aware of.

Senator McLUCAS—Mr and Mrs Bishop were key personnel prior to their conviction for
fraud on the Commonwealth?

MsHalton—Yes, they were.

Senator McLUCAS—After that conviction, | understand that they transferred ownership
of the facilities to their children. What analysis did the department do at that time to fed
confident that they were not continuing to operate as key personnel ?

Mr Dellar—This is getting periloudy close to talking about the investigation. | would
prefer that we did not go into details on this case at thistime, if that is possible.

Senator McLUCAS—I understand, Mr Déellar, and | would not want to compromise an
investigation either. But | am talking historically now. It was in 1999 that they were
convicted.

Mr Dellar—That is correct.

Senator McLUCAS—I am trying to understand how the department made a decision at
that time that simply the transfer of ownership removed them from being key personnel under
the act.

Senator Santoro—Could | just highlight to you that the officers want to help but they
really do fed that there are some strong legal considerations. | would be more than happy for
a private briefing to be provided to you in relation to that specific case, if that would be
helpful. | sense a great discomfort about going any further on the public record. If you could
help us by allowing us to provide you with a private briefing in relation to the matter, | think
that would be of assistance to the process.

Senator McLUCAS—I understand, Minister. | do not want to compromise this
investigation. It is a significant investigation. But it is a policy question. For any individual
who isidentified as key personnel and then convicted of a fraud against the Commonwealth, a
fraud against the Department of Health and Ageing, and who simply transfers the directorship
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to somebody else in their own family, how does the department as an entity confirm or feel
confident that there is actually a change in the key personnel of that provider?

M s Halton—If | can answer in the abstract—
Senator McLUCAS—Yes.

M s Halton—and underline the minister’s offer of a private briefing: there are requirements
inrelation to the act as to who isregistered as key personnel and who, in our understanding, is
undertaking particular tasks. We do take quite careful account of those matters, and we have
to be satisfied that there has been that change. In some cases, it is a legal change; in some
cases, it is a practical, day-to-day change. In this particular case, we would prefer not to say
anything else on the record.

Senator McLUCAS—That is fine. | just want to get the understanding of how you test a
change of advice about who the key personnel are.

Ms Halton—Certainly, in some cases, if it is an ownership change to a completely
different entity that has already been approved, that isfine.

Senator McLUCAS—That isa completely different question.

Ms Halton—Yes, exactly. In the abstract, if undertakings are given and legal changes are
made, then the question is: are those changes actually given effect? Again, this is where we
start to get into the particular.

Senator McLUCAS—I suppose | am trying to understand whether, if you get a letter from
somebody that says, ‘WEe' ve changed the key personnel,’” you say, ‘ Terrific; we'll just put it on
the file,” and that is the end of that. | want to know whether some process is put in train that
says, ‘Let’sfind out if thisisin fact true,” especially when you are dealing with providers that
have been convicted of fraud or something else. There must be a process to make sure that
what you have been told is correct.

Ms Murnane—But | think that not only is this getting dangerously close to an
investigation but it is dangerously close to inviting us to assume that, because somebody is
related to somebody who is convicted, they themselves might also be party to some sort of
collusion and malfeasance. What we did with this was to take it, consider it and approve them
as key personnel. Later, we got information that the former key personne might in fact be
acting in a decision-making capacity. That is now subject to an investigation, which is, as the
secretary said, quite a complex investigation.

Senator McL UCAS—Ms Murnane, you said that when you receive the advice you take it
and you consider it. How do you consider it?

M s Halton—There are few cases where we end up with a fraud conviction—
Senator McLUCAS—I am sure.

Ms Halton—and so, whilst we can talk in the generality about a change of ownership et
cetera, as soon as we start to talk about a question of fraud we actually start talking about this
case, and that is my point. It is very difficult for us to talk in the abstract about this kind of
case because the abstract becomes the particular in about three seconds.

Senator McLUCAS—Maybe at the next estimates | can confirm how you consider—
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M s Halton—And we are happy to brief you privatdly.

Senator McLUCAS—It is clearly an issue that the public needs to understand in the long
term.

Ms Halton—I understand that. In the medium term obviously we agree with you that to
put this on the public record would be a good thing, but we would not want to jeopardise this
investigation at this point.

Senator M cLUCAS—Did we want to talk about COPO again?

Mr Broadhead—I can tell you that the val ue of indexation in percentage terms in 2005-06
was 1.9 per cent.

Senator McLUCAS—AnNd what proportion is the CPI and what proportion is the wage
component?

Mr Broadhead—I| am having a head shaken at me—apparently we do not reveal the
make-up of the various indices. But the value of it for the current financial year was 1.9 per
cent.

Senator McLUCAS—I want to now turn to the decline in the increase of aged care
subsidies, if you can track what | am saying. Between 2004-05 and 2005-06 there was an
increase of $317 million, but between 2005-06 and 2006-07 the increase is $248 million,
which is $79 million less than the increase in the previous year. Could you give us an
understanding of why that is the case?

Mr Broadhead—I am not clear how you have arrived at the figure for $317 million. | am
aware that you put out a media statement outlining this and when you did we went looking to
see how you had arrived at the figure of $317 million and we could not arrive at it ourselves.
So we are not quite sure how you got to that figure. The closest we could get was $327
million, and that involved taking the estimated outcome for 2005-06 and comparing it to the
projection in the 2004-05 PBS. | think that gave us a figure of $327 million but not $317
million. We thought that possibly—

Senator M cLUCAS—That was close enough.

Mr Broadhead—Not close enough but that might be how you got to your figure. The
difficulty we had with that is that the estimate in the earlier year had been revised
subseguently. As you know, we revise the estimates three times during the year, so the actual
outcome was different from the one expected at the beginning. It is not really a comparable
figure, | do not think, that $317 million, if it was arrived at in the way that we think it was.

Senator M cL UCAS—Without using the figures, can you explain why thereis less growth
in aged care subsidies for 2006-07 than 2005-06?

Mr Broadhead—I do not believe there is. | think that the growth in expenditure is pretty
comparable. It is just below $300 million in both cases, | think. From memory, | think it was
$280 million in one year and $290 million in the other, or thereabouts. So | do not think that
there has been a drop.
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Senator McLUCAS—What happens when the Fair Pay Commission makes a decision
later this year? How will that channel into indexation for all sorts of things but aged care in
particular?

Mr Broadhead—My understanding is that there has been a recent decision that the
decisions of the Fair Pay Commission will replace the safety net adjustment that the Industrial
Relations Commission has made to date, so the way in which the very wage cost indices are
comprised, the safety net component will be replaced with the Fair Pay Commission’s
decisions.

M s Halton—I think in the finance and public administration committee, the Department of
Finance and Administration gave evidence on this matter. | think Mr Bowen was illuminating,
to the extent he was able to be illuminating, when he talked about this issue. | can read you
back the transcript, but | am sure you could find it.

Senator McLUCAS—No. | am quite capable of finding Mr Bowen's comments. |ndexing
will be begin on 1 July at the 1.9 per cent rate.

Mr Broadhead—Correction: the 1.9 per cent is for 2005-06; the 2006-07 figure is two per
cent.

Senator McLUCAS—Sorry; | did not note that down. So it is two per cent for 2006-07.
Mr Broadhead—Yes.
Senator McLUCAS—That will be applied as of 1 July.

Mr Broadhead—In broad terms, yes. There are a number of different movements in the
way in which rates are paid. The minister generally makes a determination in June of each
year about the rates that will apply from 1 July forward. They do not necessarily exactly
reflect the overall figure. There is, for example, a program that has got this coming year to
run, which is bringing all of the different states and territories to national rates. There has been
some variation in the way in which rates are adjusted for each state and territory so that over
time all states and territories will be on the same national rates. There are various things that
affect the specific rates that apply but, overall, the effect is based on that parameter in terms of
indexation. There is also the so-called CAP—conditional adjustment payment—which is
rising from 1.75 per cent in the first year up to seven per cent in the fourth year. That also gets
applied.

Senator McLUCAS—I am just looking at the question of indexation at the moment. What
might occur when the so-called Fair Pay Commission brings down its decision later this year?
If they bring down a wage decision that is less than the component of wages in the two per
cent, what happens?

Mr Broadhead—It is my understanding that, once the rates are struck, the rates are struck.
They are struck on the information available at the time, which, under the current
arrangements, is the most recent safety net adjustment, and that is the basis of the two per cent
in part. To my knowledge, we do not make mid-year, as it were, rate adjustments to reflect
revised decisions. The next point at which they would be adjusted would be the subsequent
year, and that is when the Fair Pay Commission’s determinations would be taken into account.
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Senator M cL UCAS—Thank you. The minister, as he explained, after the meeting with the
Australian ministers for aged care, put out a statement with four elements. The first was that
there was going to be an improvement in the culture surrounding the reporting of abuse so
that people who come into contact with residents of caged care understand their
responsibilities and their duty to act on abuse cases. How is that proposed to be implemented?

M s Scheetz—I think that is around the range of measures that the minister has announced
that he is considering that relate to police checks, the consideration of compulsory reporting
and the strengthening of the complaints resolution scheme, which will, in combination, lead to
aculture of reporting.

Senator McLUCAS—The fourth dot point said that we were going to ensure protection
for whistleblowers within the residential aged care industry. How is that going to happen?

Ms Scheetz—We are currently considering how that would work in conjunction with a
compulsory reporting scheme, but there has been no decision made on either of those
measures at this point.

Senator McLUCAS—That is happening internally in the department?
M s Scheetz—Yes.

Senator McLUCAS—When do you expect that those deliberations will be able to be
compl eted?

M s Scheetz—Over the next couple of months.

Senator McLUCAS—Is there a genera time line for the implementation of these
proposals?

M s Scheetz—We have atime line for consideration of the issues. One of those issuesis the
time frame for implementation. That will al be considered in the context of the further
discussions about the measures.

Senator McLUCAS—What does that time frame indicate at the moment? | suppose it
depends on what you find out.

Ms Scheetz—Yes. Some of the measures will require legislative change and some will
have requirements for providers to do things differently. The consultations we are having at
the moment will inform us and will lead to recommendations about the time frame for
impl ementation.

Senator M cLUCAS—What elements would require legislative change?

Ms Scheetz—If we require compulsory police checks on staff, that will have to be a
requirement. If we introduce a compulsory reporting regime, it may be something that could
be subject to legidation. There are dements of whistleblower protection which could also be
subject to legidation. If we make changes to the Complaints Resolution Scheme, that may
also require some change.

Senator McLUCAS—Thank you.

Mr Broadhead—Going back to my earlier answer about the level of change, | have the
precise figures in front of me now. Between 2004-05 and 2005-06, residential subsidies
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increased $298.2 million, based on the expected outcome for 2005-06. The difference
between the expected outcome this year and the projected outcome for next year is $299.6
million. So they are very similar figures.

Senator M cLUCAS—The 2004-05 is actual, though.

Mr Broadhead—The 2004-05 is an actual. The 2005-06 is where we expect to end this
year. Then, taking where we expect to end this year and what we are projecting for next year,
the difference is $299.6 million. The earlier figure is $298.2 million and the later figure is
$299.6 million. So there are very similar levels of growth.

Senator McLUCAS—Thank you.

Ms Murnane—Senator, if | could just go back to a question you asked and Ms Scheetz
answered, | think we should also bring into the answer to that question the increased number
of visits, and particularly unannounced visits, to aged care homes, which will do a number of
things. It will servein heightening awareness, which isincredibly important. That in itself will
confer support to staff who might otherwise be reluctant. We should say also that, for
anything that is likely to come under a state crimes act, there is an obligation on the home to
report that. We have always said that, and many homes do that.

Senator McLUCAS—That is an obligation one carries by being human, but we have
learnt about other things in the last few months. There was an ABC report on 26 April this
year that said that a 51-year-old aged care worker had been charged with assaulting three
ederly residentsin afacility in Buderim in Queensland. What is the government doing, and in
fact what can the government do, to investigate where else this individual may have worked
or do to ensure that, while that investigation is occurring, that person is not employed in
residential aged care?

M s Scheetz—In that particular case the care provider was aware that the person may have
been employed in another place and advised that home. The process that would enable that to
happen is that, if somebody attempts to seek employment in another home, the home would
have a requirement to follow up previous employers and receive information from the
provider about the suitability of that person in their checking of that person to become an
employee. So it would generally be something that is governed by the industry.

Senator McLUCAS—BuUt that is only if the potential employee told them that they had
previously worked somewhere else.

M s Scheetz—That is correct.

Senator M cLUCAS—They would have no other way of knowing.

M s Scheetz—That is correct.

Senator McLUCAS—Soin that case thereisreally very limited scope for the department.

M s M urnane—There are compulsory police checks. | think that in this case though, going
back to what Ms Scheetz said, the previous employer heard that man was likely to be or was
employed by another home and alerted that home.

Senator M cLUCAS—In the case of Buderim, which is a small community, the number of
providers is small and obvioudy they talk to each other a lot. But in a larger centre that
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capacity is not necessarily there. | know it is not a huge sector but these things can happen.
Do we have any understanding of what the level of conviction of people who are charged with
assault of older Australians is compared with the level of conviction of people charged with
assault of people who are not old?

Ms M urnane—Are you talking about assault and whether it isin an aged care home or in
the community in general ?

Senator MCLUCAS—Yes.
M s Murnane—No, we do not have that figure.

Senator McLUCAS—Is it an issue that you are contemplating? Are you thinking about
devel oping a response to the allegations that we have heard?

Ms Murnane—Our focus at the moment is on vastly giving visibility to an improved
situation in aged care homes. There is a view in the wider community and that has been
raised. A number of groups and people have raised it. It is not necessarily our direct
responsibility. It is certainly something that we have an interest in. We are happy to see if such
afigureisavailable but it might be hard to get.

Senator McLUCAS—It goes to the question of the alleged abuse of elderly people who
have dementia or are disabled in that way. There is a real issue in terms of a charge being
brought and resulting in a conviction. That has to be considered in informing policy responses
tothis.

Ms Murnane—I| agree with what you are saying as a matter of principle, but if you are
getting at the effectiveness of the laws in this matter and enforcement and the decisions of the
courts, it is something we cannot go into, but it is something we can talk about. The minister
has said he has a representative of the AFP on a committee, but that is not something we have
direct influence over.

Ms Halton—Senator, it is a well-worn path and | do know if anyone has found the final
destination, which is how you get evidence, where alleged events have occurred, from people
who are in some way challenged in providing that evidence. We can see that in any manner of
difficult cases. It is something we are not unsympathetic to but it is not our direct
responsibility.

Senator M cL UCAS—In the Courier-Mail on 29 May, there was a quote from the minister,
who said that the staff member under investigation—I think thisis a different staff member—
no longer worked at the home and he was satisfied that no resident was in danger. How could
the minister be assured that no resident was in danger, given that we have identified that we
cannot track staff through the system?

Senator Santoro—The briefing | was provided reassured me that was the case, so | was
very happy to be quoted.

Senator M cLUCAS—So a briefing from the department assured you that no resident was
in danger?

Senator Santoro—Not once the discovery was made.
Senator M cLUCAS—No, those were not the words that you used.
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Ms Murnane—I think you are getting into a very interesting area. It really is an area of
negative proof. The minister was talking in the context of this home, where there had been an
allegation and then somebody had been removed from the home. Can any of us answer a
general question like: * Are you always safe? |s anyone in danger? Of course we cannot.

Senator McLUCAS—That isright. That is essentially the point | am making, too.

Ms M ur nane—But what we can do—and this is the way we live our lives—is reasonably
and proportionately be able to accept what is assurance, in the circumstances. We cannot be
certain that, when we drive on the road tonight, somebody will not cross the line and drive
right into us. Nevertheless, we assume that because we have reasonable confidence in the
normal order of our society. | think we have to live and engage in the administration of aged
care homes with this assumption, while taking all precautions. And that is what we are doing.

Senator McLUCAS—Did the brief to the minister on this issue say that the department
was satisfied that no resident was in danger?

Senator Santoro—Every brief that | get that advises me in relation to an allegation in a
nursing home or aged care facility should not come to me without an assurance that every
possible step to protect residents at that aged care facility has been taken. A brief to me in
relation to a specific incident, as Ms Murnane has just stated, would not be acceptable. A brief
should not come to the minister if it does not contain that assurance.

Senator McLUCAS—So the brief said that the department was satisfied that no resident
wasin danger?

Senator Santoro—I again refer you to the answer given by Ms Murnane—that is, in
relation to that specific allegation, | was satisfied to the point that | was able to make that
statement. However, as Ms Murnane says, you cannct give an absolute guarantee that any
resident in any aged care facility is absolutely free from danger 24 hours a day. When | have
been challenged to explain precisely what | mean by that, | instance a situation where we
make it mandatory for every staff member to have a police check. At any time, according to a
police check and other precautions that are taken at hiring and induction, we are satisfied that
a carer who comes in direct contact with a resident is 100 per cent safe. From that point
onwards, provided there is no change in the workforce, you should assume that in those
circumstances that resident is safe. | say that, even under those circumstances, as a
responsible minister | cannot give the guarantee that every resident from that point onwardsis
safe.

Senator McLUCAS—BUt you did, Minister.

Senator Santoro—No, we are talking about a specific incident here. With respect, | do not
want you to put words in my mouth or construe a meaning that (1) | did not intend and (2) |
do not believe | conveyed. But let me get back to the analogy. So you have a workforce that
has been there, unchanged—and | know that | am talking hypothetically, but | want to stress
the point—for, say, two years. What happens if somebody mentally snaps under pressure and
stress and becomes, to some extent, demented? | am just talking about carers. What happens if
aresident also—for whatever reason, including medical reasons—decides to become violent,
as some residents do under certain circumstances? Does that mean that | can say categorically
that no resident will be in danger? Of course | cannot. No minister—Liberal, Labor or

COMMUNITY AFFAIRS



CA 88 Senate—L egidation Wednesday, 31 May 2006

Callithumpian—would ever make that guarantee, because people do snap. Even the most
virtuous, at times may in fact fall into a bad temptation. So | say my mantra to you: we take
every reasonable precaution, but we cannot guarantee total safety in aged care facilities, just
like you cannot guarantee total safety in this place, on the roads or in any other place where
human beings mix, particularly in large numbers. It is a sad fact of life—

Senator M cLUCAS—I do not want to labour the point.
Senator Santoro—You have been labouring the point.
Senator M cLUCAS—I was astonished at your absol ute, unequivocal—

Senator Santoro—But | was talking in relation to a specific person. | do not know why
you cannot grasp that particular point. | was asked a question—

Senator McLUCAS—You are absolutely sure there is no way this person could take up a
position in another facility that you would have no idea about?

Senator Santoro—I was talking about whether the residents would think—the question
was in relation to residents in the facility in question. | was able to give that unqualified
assurance based on advice. | think | now see where you are coming from. You are asking me
can | provide an assurance for every other resident in every other possible facility where this
person may go. Hopefully, because of the reasons contained in the answers already given to
you, that person will not be practising in any other facility. | think that is the best answer we
can give you there. But | was referring specifically to people residing in the facility where the
alleged actstook place. | hope that clarifiesit for you.

Senator McLUCAS—You might just want to read the sentence in the Courier. The way it
has been printed, it seemed to be an unequivocal guarantee that this man would not hurt
anybody else.

Senator Santoro—In that facility.

Senator M cLUCAS—It does not say that.

Senator Santoro—I regret that it did not say that. | did not intend to convey that exclusion.
Proceedings suspended from 4.11 pm to 4.29 pm

CHAIR—The Senate Community Affairs Legidation Committee will reconvene for the
Health and Ageing portfolio estimates. Before the break we were dealing with outcome 4.
Senator McLucas has more questions.

Senator Santoro—With the indulgence of Senator McLucas and the committee, as |
finished giving my answer | thought about the quote that Senator McL ucas was referring to in
that article. For the benefit of the Senator McL ucas and the committee, | will read what the
journalist thought that | said. | would like to quote directly from the article. It says:

Senator Santoro said the staff member under investigation no longer worked at the home and he was
satisfied no resident was in danger.

Clearly, first of all, it is not a direct quote, and, even though it is not a direct quote, it is
certainly, in my view, pretty unambiguous in terms of the fact that it is referring, | would
think, to residents in that home. In the back of my mind | thought that | was pretty clear, but |
wanted to check it. | just inform the committee of that.
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CHAIR—Thank you for clarifying that.
Senator M cLUCAS—I do not want to labour this point.
Senator Santoro—Neither do I, so | am happy for the record—

Senator McLUCAS—BLUt it is in the context of the fact that we have no method of
tracking any employee from one facility to another. We established that earlier today. | know
that you are talking about that particular residential aged care facility. When | was a teacher |
used to teach children to read. It is quite plain if you read that word for word that there is a
guarantee in there that no resident isin danger. We could argue about this for hours.

Senator Santoro—We could, but | do not want to do that.
Senator M cL UCAS—Good.
Senator Santoro—I just want therecord to stand asiit is.

Senator McLUCAS—I could have read it out myself. We just have a different take on the
sameissue.

Ms Halton—While there is a pause, we were asked for the list of office locations for the
department. | have that list and | am happy to tableit.

CHAIR—Thank you.

Senator McLUCAS—Can | go to the process of when an accreditation audit occurs and
what happens after that. When you complete an audit and you find that the facility has not
passed all 44 outcomes, what is the process after that?

Mr Brandon—I will give you some background to give you the context. The assessment
team provides a report to the agency. The assessment team, as you are aware, is an
independent team. The decision maker in the agency then takes into account a number of
things which are set out in the legislation. Those things include any information we have from
the provider following the audit; the audit report itself, of course; the history of the home; any
information we have received from the department and any other information that we happen
to have about the home. The decision maker then forms a view as to the compliance with the
expected outcomes.

The decision maker then forms a view as to whether the home will be accredited or not
accredited. If the decision maker determines that the home will be accredited, he or she
determines the period of accreditation. In doing that, the decision maker takes into account the
level of compliance, the history of the home, the activities or the improvements or otherwise
that the home has made since the audit—in that period between the audit and the decision—
and the sense of the likelihood that the home will meet any timetable for improvement that we
apply to that home. Once that is done, the home is advised of the outcome. As a matter of
admini stration we place the report with the decision on the website.

In that picture, the home has an opportunity to seek a reconsideration of our original
decision—that is, they can ask us to consider new information they would provide. | stress
that the reconsideration is a decision made at the time of the reconsideration decision; it is not
areview of the earlier decision. Subsequent to that, they can then apply to the AAT for review
of the reconsidered decision.
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Senator McLUCAS—The time in the sequence that | am looking for is when you place
the report on your website. Is that after the home has an opportunity to respond to your
findings?

Mr Brandon—Yes.

Senator McLUCAS—There is no prescription about the time that it takes for the audit to
be conducted and areport is placed on your website, is there?

Mr Brandon—That is correct.
Senator McLUCAS—What is the average amount of timethat it takes?

Mr Brandon—I would have to take that on notice because it varies. If the home lodges a
reconsideration, that will delay it. If they lodge an AAT, that will delay it further. | would also
advise you that, when the report does go up, the attachment to that report also sets out any
changes that have been made in the intervening period.

Senator McLUCAS—So thereport is not amended; it is just added to?

Mr Brandon—No. The legidation is quite clear on that: the report is the report of the
assessment team.

Senator M cLUCAS—You then provide that report to the department—is that correct?

Mr Brandon—Yes. The legidation sets out our obligations to report things to the
department.

Senator McLUCAS—AnNd then the department makes a decision about whether or not a
sanction is applied?

Mr Brandon—I would have to ask the department to answer that.
M s Scheetz—That is correct.

Senator McLUCAS—How do you make a decision about whether or not a sanction is
applied?

M s Scheetz—The | egislation prescribes when the department can go directly to sanctions,
and that is where the department or the delegate determines that there is an immediate and
severerisk. In other cases, the department can issue a notice of non-compliance, based on the
level of non-compliance. Generally, the consideration is that, if the agency has the home on a
timetable for improvement, we will wait until the home has worked through that timetable for
improvement and, if they fail to meet the timetable, we would generally then issue a notice of
non-compliance. There are some cases where there is significant non-compliance and we
would issue a notice at the same time that they are on a timetable from the agency.

Senator M cL UCAS—How do you make the judgment that there is immediate and severe
risk?

M s Scheetz—The legidation prescribes the considerations. | would need to get a copy of
that to give you the specific wording. It is made on a case-by-case basis and it is based on the
detail of the agency report. The agency is able to find serious risk, and generally where the
agency finds serious risk we then make a judgment about whether that is also immediate and
severe. It is a dlightly different test. If there is significant non-compliance that we beieve
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could add up to a significant and immediate risk then the del egate has the option of placing a
sanction.

Senator McLUCAS—Regarding the last 25 homes whaose reports were placed on the
website, | am trying to understand whether a trend is happening. Of those 25 homes in the
past year, seven received a sanction and 18 failed very similar outcomes to those that were
sanctioned. It is hard to understand why some were and some were not sanctioned. | amtrying
to understand when a sanction is applied as opposed to limiting their period of accreditation
or some other—

Ms Scheetz—It is a judgment in each case. We have delegates who make those decisions
and they all come through the central office so that there is consistency in the decisions. Each
oneislooked at as an individual case soit is difficult to comment without knowing the cases
that you are referring to. But we slavishly follow the legidation and each del egate takes into
consideration theissues in the particular case.

Senator McLUCAS—Do you monitor to see if there are trends appearing in the
application of sanctions?

Ms Scheetz—There is not a huge number of actual sanctions so we, in an ongoing way,
monitor the homes that are under sanction and the reasons for those sanctions, so we are very
closdly involved with our state offices in those decisions. Any home that has a significant
amount of non-compliance we keep a very close eye on as well, so we do try to maintain
consistency in those decisions nationally.

Senator McLUCAS—How do you do that?

M s Scheetz—It is generally by looking at each of the cases and having alook at the issues
around the cases and the previous decisions, and making a judgment.

Senator McLUCAS—Would you have a look back over the last few years and simply
provide the committee with the number of homes that were found to be non-compliant with
44 out of 44 outcomes, and the number of sanctions that have been imposed after that period
of time?

MsMurnane—That is also something that, when | was an observer on the agency board, |
asked the agency to look at. Mr Brandon has looked at that and might be able to answer that
question.

Mr Brandon—I do not have the statistics with me. | will have to take that on notice, | am
sorry.

Senator M cLUCAS—Given that that work has been done and there has been a discussion
at your board about it, can you talk generally about trends that you may have observed since
the inception of the act?

Mr Brandon—Are you asking about trends in sanctions?
Senator M cLUCAS—Yes, trends in applying sanctions.
Mr Brandon—I do not have those figures, | am sorry.

M s M urnane—I thought your question, Senator, wasin relation to—and that was what my
answer was in relation to—homes that had met the full standards at accreditation and got
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three years accreditation, and then had sanctions applied to them. | thought that was what you
were asking and that was what my answer was to.

Senator McLUCAS—No, what | am trying to understand is if there has been any change
in the number of facilities that have been sanctioned over time. It seems to me in the snapshot
that | have been able to research that a much smaller number of facilities with quite similar
problems are sanctioned, and there are other facilities that fail the same outcomes that have
similar problems in them but do not get sanctioned. It is, firstly, the issue of consistency,
which you have answered—it is a difficulty, it is a judgment—but it is also the issue of
whether there are any trends appearing in the application of sanctions.

M s Scheetz—We will look at that and get back to you.

Senator M cLUCAS—Thank you. Mr Knowles, | appreciate your coming today. | think it
isyour first visit to estimates?

Mr Knowles—Yes, Senator.

Senator McLUCAS—Welcome. These questions you may be able to answer and the
department might want to take as well. In program 4.3, Ageing information and support, can
we get a breakdown of the funding that goes to the CVS, the advocacy service and then the
CRS? Can you break down those three el ements?

M 's M ur nane—I do not think Mr Knowles would have that information.
Senator McLUCAS—No, | am not asking Mr Knowles to read the budget for me.

M s Scheetz—In relation to the CV'S, in 2005-06 the total funding was $6.529 million. In
relation to the advocacy program, the total funding in 2005-06 was $2.37 million, and | am
advised that the funding for the CRS was $912,000.

Senator M cLUCAS—That was 2005-067?
M s Scheetz—Yes.
Senator McLUCAS—Could | have the estimates for 2006-07 for those three programs?

M s Scheetz—I am trying to get the total funding figures. | have the additional funding for
2006-07 but not the total.

Senator McLUCAS—While you are looking for that, | think Mr Knowles might know the
answer to this question: for funding allocated to the CRS for 2006-07, has there been any
increasein your budget from last year?

Mr Knowles—| do not actualy manage the CRS. That is managed through the
departments.

Senator McLUCAS—I do have some questions for Mr Knowles. We can come back to
that, Ms Scheetz.

M s Scheetz—We will get those figures for you, yes.

Senator McLUCAS—Mr Knowles, the reason | have asked you to come to the hearing
today is to talk about the comments you have made about the need for change to the model
that the CRS operates. | wonder if you could explain to the committee the basis of your
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concerns and what you think is required in order to allow the CRS to operate more efficiently
or operate better.

Mr Knowles—My starting point would be that for most complainants the existing scheme
works well—and the surveys that we undertake following peopl€'s interaction with the
scheme tend to support that—but there is a group of complainants and some providers who
feel that the alternate dispute resolution model on which the scheme is currently structured
does have limitations. Some complainants have a sense that they are prosecuting the case on
their grievance. Some providers fedl that they are forced to establish their innocence through
that process.

Two years ago, my office and | did detailed, in-depth consultations with both complainants
and providers who had interacted with the scheme in the previous 12 months. There was a
strong view amongst both groups that the scheme would be enhanced if we embraced a more
investigatory model, so that the first initial contact would be trained to establish the facts
around the particular complaint and establish whether or not there had been a breach on the
provider’s part. So | have advocated that | think that would be an improvement.

Secondly, because the scheme is managed through state and territory offices—we currently
have eight intake points—| have argued that, for consistency and providing even better
support to those complainants wanting to lodge matters with the scheme, if the scheme
operated with a central intake it would enable more experienced staff to be used and, at the
first point of contact, if you like, to establish much more detail around the experience about
which the complainant is complaining. They are the two major changes that | have suggested
would improve the scheme.

Senator McLUCAS—Regarding the ability of the scheme to investigate, would that
require a change to the | egislation?

Mr Knowles—It would certainly require, as a minimum, changes to the principles under
which the scheme operates. The principles currently very much embody the alternative
dispute resol ution model. In practice, we have, if you like, strengthened as far as we can the
initial assessment, but it still does not reach to the point of an investigation. It is more that it
takes the information provided by the complainant and the provider’'s response and an
assessment is made, rather than what we see in the processes of most of the state health
commissions, where they undertake more of an investigation around the issues.

Senator McLUCAS—You would think that the next step past an investigation would be a
point of arbitration or a finding.

Mr Knowles—If one establishes that a breach has occurred, then the judgment is: what is
the nature of the breach? Is it a one-off issue where the best outcome is to reconcile the two
parties and, therefore, would some form of conciliation or mediation be appropriate? At the
other extreme, if it represents a more serious breach, then | think it requires a change on the
part of the provider. If it points to wider systemic issues, clearly that is a matter that ought to
then be referred to the agency.

Senator McLUCAS—You said that you undertook a review two years ago—I do not think
you used the word ‘review’, but can we use that word?
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Mr Knowles—Yes.

Senator M cLUCAS—Did you instigate that yourself?

Mr Knowles—Yes.

Senator M cLUCAS—When you completed it, did you provide that report to the minister?

Mr Knowles—It really followed a process after we started collating the satisfaction
surveys that providers and complainants submitted. We did it as an exercise to delve a little
deeper than the informati on we had been able to achieve. It was an exercise structured more to
the operation of the scheme, and so | used the review to brief the staff of the scheme. | think |
referred to it in my annual report and indicated that, out of that review, there was support for
looking at an investigatory model. Then, with the department, | subsequently looked in
greater detail at how that might be achieved.

Senator M cLUCAS—Weas that report provided to the minister?
Mr Knowles—Yes.
Senator M cL UCAS—When was that?

Mr Knowles—It was provided to the current minister on his appointment. It had been
completed just prior to that.

Senator McLUCAS—Did that report cover the discussions you had had with the
department subsequent—

Mr Knowles—It was a jointly developed report with the department around some of the
implications of moving to an investigatory model. It was more a working paper than a report.

Senator M cL UCAS—Going to the question of consistency, what is the problem now with
the fact that, as you said, there are eight intake points? Why does that present a problem?

Mr Knowles—We list statistics either as information calls or as complaints. Over recent
times we have been working hard to try to ensure that all complaints that are lodged are listed.
| have a sense that some of what we might describe as anonymous complaints are actually
listed in the data as information calls. The department and my office have worked hard and
we have a manual for the way matters ought to be treated, but you always get some variation.
In some states, particularly some of the smaller states, staff who are handling complaints also
have other responsibilities and that leads to a change. The states have dightly different
structures with the way they deal with compliance/complaint matters. That can all happen. At
the edges there is some impact on the way the scheme operates. From time to time, | receive
reports from both advocacy services and providers that they have a sense that some issues are
handled slightly differently in one jurisdiction to what they are in ancther.

Senator McLUCAS—That has certainly been brought to my attention as well. How do
you define an information call?

Mr Knowles—Essentialy, it is any call that comes through that is not a complaint. But
often people will ring and convey seek information—they may say that a certain event
happened and ask whether that is something that ought to have happened. It might well be
that they are just seeking information about where they go if they have a problem. Sometimes
people will actually talk about an experience, but, when asked whether they will make a
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complaint, they say, ‘Not yet—I want to go back and talk to the director of nursing,” or some
other person, or, ‘I will think about it.” They would be listed asinformation calls.

Senator McLUCAS—But you are saying that anonymous complaints were registered as
information calls?

Mr Knowles—If someone rings up anonymously and, to take an extreme example, says,
‘There are no staff on at night in X home,” that might be recorded as an information call and
that information would be referred to the compliance section of the department. It could be
lodged as an anonymous complaint, which would then be formally transferred to compliance.

Ms Murnane—I have a different view on that sort of example, which | would regard as a
very serious example. Anonymity does not mean that we do not investigate in the compliance
function the department has. Very definitely we do. The recent claim about rape in
Melbourne, for example, was an anonymous complaint and the department was out there that
very day. It had gone to the palice, told the provider they were going to the police and advised
the provider to go to the police. So | do not think that there is a correlation between an
anonymous complaint and being logged as an information call. Sometimes it might happen—I
am not saying that it would not. But | think that, once you reach an anonymous call that
provides information that is prima facie grave and definite, my experience of talking with our
state officers is that they will investigate that or they will start to. That will go into the
compliance flow. It will not go into complaints resolution or the mediation type processes.

Senator M cL UCAS—Who do you mediate with? It is anonymous. | do not think you are
talking at cross purposes, to be frank.

Mr Knowles—Absolutely. | certainly did not wish to infer that anonymous information is
not acted upon.

Senator McLUCAS—No, and | did not take that from what you said either. In terms of
getting myself an understanding of this issue of consistency and logging, it is a statistical
issue rather than one of what happens with the information once you receive it. Can you
provide the committee with the state-by-state cut between information calls and complaints?
Arethey the only categories of call that we have?

Mr Knowles—Yes. They are listed in my annual report each year.

Senator McLUCAS—BYy state?

Mr Knowles—Yes.

Senator McLUCAS—I will go and look it up there.

Mr Knowles—We do it state by state.

Senator McLUCAS—ANd that is what led you to think that there might be a consistency
guestion?

Mr Knowles—Yes, because thereis some variation year on year and between jurisdictions,
which | guess led us to question why we are getting these inconsistencies. There has been a
decline in the number of anonymous complaints over recent years, and yet we do not have a
sense that that reflects serious issues coming to the notice of the department.

Senator M cLUCA S—The staff who manage the phones, do they have a script?

COMMUNITY AFFAIRS



CA 96 Senate—L egidation Wednesday, 31 May 2006

Mr Knowles—Yes—
Senator McLUCAS—Itisabit hard to script.

Mr Knowles—Yes, you cannot script, but they certainly have a manual, and each staff
member is provided with training about how best to draw out information, provide
explanation. We are very keen, at the assessment stage, to help complainants understand what
the scope of the scheme is, and that we can really only take matters into the scheme that
represent a breach of providers' responsibilities as set out in the legidation. Sometimes it is a
matter of providing advice. People might wish to complain about a doctor; that is more a
matter for the medical registration board. If it is a criminal matter, that is a matter for the
police.

Senator McLUCAS—What about your data collection methods. If someone rings up and
makes the complaint that you talked about, for example—that is, no staff is on at X place
overnight. If it is not anonymous, the person will give their name. Is there a method of
tracking that? If Julie Brown rings up and makes that allegation, and then she rings back, what
happens to your data set then?

Mr Knowles—That next call is simply added to the existing file, if you like, of that
particular complaint. We track each complaint through the data set at the various stages, or the
department does.

Senator McLUCAS—The first call would have been, quite rightly, called an information
call.

Mr Knowles—No, not necessarily. If the person actually made a complaint and indicated
they wished it to be a complaint, then it would be registered as a complaint and the process
would start.

Senator McLUCAS—Sorry, | think we are talking at cross purposes again. If someone
rings up and says: ‘ Thisis what's happening at the place where my mum is. Tell me about it.’
You simply provide information, and ask them if they wish to make a complaint. They say:
‘No, | don't. | want to go away think about it.” They eventually ring you back. What happens
then? Isthat then registered as a complaint?

Mr Knowles—Yes, when they ring back and say, ‘No, | wish to pursue it.” Depending on
theinitial information, if it points to serious concern, then that information will be transferred
to the compliance section, but it will not be listed as a complaint under the person who just
rang. If the person then rings back and wants to go to complaints, they proceed with their
processes. If a person rings back and says, ‘| want to lodge a complaint,’ then it is registered
as a complaint, and the process, as set out in the principles, can then commence.

Senator McLUCAS—I understand there is going to be a review of the CRS. Is that
correct?

Mr Knowles—The minister has indicated that heis prepared to consider it.

Senator Santoro—The continuation of the CRS as it currently exists is certainly under
review in my office, and obviously | am taking advice from the department in relation to it.

Senator M cL UCA S—Has a decision been made about who might conduct that review?
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Senator Santoro—I am considering the commissioner’s original working document, and |
am taking advice from the department and | am also consulting the industry.

Senator M cL UCAS—So no decision about whether or not areview will be—

Senator Santoro—At this stage, a final decision has not been made as to what will be the
outcome of that review, no.

Senator M cL UCAS—Sorry, you have made a decision that there will be areview. |Is that
correct?

Senator Santoro—As | have indicated in the Senate, | am certainly considering alterations
to the complaint resol ution scheme, yes.

Senator M cLUCAS—AnNd that will beinformed by areview?

Senator Santoro—It will certainly be informed by the advice of the commission, it is
informed by the advice that | am getting from the department and it is also informed by
advice that | am getting from the sector.

Senator McL UCAS—So what will the process be that you undertake or the department is
asked to undertake to lead us to a changed activity for the CRS?

Senator Santoro—The process is the serious consideration of all the material before me,
and at some stage | will formulate my own views and take a submission to cabinet.

Senator M cLUCA S—Isthere any opportunity for input from people in the community?

Senator Santoro—There will be ample opportunity, absolutely. | intend to consult the
sector extensively. As | have said, | have already started the process of consultation. | have
flagged the potential for reform of the CRS with the advisory committee. The prospect of
reform after the experience of three or four years of operation is certainly welcomed.
People—including the commissioner, obviously—think that the scheme can be improved. We
will take key suggestions and responses to his suggestions from the broad sector and we will
prepare a cabinet submission and go forward. But there will be ample opportunity for the
sector to continue.

Senator McLUCAS—Will there be a formal process, Minister? It has been an issue that
the Senate Community Affairs Committee made comment about. Obviously the commissioner
isworried about it. | need some comfort and | think the community needs some comfort that
there will be opportunity for comment and input.

Senator Santoro—Absolutely. | can assure you that the views of the Senate inquiry are
also being considered, and | suppose when government makes its decision that will be the
definitive response by government to the commissioner’s working paper, | think he called it,
the community views and the Senate views. It will be a very definitive response.

Senator McLUCAS—You are not describing to me aformal process of consultation yet?

Senator Santoro—I think you would observe that | am one of the most consultative
ministers in the government. | am out there talking to the sector, going to meetings of peak
bodies, presenting views, accepting and receiving views and accepting feedback as valued and
valuable. You must be under no misapprehension, and | want to give you as much comfort as |
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possibly can, that the community will have no complaints in relation to the consultation
processes that | havein place.

Senator M cLUCAS—We must fed very confident that the whole of Australia is listening
to this estimates and therefore they know about it, Minister.

Senator Santoro—The whole of Australia does not have knowledge, | wish to stress, just
from listening to this particular estimates committee hearing. In fact, | doubt that much of
Australiais listening to the proceedings here—although | hasten to add that, if they were, they
would benefit greatly from it and be reassured that the aged care sector of the country isin
very good hands, if | can say soin front of the departmental people who do awonderful jobin
helping me to manage it. But the point that | make is that the sector knows. | have been at
meetings of the peak bodies as well as with many individuals and many individual leaders of
the sector. | have been talking and consulting, but there will be an intensive degree of
consultation at some time in the near future.

Senator M cL UCAS—Commissioner, | wonder if you could explain to the committee what
has happened since 2000. There was a report, | understand, that was made by you. | do not
know if you were the commissioner in 2000.

Mr Knowles—No. You might be referring to the Commonwealth Ombudsman’'s own-
motion report from 2000.

Senator M cLUCAS—Yes. What has happened within the CRS since then?

Mr Knowles—All of the recommendations that the Ombudsman made have been taken up
and implemented. A lot of that work revolved around the establishment of a manual which
clearly established the appropriate processes. There has been a lot more training. The
department has made significant investment in the training of staff which was recommended
by the Ombudsman. We have been much clearer on the actual focus, the processes, of what
issues can be taken into the scheme. There have been some amendments to the principles of
the scheme which have allowed the scheme to cease to deal with matters rather than being
totally captive to the wishes of the complainant. That was one of the limitations. One of the
consequences of that limitation was that it discouraged the scheme from taking on matters
where they were unsure of how they were going to handle them. The implementation of
‘cease to deal’ has enabled the scheme to take more issues into the scheme. In that process, if
they establish that there has not been a breach then the scheme can cease to deal. | think a
significant number of improvements have been made to the scheme since the Ombudsman’s
report.

Senator McLUCAS—I go back to the definition of a complaint. When people log a
complaint with you, you make a judgment at that point to accept it or not accept it as a
complaint.

Mr Knowles—Yes, after assessment.

Senator McLUCAS—How do you do that?

Mr Knowles—Generally, the complaints resolution officer will make contact with the
provider, ascertain their perspective on the issues and gain whatever information is possible.
The real judgment comes to: does what is being complained of represent a breach of the
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provider’s responsibility? That is the assessment. It is not that it is a breach but, if the issue
can be substantiated, does that represent a breach? It is very much the initial assessment of the
issue as to whether the issue will be taken into the scheme as a complaint.

Senator McLUCAS—You referred earlier to what you thought was a good satisfaction
rating. Twenty-seven per cent of complainants feel that their complaint has not been
satisfactorily resolved.

Mr K nowles—Yes—not completely.

Senator McLUCAS—I understand that the terminology is ‘not satisfactorily resolved'.
How does that compare with other complaints authorities? People tend to be unhappy if they
have come to you, and to make someone feel competent is pretty hard work.

Mr Knowles—Absolutely. It goes to the point: what is creating the dissatisfaction?
Sometimes it is the length of time that the complaint has taken. Sometimes they are
dissatisfied because what they set out to achieve is simply not possible. People will
sometimes express at the time of lodging that the outcome they want is the dismissal of the
director of nursing. It is not possible to provide that outcome through the complaints
resolution scheme. | would make two points. Our rate of return of satisfaction survey formsis
very high for a voluntary scheme—it is around 50 per cent—whereas for most voluntary
schemes it ranges from about 10 per cent to 20 per cent. So it is quite high. You indicated 27
per cent. Survey percentages can be interpreted however you will, but about 87 per cent last
year expressed a view that they were satisfied or partially satisfied as a result of ther
interaction with the scheme. While one would always aim to try and achieve a 100 per cent
satisfaction rating, that is a relatively good result given the nature of the scheme and the
sector that we are dealing with.

Senator M cLUCAS—Sure. Isthe 27 per cent of complainants the people whose complaint
has been accepted as a complaint?

Mr Knowles—Yes.

Senator McLUCAS—Do you survey the people whose complaint is not accepted as a
complaint?

Mr Knowles—No, we would not where the complaint has not been accepted. They do
have the right to seek a review. If they seek a review then the issue comes to my office and |
provide a report on the initial decision. But that is not registered then as a complaint which
would be subsequently concluded. Those surveyed are those whose complaint has been
finalised through whatever means.

Senator McLUCAS—What is the split between complaints and issues that are potential
complai nts—between those that were accepted as complaints and those that were not?

Mr Knowles—In the current year, of complaints lodged, the scheme has not accepted five
per cent. To this point 1,103 complaints have been lodged and five per cent of those were not
accepted as complaints. So it is areatively small amount. Of those, 40 per cent appealed and
in 62 per cent of those cases where an appeal was held | recommended confirmation of the
original decision.

COMMUNITY AFFAIRS



CA 100 Senate—L egidation Wednesday, 31 May 2006

Senator M cL UCAS—Sixty-two per cent confirmed—so 38 per cent were then accepted as
acomplaint?

Mr Knowles—Yes.

Senator McLUCAS—Is there consideration of amalgamating the phone staff in one
location, as the commissioner has recommended?

Mr Knowles—I was not recommending that; what | have suggested is a central entry
point. | certainly would be of the view that one requires staff spread around the country to
manage the actual complaints. My suggestion did not go to locating all staff in one location
but simply to develop a central entry point so the first call would come to more experienced
designated staff. With the use of technology, they do not have to be all in the one location.
You would have more experienced designated staff who would be the first point of entry for
the complaint so that there would be a consistent approach with more experienced staff and
they would, because of their experience, be able to draw more material out and get a clearer
understanding as to whether the issue was something that could be managed by the scheme.

Senator McLUCAS—What proportion of those staff who are receiving phone calls have a
background in aged care?

Mr Knowles—That is not a criteria. These are departmental officers in the various state
and territory offices. As | said, it is not so much that they have a background; they are
provided with departmental training once they are allocated to the complaints resolution
scheme.

Senator McLUCAS—I think you would agree there is alot to learn? | have learned a lot
in the last two years.

Mr Knowles—Yes, absolutely. Some of that comes with experience.
Senator McLUCAS—What is on the complaint file—I dare say thereisa pro forma form?

Mr Knowles—The database is an electronic one which details the nature of all the
conversations the officer has in trying to negotiate an outcome for that complaint. It will also
record any correspondence and the nature of that correspondence between both the
complainant and the provider through to finalisation. The complaint may be finalised after
negotiation and both parties are satisfied that the issue is finalised. It might be finalised
through mediation or, if that is not possible, it could be referred to my office for it to be
determined by a committee.

Senator McLUCAS—Does it have a field where the facility being complained about is
identified?

Mr Knowles—Yes.

Senator M cLUCAS—Isthere any other sort of pro forma information on that form?

Mr Knowles—No. What is on the file is the nature of the complaint that is being managed.

Senator McLUCAS—Did it used to show or does it show the electorate that the residential
aged facility isin?

Mr Knowles—No, | do not think so.
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Senator McLUCAS—Did it ever?

M s Murnane—To my knowledge, no.

Mr Knowles—No, | do not think so.

Ms M urnane—It is simply not relevant.

Senator M cLUCAS—I would hope so. | wonder if you could investigate that for me.
M s M urnane—We will. We will confirm it, but | am absolutely sure.

Mr Knowles—None of the tapes from the data set that | have seen have ever shown that.
The only time it might isif a member of parliament has made representations on behalf of the
complainant. But it would have the name rather than the el ectorate.

Senator McLUCAS—That isright. | would just like you to follow that up and find out if
the form ever identified which electorate the facility was located in. What policies do you
have in place for when a staff member or former staff member makes a complaint to your
hotline?

Mr Knowles—They are treated in exactly the same manner as any other complainant. The
principles make it very clear that anyoneis able to complain. The benchmarks, if you like, are
that there is a named care recipient and, as | have already mentioned, that it goes to the
responsibilities of a provider.

Senator McLUCAS—Some complaints will only be made by someone who is clearly
working in the facility.

Mr Knowles—Yes.

Senator McLUCAS—Do you have any systems in place that protect the identity of the
complainant?

Mr Knowles—There are two options open. The person lodging the complaint can lodge it
as an anonymous complaint or as a confidential complaint. With an anonymous complaint it is
very hard for us to progress that through the scheme because it is an alternative dispute
resolution model. So that information is generally referred to the compliance section. If the
person lodges it as a confidential complaint, the scheme will seek to resolve the issue but
within the bounds of not providing any information which would lead to the provider being
able to identify the complainant.

Senator McLUCAS—BuUt | daresay they do from time to time? Even given your best
efforts, that will occur?

Mr Knowles—Yes, but the staff would go to significant lengths to make sure that it was
not as a result of any information they provided. Sometimes providers will make judgments
about who raised the issue.

Ms Murnane—I| think there is a significant degree of trust in our holding of that
information because we continue to get information from staff. That is probably the major
source of information on serious complaints. That would immediately go into the
investigative stream through the compliance function of the department.
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Senator McLUCAS—How many anonymous complaints are referred to the compliance
section of the department?

Mr Knowles—The information would all be referred to compliance, which would then
make judgments about the nature of that information.

Ms Murnane—Can | describe it to you, Senator. Mr Knowles is aware of this. What we
have in each state and territory is a triage system. In the large states or in most of the states,
the state manager chairs a committee. At the end of each week there is a complete accounting
of all of the complaints and information calls that have been received that week and their
disposition. If they are regarded as a reasonably simple complaint they can go through the
negotiation and mediation process that is the complaints resolution scheme. If, prima facie,
even if they are a single complaint, they are serious or look to be systemic, they then go into
the compliance pathway, which is an investigation. Then there are a number of functions open
to us and they are not mutually exclusive.

Depending on the seriousness, the department would visit the home the next day. If their
initial visit gives them grave concerns, they will then task the Aged Care Standards and
Accreditation Agency to conduct a review audit. Sometimes they may go straight to the Aged
Care Standards and Accreditation Agency to conduct a review audit, which is an investigatory
audit. When the results of that audit are with the department, the department then considers, if
there is serious risk, what sanctionsif any need to be applied.

Senator McLUCAS—Mr Knowles, you might be aware that data is also collected by the
advocacy groups funded by the Commonwealth. Have you compared the complaints data
from the advocacy services with the complaints received by your organisation?

Mr Knowles—No, not directly. | do meet the leaders of the advocacy services on aregular
basis, where we discuss issues of mutual concern. While there is some interaction, the
advocacy service would handle some complaints without any reference to the scheme at all.
On other occasions, they act as an advocate for the complainant through the scheme. Once
complaints are accepted, the scheme will advise the complainant of the existence of the
advocacy servicein their state if they wish to seek that support.

Senator McLUCAS—To use South Australia as an example, South Australia’s complaints
data comprises almost as much as your data nationally. Do you put that down to a definitional
problem?

Mr Knowles—It may be a definitional problem; it may also mean that people are much
more comfortable in accessing the advocacy service to pursue the issue they want resol ved.

Senator McLUCAS—Itisanissuethat you have not really had a close ook at, though?

Mr Knowles—No, not in the sense of why people would use the advocacy service more
than the complaints scheme. Given that the Commonwealth is funding both, | guess that of
itself is not of great consequence. It is more a question of through which method people get
the best outcome.

Ms M urnane—And there is a feed-through loop to the department. The advocacy schemes
will aso report anything that they cannot deal with to the department—and they do that—and
we use the advocacy schemes quite alot in serious issues to consult with residents.
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Senator McLUCAS—Has the department looked at that seeming inconsistency between
the complaints data from the advocacy services and the CRS?

Ms Murnane—To my knowledge, no, but it is something that we will look at. | think that
the explanation is almost certainly around definition, as you suggest. A lot of calls to the
advocacy service will be for assistance and additional assistance in some way, and they will
provide that. But | accept—it is afair point—that we should do a bit of a drill-down into the
data and seeif thereis anissue there.

Senator McLUCAS—I am not suggesting that we necessarily need to change things, but
let's understand why it is.

Mr Knowles—The other point is that the advocacy services are less constrained in their
responses. We have quite a prescriptive legidative framework within which the CRS has to
operate.

Senator McLUCAS—That isall | wanted to ask on the CRS. Thank you.

Senator FIEL DING—I am not too sure which area to direct this to. | would like to know
what progress is being made on the issue of reporting of abuse in aged care. Could you just
outline what progress is being made in that area?

Ms Scheetz—Are you asking about a specific area or the measures that the minister is
talking about taking forward?

Senator FIELDING—ALt the time when this came up, in March, there were some
statements made, | think, by the minister about mandatory reporting. | just want to know
wherethat is at.

M s M ur nane—The minister has had two consultations with his advisory group on this. As
wdll as that, he established a task group that he put me in charge of. We received over 300
letters, some claiming that there were specific instances. If those instances were not already
investigated or under investigation, they were put under investigation. On top of that, the
minister has announced a number of measures that he was successful in getting money for.
They are a significant increase in the number of visits to aged care homes by the Aged Care
Standards and Accreditation Agency and, most importantly, in the number of unannounced
visits—spot checks.

On top of that, the aged care homes have been reminded by the minister and by the
department in these and other consultations that they have a responsibility under the current
standards to comply with al state laws. That means that if something happens there like
physical, sexual or emotional abuse, or theft, that is an infringement against a state law and
that should be reported.

The minister has said—and he is on the public record in this—that there are complex things
in relation to mandatory reporting. At those two consultations | referred to, he has discussed
with the representatives from the industry—that is, consumer representatives, provider
representatives and some other groups: for example, guardianship groups and some union
groupings—the issue of mandatory reporting. That is not off the table. He is still looking at
that and considering whether there is something there that can sensibly be done.
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One of the issues about mandatory reporting is that, while it makes everything clear—it
may make things more explicit than they are in the current standards—it can create a flood of
reports that can make it difficult for both the police and the department to wade through and
distinguish what is unimportant from what is important. This is one of the things that have
been found in the issue of mandatory reporting of child abuse. But | think | can say that there
has been a huge heightening of awareness of thisissue and of the aged care providers' current
obligations and an increase, through the measures the minister has taken, in unannounced
visits and police checks, giving real traction to that heightening of awareness. As well as that,
mandatory reporting is not off the table. It is something he is still considering and talking to
consumers and industry about.

Senator FIELDING—I appreciate the answer you have given. Could you just outline
what is stopping the department making reporting of abusein aged care mandatory?

Ms Murnane—There are a number of things. | referred to one earlier, something that has
been found in all mandatory reporting systems: being overwhelmed by information through a
telephone system and the difficulty in identifying what is critical and needs immediate action
and what does not. The other issue, and this is an important matter and is something that has
to be considered, is that there are state responsibilities here, involving state justice
departments and state police, and if we were to introduce mandatory reporting it would have
to be with their cooperation. As well as the other consultation fora and the many more
informal discussions that the minister has had, he has also had a meeting with the states about
this. There are some differing views and | think this is an area where a change of policy does
need to be looked at very carefully to make sure that it can be implemented and that it can be
implemented in collaboration.

Ms Halton—I think it is fair to say that there is not a universal view that mandatory
reporting is the answer. | think there is an agreement about what the problem is. | think the
consumers and the industry—everyone—agrees on what we are trying to deal with here and
there is no difference of view. But | think it is fair to say that in meetings with the industry,
consumers and a number of other people—and this is actually a policy decision for the
minister, not the department; obviously, we will cheerfully and very willingly implement
whatever is ultimately decided—the issueis exactly as Ms Murnane has explained: it actually
is phenomenally complicated and what one wants to do is make the right response to actually
tackle the particular issues. In al the meetings that have occurred the complexity around
mandatory reporting has certainly become quite evident, so the minister is very carefully
sifting his way through those issues.

Senator FIEL DING—Sitting here listening to that, | am just not convinced that we should
shirk the issues, considering the amount of federal funding we put into aged care, and that we
should not be asking for mandatory reporting of abuse in aged care. We have mandatory
reporting of child abuse because children cannot stand up and defend themselves. We have
had this issue on the table for along period of time. | am not so sure why you have differing
views: abuse is abuse that should be mandatorily reported.

Ms Halton—Senator, you are actually now asking us for opinions about policy matters.
Regrettably, the minister has had to go to an appointment, and no doubt he will be happy to
talk to you about those matters.
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Senator FIEL DING—Let metry another way.

M s Halton—On indulgence, can | make a comment. The redlity iswe all agreeitisavery
serious issue. But even a number of consumers have said to us that some of them do not
actually support mandatory reporting. What they say is that older people in nursing homes are
not children and that many of these people are quite competent cognitively and do not want to
be treated like children. So that is a matter which we have to be mindful of, and the minister
has been told that very clearly.

Senator FIELDING—I appreciate that response.

M s Halton—No-one is shirking—the department is not shirking, the complaints resolution
scheme is not shirking and the commissioner is not shirking—the need to actually make sure
that our elderly residents are protected. Everyone agrees on that. The minister is trying to
grapple with what is a very complex issue.

Senator FIEL DING—Let me come from another angle as | cannot ask why it is not being
done. What research or studies have you undertaken about mandatory reporting of abuse in
aged care facilities?

M s M ur nane—We have |ooked at thisinternationally, and Ms Scheetz can answer that.

Ms Scheetz—We are aware of schemes that are in place in the UK and in the US. Mr
Brandon has had some discussions with some of the people in those countries. In the UK, they
have a system where they have a protection of vulnerable persons list. They maintain alist of
anybody who has been under suspicion or has been convicted of some assault on ederly,
vulnerable people. That is arelatively new measure and we are watching to see how it works.
I am not sure what is happening in the US. We do not have that information with us, but we
have some research in the department. If you like, we can put together a brief for you on the
information we have collected.

Senator FIELDING—That would be useful. Please continue with what you were saying
about what the UK is doing.

Mr Brandon—I think it is more of arelated topic. It is about the legislation which is about
the protection of vulnerable adults and employment arrangements in the UK for people who
have been convicted of offences which have been prescribed, which therefore means they are
no longer able to work in the residential aged care sector. The work | have is more akin to the
police checks discussion than it is to compulsory reporting.

Senator FIELDING—Just so | can be clear: what research has been done on mandatory
reporting, other than you looking at the UK?

Ms Scheetz—We might need to take that on notice and give you a report on the
information we have in the department.

Ms Murnane—Perhaps | could sum up. The research we have done there is very active
research in the discussions that we have had that the secretary and | have told you have come
out without consensus. There are also the insights that we have got from looking at some of
the problems that mandatory reporting in child abuse has thrown up. As well as that—and this
is not the end of this journey—we have got information on what the international sceneis. It
might not be as solid as it will be in three or four months time, but | think that is a reasonably
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robust answer to your question as to whether we have engaged in a serious consideration of
this matter that isinformed by what is happening internationally.

Senator FIELDING—I do not think it make sense to me. | will pick it up further with the
minister directly. Mandatory reporting on abuse should be there, if we are going to spend
money at the federal level. | do not understand it.

Senator POLLEY—Will the tripartite agreement between the federal government, the
Tasmanian state government and the Local Government Association of Tasmania announced
in August 2003 by the then minister Kevin Andrews finally be signed this year even though,
according to theinitial agreement, it was due to expirethis year?

Mr Dellar—That is a matter that the minister is considering.
Senator POLLEY—Therewas alot of fanfare over the announcement of it.

Mr Dellar—My recollection of the original matter back in 2003 is that there would be an
exploration of the possibility of atripartite agreement. Some time has elapsed and the minister
has now been asked by the state government and the Local Government Association of
Tasmaniato consider agreeing to finalising an agreement. That is the position at the moment.

Senator POLLEY—My understanding is that both the Local Government Association and
the state government have agreed to sign it.

Mr Dellar—It is a question for the minister. | accept that the state government and the
local government have put a proposal to the minister. The minister is considering that
proposal.

Senator POLLEY—Through you, Chair, isthe minister likely to respond to that today?

CHAIR—I am sure, yes. The minister has just been called to an urgent meeting. He will be
back in alittle while and you will be able to ask that question of him then.

Senator POLLEY—I would like to know, if he is going to sign it after three years, if
perhaps we could be informed about what the benefits will be.

Mr Dellar—I could just say that it is not a matter the minister has had in front of him for
three years.

Senator POLLEY—No, but the government has.

Mr Dellar—I do not accept that either. There was an original agreement to do some work
and the work proceeded. When the work was completed, which was late in 2005, from
memory, a proposal was put to the then minister, Minister Bishop. That got caught up with
things you would appreciate. Now that proposal has been put to the current minister and it isa
matter that he will consider.

Senator POLLEY—I look forward to his response.
CHAIR—Do we have further questions on aged care?

Senator M cLUCAS—I wanted to ask the minister some questions. Do have an indication
of when he will return?

Ms Halton—He did not indicate that it was necessarily going to be along meeting, but he
did not give me a precise time.
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Mr Dellar—Senator MclL ucas, you asked a question about some figures that Ms Scheetz
has, and we can give you those figures now if you like.

M s Scheetz—It was a question about the Community Visitors Scheme et cetera.
Senator McLUCAS—Thank you.

Ms Scheetz—The 2006 figures are $8.657 million for the CVS, $2.45 million for the
NACA and $916,000 for the CRS.

Senator McLUCAS—You got $4,000 more. Use it wisely! | want to ask some questions
about workforce, but for some of them | will wait for the minister to come back. There was a
report that went to the question of workforce issues in community care. | forget the name of
that report.

Ms McDonald—Can you give me a bit more information about the nature of the report
you are talking about?

Senator McLUCAS—Sorry, | said ‘report’, but it was a strategy. It was a strategy for
community care workforce issues. Does that ring a bell? | cannot remember the name of the
document.

Ms McDonald—No. | can tell you the things | am aware of that are happening in relation
to workforce that may assist in answering your question.

Senator M cLUCAS—In community care?

Ms McDonald—Yes. Work is being done under a new strategy for community care, ‘the
Way Forward', in conjunction with state governments. As part of that work, we have started
looking at the issue of the community care workforce. A literature search is being undertaken
at the moment to look at the Australian literature and also international literature around what
is known about the community care workforce and the issues at the moment. That is close to
being finalised and there is information on our website about that work. That also draws on
some information the state governments have looked at in relation to their own community
care workforce issues. In the budget, there was also a budget initiative that looked at two
areas. One area was the extension our census on the workforce, which previously focused on
the residential workforce, into community care. The other component was some funding to
assist with training to lift skillsin the community care workforce.

Senator M cL UCAS—How much was the second allocation?
M s Scheetz—It was $13.4 million over four years.
Senator McLUCAS—How isit imagined that will be applied?

M s Scheetz—It was hoped that it would train around 2,700 community care workersin a
process similar to our ‘Better skills for better care’ strategy for aged care workers, which
concentrates on certificate 111, certificate 1V and enrolled nurse qualifications.

Senator McLUCAS—What is the total Commonwealth funded community care
workforce?

M s M cDonald—We do not have those figures.
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Senator M cLUCAS—I know that alot of people work in HACC, but we do not know how
many people—

Ms McDonald—That is one of the reasons why part of this measure was to extend our
survey to cover that workforce.

Senator M cLUCAS—Are surveys being undertaken?
Ms Scheetz—There was a census and survey of residential aged care staff done in 2003-

04. That is going to be repeated in 2007 and it will take into account the community care work
forcethistime.

Senator M cLUCAS—So we do not have a base line of workersin community care.
M s Scheetz—No.

Senator MOORE—BUt you will have after the survey?

M s Scheetz—We will have after the survey.

Senator MOORE—How do you know you have reached workers if you do not know how
many there are?

M s Scheetz—It will be done through service providers whom we fund. We know who the
service providers are.

Senator MOORE—So you will just send it to providers and hope that they will send it to
all their workers—that will be the expectation? That would be the only way you could do it.

M s Scheetz—Yes.

Senator MOORE—How do we do it for the aged care facilities? Is it the same method—
we send it to the aged care facilities and then rely on them to give it to the residential care
workers?

M s Scheetz—We actually tendered that process out to the Institute of Labour Studies. They
came up with a methodology which we regarded as the best possible way of getting the
information out to workers and of getting the information back.

Senator MOORE—What was the response rate to the original survey, which we have
talked about for other reasons at estimates before? If we use the modd of using a direct
survey to the providers as the methodology of getting input from each of the workers, what
was the response rate to the aged care component of that?

Ms Scheetz—The response rate to the whole survey was 62 per cent. We do not have
figure on the actual number of workers.

Senator MOORE—Did your consultant believe that that was a good result?
M s Scheetz—They thought that was a good result.

Senator MOORE—I am always fascinated by consultants’ views of what a good response
is. But 62 per cent was considered a good one. That was the benchmark for the survey for
aged care workers. You are going to repeat that methodol ogy for aged care workers again but
this time extend it to the community area and then create your benchmark for community
workersin 2007.
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M s Scheetz—Yes.
Senator MOORE—What part of 2007—early or late?

Ms Scheetz—The tender would be done in early 2007 and, depending on the results, the
department will need to go through a process to develop the time line.

Senator MOORE—So it will hopefully be concluded in the calendar year 2007.

Ms Scheetz—Yes. One thing | might add is that, under the CAP program, there is a
requirement for residential aged care homes to participate in the survey to continue to receive
the CAPfunding. Hopefully that will increase the response.

Senator MOORE—You think that could be an incentive?

Senator McLUCAS—Can | go back to the agency. | want to go to the budget measure on
spot checks for residential aged care. Mr Brandon, $2 million has been allocated to ensure
that every residential aged care facility in Australia gets at least one announced spot check per
year. Do you have, in your accounting and budgeting process, a unit cost for a spot check?

Mr Brandon—The budget initiative is for one unannounced visit. That will be a
combination of support contacts and review audits.

Senator McLUCAS—Let’s not go there again, Mr Brandon!

Mr Brandon—We have a budgeting model which takes into account the type of
transaction we are doing, the number of people who will be on it and, what is more important,
of course, the location of the home. With 3,000 homes all over Australia, there is no sensible
one price for a visit because there are significant influences in the cost of delivering those
services. One of those is very much the travel time. We have services which are a day’s travel
away. Depending on the size, we will put on one, two or maybe three assessors. So we have a
funding model but there is not a unit price.

Senator McLUCAS—How does the funding model work? | understand there are three
elements. How do you use that funding model?

Mr Brandon—We plan each visit, because we know where all the homes are of course.
We form view about how many people we will sending to them. We know the travel time. So
we develop a cost for each visit.

Senator McLUCAS—So you could tell me what the cost of doing an unannounced spot
check at Mornington Island would be.

Mr Brandon—I could. Not right now. | could take that on notice.

Senator McLUCAS—NOo, | do not want to know. What | am trying to understand is your
methodology. The $2 million that has been allocated for 2006-07 will fund almost 3,000
unannounced spot checks?

Mr Brandon—All our revenue—that is the total funding received from the
Commonwealth plus accreditation fees—will fund an average of 1.75 visits per home per
year, which includes one unannounced visit to each home in the year.

Senator McLUCAS—So0 1.75 visits per year—
Mr Brandon—It isthe average, whichis set out in the PBS.
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Senator McLUCAS—That iswhat you are predicting in 2006-077?

Mr Brandon—Yes, that is set out in the deed of funding and in the budget initiative in the
PBS.

Senator M cLUCAS—How many visits were proposed to happen in 2005-067?
Mr Brandon—The budget figure for 2005-06 was an average of 1.25 visits per home.
Senator M cLUCAS—So we are increasing the number of visits by 0.5?

Mr Brandon—We are increasing the budgeted number of figures by 0.5. | should tell you
that during the 2005-06 year we expect to exceed the 1.25.

Senator McLUCAS—How many visits will that be all-up, because you have your regular
schedule?

Mr Brandon—A pproximately 5,200 during 2006-07.
Senator McLUCAS—That is up from what number in 2005-06?
Mr Brandon—We have not finished 2005-06.

Senator McLUCAS—What number did you indicate that you would undertake in this
current financial year?

Mr Brandon—We budgeted for 3,700.

Senator M cLUCAS—What was the total income for the agency with appropriation from
government plus fees received in 2005-067?

Mr Brandon—The 2005-06 figure for revenue from ordinary activities will be
$26,320,000.

Senator McLUCAS—What is predicted for 2006-077?

Mr Brandon—For 2006-7 it will be $29,405,000.

Senator McLUCAS—So $26 million up to $29%2 million?
Mr Brandon—Caorrect.

Senator McLUCAS—That is an increase of $3%2 million?

Mr Brandon—It is an increase of $3 million—%$26.3 million to $29.4 million is $3
million.

Senator M cL UCAS—With an increase of $3 million you are going to increase the number
of visits—and this includes the whole range of visits?

Mr Brandon—VYes, but it is not quite that simple because we do not have an even
workflow. Because of the accreditation cycle, in some years we do more accreditation audits
than in other years. So the comparison year on year on the bland figures is not an accurate
one.

Senator M cLUCAS—Where are we up to in the three-year cycle?

Mr Brandon—This round—round 4—uwill probably finish around late this year. | will give
you an indication of the number of accreditation audits we do. In year 1—that is, in the first
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financial year, we do around 300; this financial year we will do around 1,800; and next
financial year we will do around 1,600 to 1,700.

Senator McLUCAS—That isthe rolling program of normal accreditation audit?
Mr Brandon—Yes.

Senator McLUCAS—You have got quite a piece of work to do in terms of ralling
accreditation. How many did you say will have to be audited this year?

Mr Brandon—This calendar year | think it is 1,800.

Senator McLUCAS—The problem we have is that you work on a calendar year and these
figuresare on afinancial year.

Mr Brandon—No, they are on afinancial year.

Senator McLUCAS—So you have 1,800 regular audits.

Mr Brandon—I will give you a more approximate figure, if you will.
M s Halton—That would be the technical term!

Mr Brandon—In 2005-06 there were 1,700 accreditation visits. In 2006-07 there are 900
accreditation visits. In the previous year, 2004-05, there were 350. That is the accreditation
cycle.

Senator McLUCAS—The figure | know is that you did 563 unannounced visits in 2004-
05.

Mr Brandon—That is correct.

Senator McLUCAS—AnNd your budget then would have been around $20 million-odd—
around $25 million.

Mr Brandon—In 2004-05 our revenue was $20 million.
Senator McLUCAS—That has decreased because fewer fees are being paid.
Mr Brandon—That is correct. That is the year in which we did 350 site audits.

Senator McLUCAS—What | am trying to get to, Mr Brandon, is. have you got enough
money to do the job?

Mr Brandon—Yes. The funding from the Commonwealth is adequate to do the task.

Senator M cL UCAS—We have had this discussion about the names of these things. There
isthe normal review audit that happens on a three-yearly cycle.

M s M ur nane—The accreditation audit.

Senator McLUCAS—That cannot change; it is legidated and it has to occur. Is that
correct?

Mr Brandon—Yes, that is correct.

Senator M cL UCAS—Then you have unannounced spot checks, and there are two types of
those. Will the unannounced spot checks that the minister has indicated in the budget be
unannounced—with less than a day’s notice? What is the nature of those?
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Mr Brandon—The definition of an unannounced visit will remain as a visit with less than
30 minutes notice.

Senator M cL UCAS—Less than 30 minutes?

Mr Brandon—An unannounced visit is a visit with less than 30 minutes notice. The
reason for that is that we are required by legislation to provide advice in writing that we will
be there. So the process is that the assessor turns up and says, ‘Hello, here | am and I'm here
to do an unannounced visit.’

Senator McLUCAS—So every facility will get one of those?
Mr Brandon—That is correct.

Senator McLUCAS—ANd, of the 563 from 2004-05, how many of those visits were of
that nature—that is, with less than 30 minutes notice?

Mr Brandon—All of them. The 563 unannounced visits were all of less than 30 minutes
because, by definition, avisit of less than 30 minutes notice is an unannounced visit.

Senator McLUCAS—I wonder if you could go back and look at the Hansard from last
time, because it did not read like that.

Mr Brandon—Yes, | read that a couple of times.
Senator M cLUCAS—Were you confused at the end?
Mr Brandon—Am | required to answer to that?
Senator McLUCAS—No.

Ms Halton—Is that one of the questions that was covered by Senator Humphries's
introduction at the very beginning—that you should not answer a question if you might
incriminate yourself?

CHAIR—It might be!

Senator McLUCAS—In 2004-05, which is the last full year we have, there were 563
unannounced spot checks—that is, less than 30 minutes. There were 350 accreditation audits.
What else did we have that year?

Mr Brandon—There were 83 review audits. The exact figures in 2004-05 were 339 site
audits, 83 review audits and 4,016 support contacts.

Senator M cL UCAS—Can you advise the committee what number of audits in those same
categories have been undertaken year to date for 2005-06?

Mr Brandon—We have done 970 site audits, 45 review audits and 2,469 support contacts.
Senator M cLUCAS—How many spot checks?

Mr Brandon—There have been 526 unannounced visits.

Senator M cLUCAS—Can you go through what is proposed to be undertaken for 2006-077?

Mr Brandon—In 2006-07 we will do a total of 5,200 visits made up of 900 site audits.
The number of review audits will be driven by the need, which means that we will do
approximately 4,300 support contacts and review audits.
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Senator M cLUCAS—AnNd almost 3,000 unannounced spot checks.

Mr Brandon—That is correct. Senator, | will just correct something that has been brought
to my attention. That last set of figures | gave you was at 31 March, not year to date. They are
our most recent figures.

Senator McLUCAS—Thank you. | also have some questions on your quality control. You
are tasked with the job of ensuring that standards in residential aged care are on a quality
improvement footing. How do you assess your success at doing that?

Mr Brandon—We have certification under the International Standards Organisation for
quality management systems, which is conducted by SAI Global. They do a complete audit
every couple of years and every six months they turn up for what they describe as a
surveillance audit. They audit us in each of our offices. We have a national office and offices
in Brisbane, Sydney, Melbourne, Adelaide and Perth.

Senator M cLUCAS—Who do they report to?
Mr Brandon—They report to our board.
Senator M cLUCAS—Does the board provide that information to the minister?

Mr Brandon—We provide the information to the department. Under our deed of funding
with the Commonwealth we are required to be certified. We provide information that we have
achieved and retained certification on the review by SAI Global.

Senator McLUCAS—Can the department provide the committee with the most recent
document?

Mr Brandon—We provide the department with advice that we have been certified. We do
not provide them with the SAI Global reports.

Senator M cL UCA S—Are those reports comparative?
Mr Brandon—I am not sure | understand the question.

Senator McLUCAS—I am sorry, ‘ comparative' isthe wrong word. Isit is as simple as you
have been certified or not or are there degrees of compliance?

Mr Brandon—The process with SAl Global isthat the auditors turn up at our site, do their
audit and then give us areport, which tells us where we have achieved compliance and where
they have suggestions. They include improvement suggestions, which then feed in as part of
our own internal improvement system which we are required to have under our certification.

Senator McLUCAS—Mr Ddlar, that information that is provided to the department—
Mr Dellar—I do not think Mr Brandon said the department gets that information.

Mr Brandon—The department is advised that we have achieved certification.

Senator M cLUCAS—Have you achieved certification?

Mr Brandon—Yes, we have. My recallection is it was two years ago. We have undergone
six-monthly audits at every site ever since then and we have been successful at all times.

Senator McLUCAS—Could you give an indication of how successful you have been? Are
you improving or isit static?
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Mr Brandon—I think we are improving, not just because of the certification but because
we have our own internal quality assurance measures. We also have a number of ways in
which we accept feedback from stakeholders. As | described before, the information they
provide us feeds into our internal improvement system, our quality improvement system.

Senator M cLUCAS—You would be aware of the issue of consistency between assessors.
Could you explain to the committee how you ensure consistency between assessors?

Mr Brandon—The discussion of consistency comes up frequently for the providers. Most
often it is a discussion about how they go about their work rather than the outcomes that are
achieved. It is put to me that they get it right but there are issues about how they approach it.
We take steps to ensure that there is consistency in both approach and accuracy of audit—
after all, in our business, it is accuracy of the audit which is most important. We have a
training program, which all assessors must go through. Every two months we have a learning
seminar, or up-date training, for all assessors, both those who are empl oyed and those who are
contracted.

Senator M cLUCA S—Isthere consistency in the way the reports are presented?

Mr Brandon—The reports are presented according to the template that is provided by the
agency.

Senator McLUCAS—I am sorry, | do not mean presented; | meant consistency in how the
description of the facilities iswritten up.

Mr Brandon—The nature of the description is dependent on the auditor knowing the audit
methodol ogy, which they all do. Most have some sector background and they will tend, from
time to time, to put an emphasis on that. That is why the decision makers are so important. It
is their job to sift through the reports, plus all the other information they get, to come to the
conclusion of whether the home should be accredited or otherwise.

Senator McLUCAS—You clearly get complaints about the issue of consistency.

Mr Brandon—We do. It is more in meetings that | have where people raise it. To be
perfectly frank, | say: ‘Can you tell me what you mean? If | can understand what you mean,
then we have something to work with.” Almost inevitably, it comes down to, ‘I didn't like the
way she asked the questions,” or they have different ways of asking questions. It is more to do
with the approach individual auditors take to the task at hand. | can also add something that
we have discovered in recent times. It is also largely driven by the expectation of providers.
Providers have quite different expectations of the audit process and quite different
expectations of auditors. So, it is a combination of factors. It would be quite wrong to assume
that all providers had the same expectations of us and of our auditors. They have
demonstrably quite different ones.

Senator McLUCAS—Chair, do we know when the minister is going to be back? Ms
Halton, do we know when the minister is going to be back?

Ms Halton—I do not, | am sorry, Senator. Basically he told me he was going to be back as
soon as he was finished the urgent meeting he was called to.
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Senator McLUCAS—I wish the National and Liberal parties would get over it and then
we could get on with something else. Mr Brandon, | understand the agency is exempt from
the Freedom of Information Act.

Mr Brandon—That is correct.

Senator M cLUCAS—Can you explain why?

Mr Brandon—That would be a question for government.

Senator M cLUCAS—MsHalton, why is the agency exempt from the FOI Act?

M s Halton—I do not know that | know the answer to that question; | will have to find out.
Senator McLUCAS—Could | put that on notice.

M s Halton—It may be to do with the fact that it is a company structure. That is my off-the-
cuff response. There will be something in the history of it. | will have to find out, but | suspect
it will beit isa company structure.

Senator McLUCAS—I am keen to speak to the minister before we finish this section, but
itisdifficult when heis not here.

M s Scheetz—Senator, in relation to comments to you about how we know what the impact
of accreditation is, you may be aware that the department is currently undertaking a project to
evaluate the impact of accreditation on quality in care and quality of life. That project is due
to report at the end of the year. At that point we will have a better understanding of some of
the impacts of accreditation.

Senator McLUCAS—Who is doing that work?

M s Scheetz—Campbell Consulting won the tender.

Senator McLUCAS—The report will be to the department?
M s Scheetz—That is right.

Senator McLUCAS—Then we will go through the process of finding out whether it is
made public and whatever, as you do. | turn now to fire safety certification.

M s Scheetz—Building certification?

Senator McLUCAS—Fire safety. How many facilities are now in breach of the
requirement to be compliant with the fire safety standards that was meant to happen at the end
of December last year.

M s Scheetz—As at 29 May, 396 services had not demonstrated compliance with the higher
standard, the 1999 instrument.

Senator McLUCAS—How many of those are noncompliant with the lower level of
standards?

M s Scheetz—State and local government laws?
Senator McLUCAS—Yes.

M s Scheetz—The fire safety declaration. There are 20.
Senator McLUCAS—That has gone up.
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M s Scheetz—We have had another round of fire safety declarations. You might recall that
at the last Senate estimates there were, | think, eight outstanding from the 2004 fire safety
declaration. That number is now down to three.

Senator McLUCAS—So there are three who are noncompliant with the state and local
government standard from last year, still?

Ms Scheetz—Yes. They are undergoing building works which are due to be completed in
August this year.

Senator M cLUCAS—AII three of them?
M s Scheetz—Yes. They are all one provider.

Senator M cLUCAS—They have continued to receive subsidies from the Commonwealth
in the period?

M s Scheetz—They have.
Senator McLUCAS—How can that happen, in alegidlative sense?

Ms Scheetz—The requirement to submit a fire safety declaration in the legidation is
around submitting that declaration. The jurisdiction for decisions about action if they do not
meet state and local government laws is with local councils. The local councils and the fire
authorities are working very closely with those homes and have made decisions to leave them
open.

Senator McLUCAS—So there are three from the last round and 20 which are not
compliant?

Ms Scheetz—A further 17. So there are three from the previous round plus 17 from the
current round.

Senator McLUCAS—I will ask this athough | know the answer. Can you give me the
names of those facilities?

M s Scheetz—No.
Senator M cLUCAS—Can you tell me what states and territories they arein?

M s Scheetz—I can do that. There are two in Queensland, seven in New South Wales, three
in Victoria, one in South Australia and four in Western Australia. We have information that
each of those homes has some action in train to meet the risk standard. You will be aware that
the year before they had met the local government laws. Most of the issues around those are
maintenance of fire equipment. Four of those homes have building works in place to address
these issues. Twelve have been inspected by the local authorities and the maintenance issues
are currently being fixed. One has had the building work done and they are awaiting approval
by the local government.

Senator M cLUCAS—When do you expect those 17 to be compliant?

M s Scheetz—We are till working with them on the time frames. Given the nature of the
issues, we do not expect it to be a long time because they are equi pment mai ntenance issues
rather than structural building issues.
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Senator McLUCAS—Has there been any consideration of imposing some sort of
sanction?

Ms Scheetz—Be aware, Senator, that we only received the information about them in
March. We have been following up with those homes about the sorts of work they have been
doing. The process is that we provide the information to the local authority so that we can
ensure they are under supervision. We are in the process of providing that information to the
accreditation agency so that they can make assessments against the accreditation standards.

Senator McLUCAS—I think this issue only came to the fore because Mr Santoro
misunderstood a question of mine in the chamber. The March declaration in 2006 showed that
20 al up were noncompliant with the very basic standard. What was the total number of
facilities that were noncompliant at the time of the 2005 March declaration?

Ms Scheetz—Initially, when the form came in it was in the hundreds. | might have to
provide that to you later; | thought | had it here but | cannot find it right now.

Senator M cLUCAS—Which wasthefirst year that the fire declaration was required?

M s Scheetz—The first declaration was the 2004 declaration, which was received in March
2005.

Senator M cL UCA S—So some hundreds were noncompliant.

Ms Scheetz—Initially, and then within a very short space of time those numbers were
reduced. | think you might recall it went down to eight.

Senator McLUCAS—I will then go to the higher levd of fire safety standards.
M s Scheetz—The 1999 instrument.

Senator McLUCAS—Yes. We till have 396 facilities that are not compliant with that.
What are you doing with them?

M s Scheetz—We are closely case managing each of the services. We have building plans
and time frames for all of those except for four, which we are till following up.

Senator M cLUCAS—We will put those four to one side. When do you expect those 392
to be compliant?

Ms Scheetz—On the advice they have given us, 197 expect to have building works
completed by 30 June, 86 by 30 September and a further 45 by 31 December this year. Then
there are 22 by June 2007 and 19 by the end of 2007.

Senator McLUCAS—These facilities got $3,500 for every resident, conditional on them
being able to provide certification that they had complied with those 1999 standards. Are we
just going to let this roll along? For the 22 and 19, they have had that money for a very long
time. What sort of reasons are they giving for why they cannot comply?

M s Scheetz—There is a range of reasons. Some of the homes are being rebuilt to meet the
2008 standard as well.

Senator M cLUCAS—How many of them are rebuilding, then?

Ms Scheetz—I do not have those specific figures with me, but each of these homes are
being case managed. We have information on what all of them are doing, whether they are
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refurbishing or rebuilding, and we are keeping a close eye on whether they are meeting the
time frames that they are giving us. You need to be aware that they are all certified under the
1997 standards, so it is not that they are not certified; it is that they are still to meet the higher
standard.

Senator McLUCAS—Yes, | understand that. | wonder if you could provide on notice how
many of those facilities in the five deadlines for compliance—let us call it—are rebuilds. |
think that would be useful, then we could actually get down to where we are talking about.

M s Scheetz—\We can take that on notice.

Senator M cL UCAS—Of the four that you have no indication about what they are doing—
let us call them the recalcitrants—what is the story on those four?

Ms Scheetz—Those four and a number of other homes are in the process of having their
certification reviewed. We have done certification assessments on 27 of the homes. We have
another 29 which will be done by 30 June. The aim of those assessments is to get specific
information on the areas of noncompliance or the areas where they do not meet the 1999
instrument. There will then be decisions taken about whether we do need to take action under
certification or whether they can continue with their building plans and their time frames.

Senator McLUCAS—You say that there are a number of facilities having their
certification reviewed, four of them because they are not compliant with the 1999 fire
standards, 20-something because of—why?

M s Scheetz—Of the 396 that are not compliant, we have donerisk analysis of those homes
based on information they have given us and the time frames they have given us and we
gradually working through and doing certification assessments on each of those homes.

Senator McLUCAS—Sorry, | misunderstood what you said then.

Ms Scheetz—We have identified about a third of those homes which present the greatest
potential risk and we are working through certification assessments on those homes. We have
done 27, we have got another 29 that will be done by the end of June, and we will continue to
work through those until either their building work is complete and they meet the 1999
instrument or until they do such upgrade as to satisfy us that they can continue with their
building works.

Senator M cLUCAS—If they do not comply ever, what happens then?
M s Scheetz—If they do not comply ever?
Mr Dellar—I think we would prefer to cross that bridge when we cometoit.

Ms Scheetz—Our indications are that they will comply. They have been working very
cooperatively.

Senator McLUCAS—We have got four facilities that you do not know what they are
intending to do. How many beds are in each of those four facilities?

M s Scheetz—I would have to get back to you with the specifics of the four.

Senator McLUCAS—They got $3,500 per bed, but they have not indicated what they are
goingtodo withit at all.
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M s Scheetz—We are still trying to follow them up.

Ms Murnane—It is four out of 396. | am not saying we would be complacent about it.
And the reason we have got these figures is that our state offices have been chasing up these
homes that we reported as honcompliant with the 1999 requirement last year, and we will
continue to do that. When we are talking about four, there might be an identifiable aspect toit,
| am not sure, but we will find out what is the situation with those four and if we can tell you
we will.

Senator McLUCAS—I think the offices have been trying to do that but they are not
getting a response from the facility. Given that quite an amount of money was allocated, it has
got to come to a time where we make a decision.

M s M ur nane—I understand what you are saying.

Ms Scheetz—We are riding these facilities very hard. We are in constant contact with
them. Apart from the four, all of the others are cooperating with us.

Senator McLUCAS—Given the time, | just want to put on notice that | am very
disappointed that | could not ask the minister questions about what he thinks of workforce
issues inresidential aged care, but | wonder if the department could indicate where we are up
to with the long-term response to the Hogan review.

Mr Dellar—That is a matter that is being considered by the government.
Senator M cLUCAS—I thought you might say that.
Mr Dellar—Thereisreally nothing else | can add at this stage, | do not think.

Senator McLUCAS—When people apply to become an approved provider, how many
applications are refused?

Mr Dellar—I would need to take that on notice. | do not believe | have that figure with
me.

Senator McLUCAS—Could you give me an indication, say an annual basis, how many
applicants you have, how many are accepted and how many are refused?

Mr Dellar—I will do that.

Senator McLUCAS—Could you give me an indication of the nature of the reasons they
are refused.

Mr Dellar—We will see what we can do.

Ms Murnane—That might be harder because that may come into releasing information
that becomes our judgment. You are not talking about that being identifiable?

Senator McLUCAS—No. | do not want to know that that person has got this problem.
M s M urnane—We will ook at whether we can do that.

Senator McLUCAS—Is it because they—well, | do not know what it could be; perhaps
you could tell us.

M s M ur nane—We will have alook.
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Senator McLUCAS—ANd how many applications for transfer of licences are not
approved?

Mr Dellar—I will take that on notice aswell, if | may.

Senator McLUCAS—Okay. In taking that on notice | wonder if you could indicate how
many applications you get on an annual basis, how many are approved and how many are not
approved.

Mr Dellar—Certainly.

Senator McLUCAS—Thank you.

CHAIR—It sounded like more than two, Senator.
Senator M cLUCAS—But they were quick!

Senator POLLEY—I would like to clarify, going back to the tripartite agreement
involving the Tasmanian state government and local government, that there was a protocol
signed back in 2003 and announced by the then minister, Mr Andrews.

Mr Dellar—I would need to refresh my memory on that, but my recollection is that there
was an agreement to consult over the development of an agreement.

Senator POLLEY—There was a media release put out by the then minister saying that a
protocol was signed. | will follow up on that after dinner.

Proceedings suspended from 6.36 pm to 7.40 pm

CHAIR—The Community Affairs Legidation Committee is resuming in the Health and
Ageing portfolio. Before dinner we were dealing with outcome 4, ‘ Aged care’. We have dealt
with the agencies in this area, but there are some gquestions remaining, Minister, for you. | will
invite those questions now. Senator Polley, you had a question of the minister?

Senator POLLEY—Yes, | did. The tripartisan agreement between the federal government,
the Tasmanian state government and the Local Government Association of Tasmania was
announced back in 2003 by the previous minister, Kevin Andrews. My understanding is that
the Tasmanian state government and the Local Government Association of Tasmania are both
keen to sign that agreement, and there was an announcement and protocol signed. Before that
agreement expiresthis year, isit going to be signed?

Senator Santoro—Thank you for your question. You would expect that | would be advised

of the potential for the question that you have just asked. In order to serve the committee and
to satisfy its request for information, | have had the minute pulled out that has recently come
to me. In order for me to give you a comprehensive answer, which | think will interest not just
yoursdlf but your constituents, | will give you some direct quotes from the minute and then |
will give a precise answer to your question:
In March 2003, the former Minister for Ageing, the Hon. Kevin Andrews, wrote to State and ACT
Planning and Local Government Ministers, Local Government Associations and State and ACT
Treasurers in regard to planning issues affecting provisional allocations. Minister Andrew’s letter
followed a previous invitation from the former Tasmanian Premier, the Hon. Jim Bacon to participate in
ajoint exerciseto consider the impact of the ageing of the Tasmanian population.
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Following this exchange of correspondence between Ministers, officials from the three leves of
Government have been engaged in drafting a draft Tripartite Partnership Agreement on population
ageing in Tasmania. The draft Agreement is consistent with the Council of Australian Governments'
acknowledgment that a range of areas including infrastructure and community support required further
consideration in light of the projected ageing of Australia's population. The draft Agreement
complements the Tasmanian Plan for Positive Ageing 2000-2005 and is based on the Tasmanian
Government’s partnership model with local government.

The production of the final draft Agreement follows a consultation phase in which comments were
sought from a wide range of Australian, State and Local Government agencies and with professional
and community groups, including ACROD (Australian Council for the Rehabilitation of the Disabled)
Tasmania, the Tasmanian Department of Premier and Cabinet, the Tasmanian General Practice
Divisions, the Tasmanian Council for the Ageing, and Aged & Community Services Tasmania. Minister
Julie Bishop issued a joint media release on the consultation phase with the Tasmanian Minister for
Health & Human Services, the Hon. David Llewellyn MHA, and the President, Local Government
Association of Tasmania Councillor Lynn Mason on 2 June 2005. The media rel ease was also followed
by an interview with former Minister Julie Bishop regarding the proposed Agreement with a Tasmanian
community radio station.

A copy of that minute, | amtold, was attached. This minute goes on:

The proposed Agreement was endorsed by all parties who provided comments on the draft document.
The Tasmanian peak body representing not for profit residential and community care services providers
(Aged & Community Services Tasmania) noted that the draft Agreement provided a basis for
government officials to work together to ensure coordination in relation to issues such as fire safety
requirements and planning related to the development of new residential aged care services. Other
specific comments received referred to:

- the need to continue to consult with special needs groups—

which is one of the reasons why | think that consultation process has taken a little while—

- the value of funding innovative healthy ageing programs;

- recognising the linkages between ageing and disability;

- the importance of the Australian Government Aged Care GP Panels initiative; and

- the importance of housing, business, social and cultural services, ensuring ongoing access and
participation.

| am happy to acknowledge before you, Senator Polley, and the other members of the
committee:

This draft Agreement is the first of its kind in Australia to address population ageing issues on a cross-
jurisdictional model.

| think it is a great example of cooperative effort between the two levels of government plus
so many other stakeholders and groups that | have mentioned. The minute goes on:

The broad scope promotes increased cooperation between the three spheres of government as Tasmania
heads towards having the largest per capita aged popul ation.

| learnt something from this minute, because | thought that Queensland was heading that way,
and when | visited Western Australia two weeks ago they told me that they were heading that

way. Given that this is from my department, | take it as truth and | accept that your state, in
fact, is heading towards having the largest per capita aged population. The minute goes on:
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The objectives of the Agreement are to deliver improved services to the community for the care of older
Tasmanians and to improve the living and community environments. The catalyst for the Agreement
was the sometimes long delays in building new aged care homes and addressing this is the Agreement’s
prime priority. The Agreement is designed to expedite planning and implementation processes for aged
care services, to maximise bed readiness and land use, and reduce numbers of provisionally allocated
places.

| thought that | should give that background, which | think is useful background in terms of
what the agreement is seeking to achieve.

When the public consultation process was finished, a copy of the agreement was provided
to former Minister Bishop. The process, | am advised—and | am now getting to the kernel of
my answer to your question—was subsequently laid down by the caretaker conventions of the
recent Tasmanian state election. | can advise you that | have recently received a minute from
the department, from which | have just quoted, and | intend to give it my very close attention
during the next few days. When | say ‘recent’, | mean it was only during the last week or so
that it cameto me.

| am advised that the extensive period of consultation that has been involved in the
development of the agreement since Minister Andrews first initiated the process in 2003 is
practically complete and that it will help overcome many of the difficulties that the agreement
sought to address. | give you my undertaking it will receive some fairly swift consideration
from me. How does that sound?

Senator POLLEY—Three yearsisalong time to consult, but if that is an indication that it
is likely that the government will finally commit then we welcome it. Having recently met
with all the north-west coast councillors, | know that aged care is a significant issue for our
community. We are eagerly awaiting your decision, Minister.

Senator Santoro—I acknowledge that that issue would be of concern to you. Sometimes
in this game you are damned if you do and you are damned if you do not. We can consult too
little and we can consult too much, but | have given you my undertaking and | will follow up
onit.

Senator POLLEY—I appreciateit.

CHAIR—There were further questions of the minister. Senator Fielding?

Senator FIELDING—Minister, we were talking before, when you were out of the
committee hearing, about mandatory reporting. | also wanted to discuss something that was
on your website on 10 April 2006, where you are quoted as saying:

There will be compulsory reporting of a certain category of offences, and that particular reporting will
be implemented as soon as possible.

You went on to clarify:

Oh, look, the categories are obvious. Sexual abuse, physical abuse, aggravated assault ... | mean,
they’'re the issues that have been of great concern to the community over the past five or six weeks, and
we intend to move on that as soon as possible.
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You went on then to say:

Look, | mean, compulsory or mandatory, there will be cases of abuse that I've just defined, that will
need to be reported very, very quickly ... in fact, immediately. And that's the sort of system that we're
moving towards.

Can you give us an update of where you are at with that?

Senator Santoro—Yes. | think that your questions are good and go to the heart of issues
surrounding mandatory reporting. When the issue of abuse, particularly sexual abuse, within
Australia’s aged care facilities broke out as an issue shortly after | was appointed the Minister
for Ageing, | intuitively thought that mandatory reporting was, to quote your words, a ‘no-
brainer’.

It is something that is so obviously desirable that it should be implemented forthwith. |
basically went into meetings and consultations, including consultations with my state
ministerial colleagues, who are obvioudly all from Labor states, with a not publicly expressed
attitude to that effect but nevertheless with the same gut feeling that | think you have
expressed here this evening and perhaps elsewhere. | also went with that attitude into
meetings of my ministerial advisory committee.

| have to be honest with you: | was staggered by the professional opposition to mandatory
reporting. | asked the hard question: how can reasonable people, like the people who are
advising me and state ministers responsible for the aged and the frail, say that mandatory
reporting is something that has got to be approached with caution? Nobody was outright
against it. Everybody wants abuse—sexual, physical abuse—to be reported. Nevertheless,
there were a great number of arguments that were advanced to me that said to me, just like
with police checks, ‘Hasten in away that you consider some of the sensitivitiesin the system.’
| want to go through those sensitivities through you, Mr Chairman, in as comprehensive a
way as the committee would like.

Let me highlight three or four examples that summarise the broad reservations. The
guestions that were asked included: how do you protect against reporting, including
mandatory reporting, that is frivolous or malicious? That is an issue that weighs on the minds
of alot of people, including and in particular if the mandatory reporting comes from, say, a
resident who may not even be conscious of the claim or the cry of rape or physical abuse.
How do you protect reputations of both individuals and corporate entiti es when reporting may
be done in that way?

That exercised my mind and | had an answer to that, because | was a member of the
Parliamentary Criminal Justice Committee in Queensland when | was in the state parliament,
where we had to grapple with the same issue in terms of anonymous reporting of wrongdoing
within the public service or the police service or another public administration body. The way
that we resolved that was that they could be made in confidence. The reporting, dobbing-in or
whistleblowing could happen not anonymously but in confidence. Therefore the authorities
entrusted with considering that reporting could make a judgment particularly as to how the
public exposure of the reporting may affect reputation, either individual or corporate. |
thought | had an answer to that.
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It started becoming very difficult for me, and maybe | was naive but | had to start thinking
hard about it, when people started saying to me, ‘ There may be residents who are subject to
physical abuse and perhaps sexual abuse that don't want it reported.’ | was pretty shocked,
because from my point of view abuse is abuse. Sexual or physical abuse is a dastardly thing in
my language and thinking. | said, ‘How could that be? How could that sort of reporting be
excused? How could those actions be deemed not reportable by anybody in their right mind?
People started addressing the question of ‘in their right mind’, and said, ‘ Sometimes people
within aged care facilities may be in a relationship, including husband and wife where, for
example, one of the partners forces him or hersef on the other in a demented state, for
example, and the other partner doesn't want that reported.’

All of a sudden that sort of example was tendered to me by people who had an enormous
amount of experience, certainly far more experience than | had in dealing with these issues.
These views were being put to me and | had to start thinking very hard. What then happened
was that, when | convened the meeting of my ministerial colleagues, which was, by the way,
that first time that a ministerial, an unofficial, | should say—

Senator McLUCAS—Yes, unofficial.
Senator Santoro—But it was not a bad effort, Senator McL ucas, you would agree.
Senator McLUCAS—Let us have a proper ministerial council on ageing.

Senator Santoro—I will just divert, Senator Fielding, to answer—I should not have
invited an interjection but | am pleased that | did because it gives me an opportunity to tell the
committee how pleased my ministerial colleagues were that | brought them together.

Senator M cLUCAS—Let them speak for themsel ves.
Senator Santoro—They wanted me to bring them again.
Senator M cL UCAS—Come on, move aong.

Senator Santoro—You asked. You invited me to make further comment. They invited me
to bring them together and | intend to do that because | found the meeting to be very useful.
One of the things that again surprised me, in terms of the deliberations of that meeting, was
that the majority of state ministers were also opposed to mandatory reporting. So we got into
what | thought was a fairly esoteric debate where peopl e started trying to make the distinction
between compulsory reporting and mandatory reporting. There was sharp division between
the ministers. Again, that indicated that | should proceed with some restraint in terms of the
issue.

| then looked at the literature. | draw your attention, Senator Fielding, to some fairly expert
and, | think, very sensible opinion. Professor Dorothy Scott, the director of the Australian
Centre for Child Protection, in a paper that she ddlivered to the 10th Australasian Child Abuse
and Neglect Conference in February this year, said things like this—and she was referring
mainly to jurisdiction in the area of children:

It is illusory to think that we protect children by extending the reach of the statutory child protection
system yet in the wake of child abuse tragedies that is exactly what tends to happen.

She then said:
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An overloaded child protection system, like an overloaded Casualty Department in a hospital, is very
dangerous—for children at high risk, for children at some risk, for children at low risk, for children
already in care, for other parts of the service network and for those who work in the child protection
system.

She went on to say:

An overloaded system is dangerous for the most vulnerable child who needs to be removed from a high-
risk situation, as identifying them becomes akin to searching for the proverbial needlein the haystack.

So you have opinions such as that that says that maybe mandatory reporting—and the
consequent administrative, social and financial implications that are involved—is not the
desirable way of tackling sexual and physical abuse. There are other reports. Rather than
quoting at length, | will just refer you to this dlightly more dated report of 1997, called
Mandatory reporting of abuse of older people, which was prepared for the Advisory
Committee on Abuse of Older People. It is a very interesting discussion paper that makes
similar points to those made by Professor Dorothy Scott.

| have tried to give you some insight that it is an issue that has exercised my mind very
significantly. What | was referring to in those early comments that | made a couple of months
ago was that if some form of compulsory or mandatory reporting were to be seriously
considered, it could be done through things such as the accreditation system. It could be one
of the accreditation outcomes that some form of formalised procedure in terms of reporting of
abuse, sexual or physical, could be incorporated within the formality of the accreditation
process, although | hasten to add that the vast mgjority of any aged care carers who see
physical or sexual abuse, immediately and instinctively report it. Although we talk about the
desirability of mandatory or compulsory reporting, it is something that is instinctively a habit
of people who observe any real, alleged or suspected abuse.

CHAIR—Thank you for that answer, Minister. Could | indicate that the committee is
looking at dealing with the workload it has between now and 11 o'clock by allocating times
availableto each area.

Senator Santoro—Do you want me to be briefer next time?
CHAIR—That would be helpful, thank you.

Senator Santoro—I am happy to. Mr Chairman, | took the time with that because it is an
issue that, just like police checks, really captures the attention and the interest of the
community. | did not want to be in any way exposing either myself or the aged care sector to
any suggestion that we were insensitive or proceeding slowly inthis area of vital reform.

CHAIR—I agree with much of what you had to say, Minister, but | need to bring to
peopl €' s attention the constraints we are working under. | am proposing that we try to wrap up
the further questions to you on ageing within the next 15 minutes and proceed to deal with
outcomes 2 and 3 until half past nine, then devote the rest of the time until 11 pm to private
health. We will not deal with Professional Standards Review tonight, so those people can be
sent away until tomorrow morning.

Senator FIELDING—Thank you, Chair. | appreciate the minister’s response. | want to
ask: when is sexual abuse, physical abuse or aggravated assault legal ?
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Senator Santoro—Isit legal?
Senator FIELDING—Yes.
Senator Santoro—The answer to that is obvious. | do not believethat it is, no.

Senator FIELDING—I am trying to ascertain—and | appreciate there were about four
points; ‘frivolous and malicious' was one potential reason—why there was a reluctance to
make it mandatory report it. Authorities have to deal with those things today. There are some
people who do not want to report it but authorities have to deal with that today. The majority
of states, for some reason, seem to think that non-mandatory is a good idea. | question that
still. On the fourth issue of an overloaded system—that is, if we have more reporting then we
will not handle it—we should resource for it, because | have heard recently the Treasurer say
that having two sets of laws is not on. | think sending the message that we do not have
mandatory reporting for those types of offencesis offensive. | do not think Australian families
who have loved ones in aged care believe that that isright.

CHAIR—Can | ask you to move to your question, please?

Senator FIELDING—I am getting there. The question is. what professional advice have
you had that we should have a different law for aged care than we do in the general
community?

Senator Santoro—I certainly have not received any advice that we should have a different
law. What | have sought to outline to you, in as comprehensive a way as | could because of
the reasons that | stated, is that there are very practical difficulties that apply to the
introduction of mandatory reporting in one form or another. | did not elaborate on another
piece of advice that | have received, and that is the difference between mandatory reporting in
the area of children and mandatory reporting in the area of people who are adults and who
have the capacity to make their own decisions as to whether or not abuse by somerelatives is
to be reported or not. The secretary has sought to assist me by also saying that there is no
mandatory reporting for adultsin their own homes. That is another area that opens up.

Being minister in this area these days, | am often told that there is some pretty serious
abuse in communities that unfortunately also goes unnoticed and, evenif it is noticed at times,
unaddressed. You raise some issue that we should continue to work towards solving. You
gather that | have some real difficulty in answering your question in a way that will convince
you but that is not because of any inability on my part. It is an issue that the community is
trying to grapple with. We are doing it within the aged care sector to the best of our ability.

Senator FIELDING—The final comment is that one professional body, the AMA, has
called for mandatory reporting, so | would like to know what advice the department has to the
contrary. If that could be tabled or taken on notice, | would like to see it—or the contrary to
that advice, if you haveit.

Senator Santoro—I am more than happy to undertake to have the department and |
provide you with a comprehensive briefing in relation to the issue. | have spoken personally
with members and representatives of the AMA who were very sympathetic to the reservations
and concerns that | have expressed to you here tonight. They obviously have a policy that
mandatory reporting is desirable from their point of view, and they represent that point of
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view, but within the medical profession there is a realisation that the difficulties | mentioned
arereal inthat they are not obviously easy to overcome. We will get a comprehensive briefing
onthis.

Ms Halton—Can | add one thing, Senator? It is important to understand that the
department does not have a position on this. Essentially the minister is charged with balancing
arange of concernsin this area, and he has just rightly outlined that there are a large number
of views in this area. Essentially, the decision the minister has to come to is, practically
speaking: if he were to talk with his state colleagues, because it would have to involve them,
about mandatory reporting, how would it be implemented? The range of concerns that have
been put to him and to us means that that is a very complex issue. Certainly, in the debate we
have had, it is about that range of issues rather than saying that there is an implacable view
one way or the other. Thisis still a complicated on-balance issue.

Senator FIELDING—I still think the federal government can take a leadership role on
this. You did it for workplace changes. Whether you like it or not, this is the same issue.
Consulting is one thing. When it is wrong, it is wrong. | hear what you are saying. You have
got a couple of reasons there—four or five—but | think they are flimsy. If you hold them up
to the Australian public, families would be really concerned if that was holding these things
back. | hear what you are saying but we can take a leadership role on this and not kowtow to
the states. Federal provide a lot of money in this area and this is an important issue for
Australian families. They are concerned.

CHAIR—I do not want a debate. | want to have questions, please, of the department and
the minister. Thank you, Senator Fielding. Do you have a question, Senator McL ucas?

Senator McLUCAS—Yes, Chair. | wanted to ask these questions before dinner. We did
delay, Minister, so you could return. You are quoted in the Courier Mail as saying, on 29 May,
that pay rises for nurses and staff were making it difficult to operate nursing homes. What did
you mean by that?

Senator Santoro—I| was asked a question: ‘What are providers telling you about
workforce issues, including pay rises? | reflected the views of providers but under no
circumstance, Senator McL ucas, should it be construed that | am against wage increases for
nurses. | want to be perfectly clear, on the record, that | have beenin favour of wage increases
for nurses. Anybody that takes on the nursing profession by adopting a contrary view is both
foalish and insensitive. Workforce reform and funding generally were issues that were taken
up quite significantly by Professor Hogan. As | have assured you in the Senate and also in
statements outside it, the final recommendations of Professor Hogan that need to be addressed
and have a policy response to them are under very intense and active consideration by myself.
Issues relating to the work force will be well and truly addressed as we work our way to a
final policy position.

Senator M cLUCAS—Do you believe that residential aged care nurses should be paid the
same as those in acute care?

Senator Santoro—What is happening is what people intrinsically appreciate—that wage
increases or movements of wages for nurses are invariably initiated and generated within the
acute care sector, and they invariably flow on. That is what | was reflecting in answering that
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question. | was seeking to answer the question honestly. They do present challenges for the
people that run aged care facilities. Invariably there is a catch-up period involved between
wage i ncreases within the acute care sector that flow on to the aged care sector.

That is what | was reflecting in answering that question. | was seeking to answer the
question honestly. They do present challenges for the people that run aged care facilities.
Invariably there is a catch-up period involved between wage increases within the acute care
sector that flow on to the aged care sector.

Senator McLUCAS—Minister, are you aware that there is actually a growth—that the
disparity between acute and residential aged care is growing—so rather than a catch-up, it is
in fact the reverse?

Senator Santoro—That has been put to me as minister. As | have said, the whole issue of
funding of the sector, whether it isin the area of funding for the workforce or for the growing
capital needs of the industry, is under very active consideration and has significant policy
responses by the government.

Senator McLUCAS—How will we attract more nurses into residential aged care?

Senator Santoro—I think the sector recognises there is a challenge there. Some people tell
me that the aged care sector is regarded by the profession as a second cousin. | do not sense
that. Everywhere that | go in terms of my ministry, | sense that the nurses in the aged care
sector regard their role as being asimportant as the role of any other nurse anywhere else. But
the sector has spoken to me, not just about funding issues but also about promoting the sector
as the wonderful, caring sector that it is. | am working with peak organisations to start
devel oping awareness and appreciation campaigns.

But, having said that, it is also very well recognised that there is a shortage of nurses, not
just in Australia but right across the western world. The federal government recently made a
major announcement—in fact, | was at the conference that the Prime Minister addressed—
about substantial funding to Victoria and some of the other states, but particularly to Victoria,
for the training of more nurses. | think he also challenged the state governments to follow suit
and | acknowledge some have begun to respond positively. Certainly, we need to put more
resources into attracting nurses; and in fact into training them in the first instance. The federal
government has been very pro-activein that area.

Senator McLUCAS—I do not know where, but anyway we are running out of time. Does
the government track wages of personal care workersin aged care—

Senator Santoro—I undertake to provide that information. Victoria particularly benefited
because of the greater relative shortage of nurses. We will get that information to you so that
you know where that funding is going.

Senator McLUCAS—You might also give us a fulsome answer as to how we are going to
attract more nurses into residential aged care.

Senator Santoro—My answer to that is that | will work with the sector to come up with
strategies that will make the aged care sector even more attractive than it is, but in the end it
will be significant policy responses by this government that | think will help make that
attraction greater.
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Senator M cL UCAS—Regarding the long-term response to the Hogan review, which you
have just alluded to, we spent $1.3 million in the 2005 budget for the consultation on the
Hogan recommendations. | understand that was spent?

Senator Santoro—I would have to take advice there. | have just been told by Ms Murnane
that you were not going to be asking questions that required the advice of specific officers
because they have all gone. | am happy to take that question on natice, Senator McL ucas, and
provide you with specific information.

Senator M cL UCAS—When can we expect the long-term response to the Hogan review of
pricing arrangements in residential aged care?

Senator Santoro—I think it is coming very soon. As | indicated in my answer to one of
your previous questions, the issue of the long-term funding situation for the industry has been
under very intense—| want to stress ‘intense’ —and active consideration and | hope to be able
to make some further statements in the near future. | gave that assurance to the industry at the
big aged care conference that | opened in Melbourne, and which you subsequently addressed
in the afternoon, Senator McL ucas. That recelved afairly positive response from the industry.

Senator McLUCAS—But did you give them a more fulsome, or clearer indication than
“the near future' ? Is that next week, or next month?

Senator Santoro—It isa very big policy response the government will be coming forward
with. | am not going to pin myself down, but it will certainly be soon.

Senator M cLUCAS—I understand Mr Carlton is heading up a committee. Can you tell me
who elseis on that committee? | can take that on notice.

Senator Santoro—I am happy for you to get some further information. Certainly, there is
my Chief of Staff. | take a very keen interest in it. There is the eminent economist Henry
Ergas. There is obviously Jim Carlton himself, and we have sought the advice of one or two
other people with considerable knowledge in the area. | very much appreciate the work of that
committee. It is coming up with some very interesting policy considerations for government.

CHAIR—I think we will now leave Ageing. | thank officers in association with that area,
who are till here. There might be some other answers.

M s Halton—Senator McLucas, before the dinner break there was a conversation about the
issue of funds. | did want to add to the answer that the officer gave. It certainly left me with
an impression which | would not want left with the committee. She talked about the four
homes, which | think you said we have heard nothing from. Now, that is not the case and | do
not want to leave that impression with people because it is not accurate. Essentially, there are
four homes who have not yet confirmed the building timetable that they have in place, but
they all have building works planned. We have given them a timetable of when they are meant
to provide their final plans to us as 31 July 2006. There are three homes in New South Wales
and one in Queensland.

But | think it is important to understand that they do have building plans. There is a clear
intention to build, to rectify the problem. The plan itself, in terms of the timetable, is not
scheduled to be received by us until 31 July. So, | want to be explicit that | have corrected the
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notion that we have not heard from them, which was a term | heard bandied about severa
timeswhich | really was not comfortable with.

Senator McLUCAS—I did ask on notice whether we could get a disaggregation of al of
the facilities that still have not complied with the 99 standards, disaggregated into those that
do intend to comply and those that will not comply because they are going to re-build.

Ms Halton—That is fine. Just one other more thing: much earlier in the day we had a
conversation about the additional ASL coming into the department. We said that we had
received an additional allocation of $31.08 million in respect of 220 ASL. You do the maths.
It is not hard. | said that | thought that was somewhere between an ASO6 and an EL1 by the
time you add superannuation et cetera. That is the case. | was about right. You also asked what
our efficiency dividend was. It is actually $6.033 million.

CHAIR—Thank you very much. We are now notionally to finish outcome 2. Senator
Allison was going to ask some questions if she were here. She said if she was not here she
would be happy to put her questions on notice. If she comes in within the next few minutes
we will deal with those, otherwise they will go on notice. | think we can go now to outcome 3.

Senator McLUCAS—I have just a few questions on outcome 2 that | think are fairly
straightforward.

CHAIR—We will let you ask you those questions. If we have not seen Senator Allison by
then, we will proceed to outcome 3. Senator McL ucas?

Ms Huxtable—Chair, before we start, | have some information that | said | would make
available to the committee. Senator Moore asked for the information that was provided to
pharmacies in regard to the operation of the 20-day rule. | have copies of the information
provided to pharmacies, which includes consumer postcards, a laminated sheet of
information, pharmacy dispensing reminder cards and some frequently asked questions,
which | will provide. There are enough copies for everyone.

Secondly, there was a discussion with, | think, Senator Forshaw, in regard to the 20-day
rule and the way in which the 20-day rule operated. | think | said that day zero was the first
day, and day 20, so there were 19 clear days. In fact, that isincorrect. Day zero is thefirst day;
day 21 isthe day on which the medicine can be dispensed. So 20 clear daysis correct.

Senator M OORE—What about Winifred in that period?
M s Huxtable—I have not as yet managed to track down Winifred.
Senator M OORE—Because we think that Winifred goes to day 22. That is the key point.

Ms Halton—We will look into that one, if we can ever find Winifred—taking account of
Senator Forshaw’s suggestion that Winifred is a cyclone.

Senator FORSHAW—No.

M s Halton—A female you said.

Senator FORSHAW—I asked why they were called after female names.

M s Halton—I am surprised you have survived the dinner break, Senator Forshaw.
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Senator FORSHAW—I am surprised that | have survived a lot of things in this place,
Ms Halton, particularly estimates.

CHAIR—Let us have some questions from Senator McL ucas.

Senator McLUCAS—Thank you. | have some questions on the growth of the PBS. Could
you advise the committee, Ms Huxtable, what the actual annual growth rate is for the PBS to
date, for thisfinancial year?

M s Huxtable—For 2005-067?

Senator McLUCAS—Yes, 2005-06.

M s Huxtable—And 2004-05?

Senator McCLUCAS—Yes.

M s Huxtable—The expected growth rateis 2.8 per cent.
Senator M cL UCA S—That was the expected growth rate?
MsHuxtable—That isright.

Senator M cLUCAS—AnNd the actual? What is the actual ?

Ms Huxtable—We will not know the actual one until the end of the 2005-06 year
obviously. But the growth rate as announced at budget is 2.8 per cent.

Senator McLUCAS—Do you track year to date, end of March, for example?

Ms Huxtable—Implicit in that 2.8 per cent is what has occurred to the point in time at
which the budget figures were announced. We do continue to track. The next point, however,
at which estimates may vary is additional estimates now.

M s Halton—We are not seeing anything that is inconsistent with that. We take account, for
example, when we do these figures of what has occurred to date, and we look at how many
public holidays there are—all the things which impact on volumes—until the end of the year.
Basically, so far we have seen nothing that would suggest that that is going to be wrong.

Senator McLUCAS—S0 2.8 per cent isthe growth that you expect across the whole year?
MsHalton—Yes, correct.

Senator M cLUCAS—We are tracking on that at the moment?

M s Halton—Correct.

Senator M cLUCAS—What was the final outcome for 2004-05?

MsHalton—In terms of dollars?

Senator M cLUCAS—Interms of growth.

M s Huxtable—Growth on the previous year?

Senator McCLUCAS—Yes.

Ms Huxtable—In 2004-05 expenditure was $6 hillion and growth over the previous year
was seven per cent.
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Senator McLUCAS—There is quite a significant difference from 2004-05 to 2005-06.
How does that compare with previous years?

M s Huxtable—The previous year was 10.9 per cent, expenditure of $5.6 billion. That is as
far back with the figures that | have in this document.

Senator McLUCAS—Growth is slowing considerably over three years.

M s Huxtable—Growth is less than we expected this financial year. | think we spoke about
this at the last estimates, and the growth that we expected then was around the 5.6 per cent
mark. We certainly have seen growth less than expected. Nevertheless, we are still expecting
to spend $170 million more on the PBS this financial year than we did last financial year. It is
avery large program obvioudly.

Senator McLUCAS—AL the budget of last year, what was the predicted growth in the
PBS?Was that predicted at 2.8 per cent at last year’s budget?

Ms Huxtable—No. At the budget of 2005-06 we were expecting about 7.8 per cent, then
we revised down at AESto 5.6, and it has been revised again.

Senator McLUCAS—ALt thistime last year we predicted 7.8 per cent growth.
M s Huxtable—Yes, that isright.

Senator M cL UCAS—When was that revised down?

M s Huxtable—It was revised down at additional estimates.
Senator M cLUCAS—In February?

M s Huxtable—Yes, it was around that time. | think it was January.
Senator M cLUCAS—AnNd that was—

M s Huxtable—It was 5.6 per cent.

Senator M cLUCAS—When wasiit revised down to 2.8?

M s Huxtable—At the budget this year.

Senator M cL UCAS—For the current year?

MsHuxtable—Yes.

Senator McLUCAS—Has there been any analysis that the department has undertaken
which looks at the health implications of that decreased growth? | know that sounds vague,
but decreased growth will lead to less use of pharmaceuticals per capita, one would imagine,
given al the other variables like new drugs—all those other variables that come into this
formula.

M s Halton—Before Ms Huxtable gives you the PBS answer, can | make a broader point.
We have looked at this, and there are a whole series of things, such as Vioxx coming off the
market; there are some particular PBS things that you can look at. What is interesting, though,
is that with the increase in doctor hours that we have seen, we can see an increase in the
amount of time that doctors are spending with individual patients. In that context, you can see
a dlight change in the balance of what doctors are doing when they see a patient: they are
tending to see them for longer; they are, interestingly, ordering pathology but they are
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prescribing less. Yes, there is a narrow PBS view on this, but it is interesting to take this
broader perspective on what is actually going on in the medical practice. The incentives in
relation to doctors’ practising has, as we know, had an impact, and you are seeing that in what
they do. Professor Horvath will have a professional opinion on this.

Prof. Horvath—Thank you. To follow on with what the secretary has said, | think thisisa
very good news story. For example, we went out very publicly with the MPS to look at
doctors’ prescribing habits around viral illnesses, where antibiotics not only do not do any
good but they actually do harm. We have tracked that, and there is considerably less antibiotic
usage than before. The secretary mentioned the longer GP visits. Over a decade, their script
numbers per visit have dropped from 94 to 83 per 100 patients.

Senator M cLUCAS—I thought you said per visit.

Prof. Horvath—Sorry, per 100 patient visits. A lot of the things that we are trying to do for
good medical care are on the other side. Similarly, with the use of quinine for cramps: that has
come off because it has been shown that not only does it do no good but actually does harm.
On the other side where you expect growth, around cancer drugs, they have gone up. Of
course, we had a long saga over not only Vioxx coming off but far more care about using the
other COX-2 inhibitors. Thereis quite agood clinical story around these particular issues.

Senator McLUCAS—Thank you for that.

Ms Huxtable—If | might add to that, as you would be aware, the PBS expenditure data
catches those scripts that are being reimbursed through the PBS, and obviously the scripts that
are falling below the copayment we do not pick up in our datasets. Interestingly, since early
2005, there have been a number of drugs which have fallen below the general copayment;
some drugs for high blood pressure, migraine, morphine. Those drugs basically fall from our
view in terms of the scripts that we are capturing. We are certainly working with the
Pharmacy Guild in particular, looking to capture that information. It is a very important part
of the whole picture, but it can sometimes appear misleading when volumes suddenly drop
when, in fact, what has happened is a drug has effectively fallen from view.

Senator McLUCAS—Could we get alist of those drugs that have fallen off the PBS?

M s Huxtable—There are some examples that | pulled out from having a quick look at the
book. Of course, they will still be picked up in the concessional data, because the copayment
there is $4.70, but there will be a proportion that fall off by going under the general
copayment. We can provide you with some examples of those sorts of things.

Senator McLUCAS—Thank you. Did you do an analysis of why there has been such a
significant change this year? Starting at 7.8 and then moving to 2.8 is quite a considerable
change.

M s Huxtable—I think there are a range of factors coming together, as Professor Horvath
said. When we look at the volume expectation that we had in regard to the drug groups and
where the volumes are at now, generally we are seeing within drug groups that growth is at a
lesser rate than we expected. It is not a net reduction, although there are some examples of
that. For example, the statins, where we are looking at 16 million or 17 million scripts a year,
are still growing at 7.5 per cent, | think, but that is less than we thought it would be.

COMMUNITY AFFAIRS



CA 134 Senate—L egidation Wednesday, 31 May 2006

| think we are seeing a number of things coming together there. In part, there are the sorts
of Vioxx type impacts and how that then flows on to drugs within that group. | think we
talked about antidepressants and hormone replacement therapies at the last estimates, and
Professor Horvath spoke about some of the clinical issues or some of the information that was
out there that may have led to some change. There are also patient expectations around those
drugs. There have also been National Prescribing Service campaigns in regard to the proper
use of cholesterol-lowering drugs. All these things come together, | think, when we look at the
volume data that we have.

Senator M cLUCAS—You must have a model, though, Ms Huxtable.
M s Huxtable—We do.

Senator M cLUCAS—You can revise down.

M s Huxtable—We have a very complicated modd.

Senator McLUCAS—Could you provide the committee with a list of those factors in
society, from the change of prescribing habits and GPs and all of those things, that are
impacting on the reduction in growth. If there is a model, there must be some way of trying to
capture the changed behaviour.

Ms Halton—The mathematical approach to the model does not lend itself to a
disaggregation according to individual factors, because they all compound each other. It is
very hard to say, ‘ Twenty per cent of the reduction from what we initially anticipated to what
we have actually seen is as a consequence of X.” We can describe them behaviourally and we
can give you a narrative description of what each of them is, and | am pretty confident that we
have afair grasp of the range of issues that have had an impact.

The model has been quite robust over the years. In fact, we have had a conversation
ourselves over time about whether this is the time to redo the model, with this stuff that we
are seeing now, which is a fundamental question for the model. Probably not, but the truth is
that the way it works mathematically is we cannot really ascribe a component to longer doctor
consullts, for example.

Senator M cLUCAS—Isthere a prediction for growth through 2006-077?

MsHalton—Yes, thereis, which we do not publish.

M s Huxtable—We generally talk about what the expected growth rate is this year and then
what the average over the next four yearswill be.

Ms Halton—I think we have had this discussion in a number of estimates, about not
providing ayear on year commentary of our expected growth rates. As much as anything else,
it impliesalevel of commercial sensitivity, which the consensus inside government is that we
should not be releasing.

M s Huxtable—The expected average over four out yearsis 7.8 per cent.
Senator McLUCAS—But you would expect that to be revised downwards.
M s Huxtable—No.

Senator McLUCAS—You don't?
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M s Huxtable—That is the current estimate, so that is where we are at now.

Senator M cLUCAS—I am not a mathematician, but the trend would make you think that
they are going to go down.

Ms Halton—As | said, we are engaging in a process of considering whether the model
needs some revision or not. At the moment we do not think it does, but we are watching quite
closely what happens with expenditure over this period. As Ms Huxtable has pointed out, the
PBSis still growing and we can see some one-off factors in the recent past that have clearly
made a difference. We can also see some sustained behavioural change in terms of what
doctors are doing. We also have a reasonable grasp of what isin the pipelinein terms of stuff
that is coming forward for listing. We are going to look at that combination of factors over the
next little while, with a view to making an assessment about the mode! itself. It will not
surprise you to know the Department of Finance takes a great deal of interest in thisaswell.

Senator McLUCAS—What do they say when you have to change your growth
predictions?

Ms Halton—They usually say that if we are going to change it they would rather we
changeit early. It is not quite ‘ change it early, change it often’, but—

M s Huxtable—Early and down.

MsHalton—Yes, early and down is good from their perspective. What nobody likes inside
government is a last-minute change which means, effectively, there is an unpredicted
variation in expenditures.

Senator McLUCAS—Could | get an understanding, in a layperson’s terms, of what the
underlying assumptions are underneath the model ?

M s Halton—We never provide the model to anybody and we would only describe it in its
broadest terms. The modd itself has been mathematically verified with people from Finance
and people who are very skilled in this respect. Again, because it is extremely sensitive
commercially, we have never provided anything other than a high-level description of the
model, for obvious reasons.

Senator M cLUCAS—Could you provide—

M s Halton—A high-level description?

Senator MCLUCAS—Yes.

M s Halton—Absol utely.

Senator McLUCAS—I think that isall | have for outcome 2.
[8.37pm]|

CHAIR—I am going to finish now on outcome 2 and move to outcome 3, Access to
medical services.

Senator McLUCAS—Can we get the year to date spending on Medicare, to the most
current—

MsHalton—The MBS?

COMMUNITY AFFAIRS



CA 136 Senate—L egidation Wednesday, 31 May 2006

Senator McLUCAS—Yes.

Ms Huxtable—I have the estimated expenditure for the 2005-06 year, which is $10.7
billion.

Senator McLUCAS—When isthat estimate?

M s Huxtable—The estimated 2005-06 expenditure.
Senator M cLUCAS—And when was that estimate made?
M s Huxtable—At budget.

Senator McLUCAS—Hasit beenrevised at all?

Ms Huxtable—It was revised upward from the AEs figure—marginally, | have to say, in
such a large program vote.

M s Halton—But we have not changed this since budget.

M s Huxtable—No, we have not changed since budget. Sorry; | thought you were asking if
we had changed it up to budget.

Ms Halton—The budget figure is the budget figure. It has not been changed since the
budget.

Senator McLUCAS—You do not reviseit as you do the PBS, for example?

Ms Halton—We revise at AEs, consistent with all our other estimates. We would change
our estimates and we might notify Finance sometimes of an intention before the formal
process of AEs, for example, but we do not formally change unless thereis a timetable around
AEs.

Senator M cLUCAS—In terms of the spending to date, how isthat tracking?

Ms Huxtable—The $10.7 billion is an extrapolation of the spend to date, so the spend to
date would be consistent with that figure.

Senator M cLUCAS—I understand. That is an extrapolation of where we are up to so far.
MsHuxtable—Yes, that isright.
Senator McLUCAS—What was the original estimatein the budget?

Ms Huxtable—At additional estimates we anticipated that it would be marginally under
that figure. It is not avery big difference in such a big program. It was around $80 million less
than the $10.7 billion.

Senator McLUCAS—Itisalot of money.
M s Huxtable—It is not much in a $10.7 billion program.

Senator McLUCAS—Just give it to aged care. We will look after it! And how did that
change from the original budget in May last year?

Ms Huxtable—I do not think | have that with me. My colleague might just look to see if
we do have that figure. If not, we might need to take it on notice.

Senator M cLUCAS—Could you give the committee an understanding of the main sources
of variability in Medicare.
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Ms Huxtable—As with the PBS, Medicare is a demand driven program and so it does
move around, depending on what is happening with regard to doctors services. There will
always be some movement within ayear. It isvery hard to nail it completely on target. We, for
example, will update estimates to look at changes in population data. We will add in the
listing of new items. That will obviously vary the estimates as well. And then there will be
activity that is beyond our control in terms of how doctors’ services are being provided.

Senator McLUCAS—Following Professor Horvath's advice about changing doctor
behaviour, what has happened with the pathology costs? What has happened, given what you
predicted pathology would cost compared to what is actual ?

MsHuxtable—lItisin adifferent division, so | need to get the appropriate person. It isthe
same program, different division.

Ms Halton—This is pathology and radiology governed by agreements with the
professionals?

Senator McLUCAS—Yes.

Mr Maskell-K night—I do not think pathology, with great respect, was a good example to
pick, because we have a price volume agreement with the pathologists such that we will
manage the price side of the equation so that we will spend the amount we expected
ultimately.

Senator McLUCAS—Thereis no agreement over diagnostic imaging?
Mr Maskell-K night—Thereis a series of four agreements that cover that, Senator.

Senator McLUCAS—What about obstetrics? That was one that was changed, particularly
after the safety net cameiin.

M s Huxtable—I do not think that has been a factor. Certainly it does not seem to bein the
information that | have been given. To the degree that we can disaggregate these things, the
updated population estimate has been a factor; new and revised services; and then there seems
to have been a little more growth than we expected in the area of surgical procedures,
particularly in the older population. They have been the primary factors.

Senator M cL UCA S—Population was the first point you made.

M s Huxtable—Population estimates, new and revised listings, and some growth at a rate
dlightly greater than we expected in regard to surgical procedures, particularly for the older
age group.

Ms Halton—New and revised listings would be new items coming onto the schedule and
variations to items. The minister has made a number of changes to the schedule to include
new items. There have been a couple of Indigenous items, plus a number of other things, in
the last six to 12 months—in fact, quite a number.

Senator McLUCAS—In terms of the surgical procedures, mainly for older people, are
they things like knee replacements and hip replacements?

Ms Huxtable—I do not have that level of information. We are looking here really at some
of the broad type of service data, soit isat quite a highly aggregated level.
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Senator McLUCAS—Has the seasonal variability in the safety net spending and
registrations calmed down or is that till occurring?

M s Huxtable—I think with the safety net there are two elements. Safety net spending is on
track in respect of what we expected for services provided in 2006. | have some information,
too, about registration of familiesand | think now we have got to the bottom of some of those
issues we had with Medicare Australia about presentation of that data. | can provide you with
registered families information if you wish.

Senator McLUCAS—Yes, please. Thank you.

Ms Huxtable—At the end of April there were 4,106,542 families registered for the safety
net.

Senator M cL UCAS—Have we sort of plateaued with that?

Ms Huxtable—L ast year, early in the year, we were seeing around 40,000, then dropping
to around 30,000, then down to the 20s. We are till seeing 20,000 to 25,000 a month. It has
plateaued, probably in the last six months or so, to around that sort of 20,000 to 25,000 mark.
That is the net change. We have now got to the bottom of the changed family structures and
deleting families that may no longer be families. | think we are right, now, on that stuff. It has
taken a while to get to the bottom of that one.

Senator McLUCAS—Yes. The spending year to date on the Medicare safety net: what is
the most current figure there?

M s Huxtable—I think the figure to the end of the March quarter was $26 million. That is
interms of services provided in 2006, so it is for the 2006 calendar year.

Senator M cLUCAS—Isthat tracking as you expected?
MsHuxtable—Yes, itis. Itisjust about right on, actually.

Senator McLUCAS—On page 76 of the PBS, the document says that the department is
able to interrogate and analyse the Medicare stats to inform program management and policy
development. It goes on to say that the Indigenous identifier was useful. Can the department
describe how its interrogation and analysis of Medicare statistics allow it to release data
which states bulk-billing rates for children?

Ms Robertson—When Medicare Australia collects claims information, there is a certain
amount of information that is collected through the claims record, such as the patient’'s
personal identification number, and attached to that are certain things, including their age.
What will come through with that is the payment type, including whether or not there is a
patient charge or whether it is bulk-billed. That information comes over to the department of
health every night and that allows us to interrogate the data to get the statistical information
that you were referring to.

Senator McLUCAS—That islinked to the patient’s Medicare number?

Ms Robertson—That is right. On every Medicare number, there is a personal
identification number that is associated with each individual on the card.

Senator M cLUCAS—That would also indicate someone who was over 65.
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M s Robertson—That is correct.
Senator M cLUCA S—Isthat information on the department’s website?

M s Robertson—We do provide information on the website, which is essentially what isin
this book. We do break it down by age. We usually do age ranges as part of this book.

Senator McLUCAS—That is also on the website?
M s Robertson—That is exactly right.
Senator M cLUCAS—Can that data be provided on an el ectorate by electorate basis?

Ms Robertson—There is a schedule of release for the bulk-billing data and the last
electorate data on bulk-billing was released in February.

Senator McLUCAS—Going to questions about out-of-pocket costs, in GP services |
understand there is a 10 per cent increase in the March 2006 quarter from the previous
December quarter for out-of-pocket expenses for GP services. How can we explain that?

Ms Robertson—At the end of every calendar year, as people have accumulated towards
the safety net thresholds, they are getting the additional benefit. What we see at the beginning
of every calendar year, as people start accumulating their out-of-pocket costs towards the
safety net thresholds again, is that the copayments increase, as they are no longer getting that
safety net benefit as part of their standard Medicare benefit until they hit those thresholds
again. Itis like the sawtooth effect that you have seen before on PBS.

Senator M cLUCAS—Can you explain that again?

Ms Huxtable—It is fairly straightforward. As the calendar year progresses, people
progress toward the threshold for the safety net, and at some point in time in the year they will
go over the threshold. At that point in time, 80 per cent of their out-of-pocket costs will be
reimbursed. When we get to a new calendar year, everyone goes back to zero in terms of
threshold progression. The data that we have comparing December to March is really
complicated by the impact of the safety net where some people will be moving from an 80 per
cent reimbursement of out-of-pockets to a zero reimbursement of out-of-pockets.

Senator McLUCAS—That explains that. What was the Medicare safety net expenditure
for the 2005 calendar year?

M s Huxtable—For the 2005 calendar year the expenditure was $272 million.

Senator McLUCAS—There are some questions | want to ask about research that was
done by the Centre for Health Economics Research and Evaluation. It was entitled Medicare
safety net funding missing the target. Are you aware of that?

MsHalton—Whoisit by?

Senator McLUCAS—CHERE.

MsHalton—Yes.

Senator M cLUCAS—Did the department provide that datato CHERE for that research?

Ms Halton—I| am not aware that we have provided anything to anybody that is not in the
public arena.
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Senator McLUCAS—So it issimply using public data.

Ms Halton—If | am wrong, | will come back and correct it, but | am quite confident that
the things that are in the public arena are all that are in the public arena, if you see what |
mean.

Senator McLUCAS—CHERE would have had to receive that information from public
sources.

MsHalton—Yes.

Senator M cLUCAS—CHERE would have used data from Medicare Australia to do that
analysis.

Ms Huxtable—While | am aware of the press reports with regard to that, | do not know
that | have actually seen the documents themselves. | do not think | could speculate on where
they may have got their data. Certainly Medicare Australia have that data available on their
website.

Ms Halton—My memory is that they said that they used Medicare Australia. | cannot say
that | read it with a forensic eye to detail, but that is the impression | was left with, having
gone through it.

Senator M cLUCAS—Have you done any analysis of that report in the department?
M s Halton—No, other than to read it.

Senator McLUCAS—You couldn't indicate whether or not you agree with the findings in
the report?

M s Halton—We have not interrogated to see whether the findings are accurate.
Senator M cLUCAS—Does DHA provide any grantsto CHERE?

Ms Halton—We have used them periodically for the odd consultancy. | do not think we
have any what | would describe as grants that go to them. | could check that. Again, | will
correct if that is not accurate but we have used them on a consultancy basis periodically for
projects in the past.

Senator McLUCAS—This work of modelling of Medicare data, have you ever asked
CHERE to do any work like that?

Ms Halton—I am trying to think of the last thing we got them to do and | am struggling to
come up withiit.

M s Huxtable—They are approached from time to time as one of the consulting firms that
do health economics, so they are on the panel.

Ms Halton—They are on the panel, yes. The last thing they did was a cost-benefit analysis
of something. | do not recall us having given them Medicare data to do analyses of, because
we can do that ourselves. We do not need to bring in external people. Where we need an
independent opinion about something, we have used them in the past.

Senator STOTT DESPOJA—I have some questions on the MBS issue involving the
Pregnancy Council. | was wondering if you could tell me how the Medicare item to provide
Medicare funded pregnancy counselling will actually be implemented. | am just after whether
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or not it will be through legislation or some other—delegated |egidation. What mechanism
will be used?

Mr Eccles—It would be the same mechanism that is used for all MBS items.

Senator STOTT DESPOJA—Could you give us an idea as to when that would come to
our attention?

Mr Eccles—Itisregulations, yes.
Senator STOTT DESPOJA—When would we see the regulations?

Mr Eccles—We expect it will be in time for it to be up and running and available by 1
November.

Senator STOTT DESPOJA—So on time basically, because November 1 is the starting
date.

Mr Eccles—We expect it to be 1 November, yes.

Senator STOTT DESPOJA—Could | get a breakdown as to what money has been spent,
if any, thus far. | understand there was $35.6 million over a four-year period. Is there any
breakdown in terms of spending that has already occurred?

Mr Eccles—No, there is no money that has been spent. The focus to date has been doing
the modelling and developing of some of the parameters for the item. That has occupied
departmental resources to date.

Senator STOTT DESPOJA—I will explore some of those parameters in a moment. In
terms of projected funding, can you give us a bit of a breakdown as to how that money will be
spent over the next four years, inasmuch as you are able to do so?

Mr Eccles—It is alittle bit early to do that. We expect that over the next month or so we
are going to be engaging with the profession on matters to do with the parameters of the item.
The broad policy intent has been outlined in questions and answers and other aspects and we
are developing the implementation machinery. That will be subject to consultation with the
profession through the standard MBS processes. Part of that will be talking to the profession
about the levels of the item, the funding and some of the assumptions around volumes and
uptakes. It istoo early to go into that until we have had those discussions with the profession.

Senator STOTT DESPOJA—Over what time frame are the discussions with the
profession taking place?

Mr Eccles—I believe they are going to start in the next month. We expect that we will be
talking to the professionin June.

Senator STOTT DESPOJA—Can you tell me how those consultations will take place,
what format you envisage?

Mr Eccles—The central process for that is through the Medicare Benefits Consultative
Committee.

Mr Andreatta—The Medicare Benefits Consultative Committee is a forum where we
discuss with the profession the clinical content of the item and the cost involved in
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undertaking that service. The AMA chairs that committee and has representatives of the
relevant medical profession as well as departmental officers.

Senator STOTT DESPOJA—That process takes place and their ideas and input will be
fed into the next part of the process?

Mr Andreatta—The normal process is that the department will develop a draft description
of the particular item, which is really around the rules, the eligibility and some of the
administrative processes of the item. That will then be tabled at the committee, where
discussions will be held around some of the assumptions we have made. The profession will
have their own view on how this item may operate in practice.

Senator STOTT DESPOJA—I might acknowledge that | have, as have many of my
colleagues, looked at the Q and A that has been provided in the |ead-up to the budget and also
the budget papers. | understand from what you are saying that there may be some answers that
are still in the pipeling, but | might go through perhaps the content or some of the parameters
to which you referred. | know that the MBS item will be available to women who have had a
pregnancy in the preceding 12 months. Will women who had a baby within the preceding 12
months be provided with information and support through the helpline; and what kind of
support will they be provided with?

Mr Eccles—Questions about the helpline would be a different program. We can talk about
the MBS item. | think the helplineis outcome 1.

Senator STOTT DESPOJA—So | can do that tomorrow, | presume. Theoretically, that is
coming on tomorrow.

Mr Eccles—I| am only equipped to deal with the MBS item.

Senator STOTT DESPOJA—According to the information that has been made available,
to qualify for the rebate GPs may provide the counsdlling or refer clients to an allied health
professional to receive counselling. Isthat right?

Mr Eccles—That isright, yes.

Senator STOTT DESPOJA—In which case, will GPs and those allied health
professionals be required to give an idea as to their—for lack of a better word—philosophical
outlook in relation to the issue of abortion? Basically, do they have to be up front about
whether or not they are prepared to refer women for abortions?

Mr Eccles—Before GPs can quality for it, do they have to declare a philosophical
position?

Senator STOTT DESPOJA—Yes.

Mr Eccles—No. They will be required to provide non-directive counselling. That is
essentially the criterion, other than the training that they would have had to undertake.

Ms Halton—I think this is the question which comes first: essentially, the requirement is
that they are capable of and do provide non-directive counselling. So, if this item were
claimed and a patient complained to Medicare Australia that they got counselling that was not
non-directive—in other words, the practitioner says, ‘| come from a very strong philosophical
perspective,’” whatever it might be, or, ‘I refuse to refer you somewhere —then Medicare
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Australia would have grounds to take action in respect of the professional practice of that
doctor in the claim for this item, because this item is quite clear that the counselling is non-
directive. You cannot claim this item and declare a strong philosophical position. Your
position should be, ‘| cannot provide service under thisitem.’

Senator STOTT DESPOJA—I am very conscious that the government has specified that
we are talking about non-directive. You have probably outlined my concern as to whether or
not you know that information up front. It is almost retrospective, a complaints based system.
| am trying to work out how you establish in advance that people are willing to and will
provide non-directive services.

Ms Halton—There is a training program which these people will be required to go
through. They have to have demonstrated a competence in order to get the tick at the end of
the training program. You could probably go on and say, ‘Could someone go through the
training process and basically fake the fact that they are prepared to offer the non-directive
counselling? We are getting to a high leved of abstraction here. Essentially, there isatraining
process. They have to qualify under the training process. They then have to provide the
counselling in a manner which is consistent with the item description. That is probably as
good a process of ensuring, to the maximum extent we possibly can, that the counselling will
be provided in the manner we ask it to be.

Senator STOTT DESPOJA—I want to make very clear that | am not intending to imply
in some way that people are going to go to such lengths, necessarily; nor do | intend to reflect
in any way negatively on the medical profession. | suspect this will be part of not only the
training process but your consultations in relation to those parameters. | am looking more at
the regulatory perspective. How do you ensure that the government is able to deliver what it is
promising—that is, non-directive counselling?

M s Halton—Yes. We did think about this quite hard in the broad design. As Mr Eccles has
indicated, there is a consultation process now with the profession to make sure that the
proposal is a good one. We think the combination of the training and the pre-qualification
together with the item description is a balance in terms of a regulatory approach which will
say to women, ‘ If you go to a professional, you seek counselling under thisitem.” Firstly, they
have to say, ‘If I'm not qualified to deliver this item, you can't claimit. | can’t deliver this
item because | haven't done the training.” Similarly, if they provide a service which is not
consistent with the description of the item we know, from experience elsewhere in the health
system, that people are pretty quick to tell us if people are doing things which are not
consistent.

Senator STOTT DESPOJA—I am wondering why the government has decided to
exclude qualified professionals—psychologists or GPs, for example—who just happen to
work in an abortion clinic. Why are they excluded from the rebate?

Mr Eccles—I think it is essentially to prevent the possible optics of having some sort of
financial benefit or interest in a particular course of action that might follow this independent
or this non-directive counselling.

Senator STOTT DESPOJA—A financial one only, or is there a suggestion that there may
be other—
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Mr Eccles—I think principally it is to prevent the optic of having some sort of particular
benefit that can be gained by the practitioner as aresult of the course of action that might flow
from the outcome of their non-directive counselling.

Senator STOTT DESPOJA—That is an interesting optic to arrive at. | am wondering if
thereisany basis, or isthat just about perception and not reality?

Mr Eccles—I| am not sure what the questioniis.

Senator STOTT DESPOJA—The implication being that if there is a vested interest, or
the implication of a financial or other interest, that, for example, by virtue of working in an
abortion clinic somehow it is in someone's interests, financial or otherwise, to encourage or
allow women to go through with an abortion as opposed to what | understand is the reality;
that statistics would indicate that people who go to pregnancy counselling services, which
may be housed within an abortion clinic, do not necessarily get counselled into or out of
anything, but they get counselled in a way that they make a decision that might be one or the
other. | amjust curious that there isthat sense of a possible interest.

Ms Halton—I think the reality here is that this is about ensuring that the counselling in no
way can be accused, be it a reality or otherwise, of potentially coming with a particular view.
For example, we would fully anticipate that some clinics may themselves actually refer to
counsellors off-site that they may be aware of. If somebody rings up and says: ‘Well, I’'m not
sure. I'd like to go and get some counselling that someone will pay for,’ the truth of the matter
is there will be a number of people that they would be able to on-refer, but obviously not
peopl e necessarily on the premises. It is about ensuring that this is seen to be independent and
balanced.

Senator STOTT DESPOJA—In that respect are pregnancy counsellors who may be
attached to, for lack of a better terminology, pro-life or anti-choice organisations, excluded
from accessing the rebate?

Mr Eccles—We have not gone into that level of detail in working it up, but there is a
different sense about the potential for some sort of financial connection. It is a different optic
altogether in terms of the potential for the perception of some financial interest for the people
who work in that sector.

Senator STOTT DESPOJA—So the perception or the notion of interest relates, from
what you have said, Mr Eccles, primarily and specifically to financial interest?

Mr Eccles—I think it is about an element of distance. But the intention of thisitemis very
much to avail women of another support choice. As part of that it isimportant that there be no
suggestion that the providers of that information and counselling have any particular interest
in what the next step might be. It is al about the non-directive counselling, which is the
centrepiece of this particular item.

Senator STOTT DESPOJA—I understand that. Based on that scenario, | would assume
that pregnancy counsellors linked to an anti-choice organisation would thus be prevented
from accessing the rebate, in the same way that you would want that distance.

Mr Eccles—It comes down to the emphasis that might be put on the perception of some
sort of business link or financial link between a practice and a provider of the termination
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service. A lot of these issues need to be worked through with the profession. | will leave it at
that.

Senator STOTT DESPOJA—Clearly, alot of theseissues will need to be worked out, but
are you talking specifically with the profession as in the consultative process to which you
referred involving the AM A and doctors?

Mr Eccles—That isright. Yes, the usual processfor MBS items.

Senator STOTT DESPOJA—So, in terms of organisations that may be eligible, would,
for example, Pregnancy Help Australia be eligible for access to the MBS rebate?

MsHalton—Let us be clear. No organisation will be eligible for the rebate.
Senator STOTT DESPOJA—Counsellors who work for Pregnancy Help?

Ms Halton—Yes. But, again, the only people who are eligible for a rebate are patients in
respect of a practitioner. If people are employed by an organisation, there is a relationship
between the patient and the practitioner. As Mr Eccles says, it has been clearly suggested that
somebody who works hand-in-glove, very closely, with an abortion provider would not be
eigible. But the rest of thisin terms of its implementation does need to be discussed with the
profession. The profession has indicated they want to talk about all elements of this, and the
minister has said that they may so do.

Senator STOTT DESPOJA—I understand your point about organisations, but would
counsellors or practitioners who are under the umbrella of an organisation such as Pregnancy
Help Australia be excluded?

Ms Halton—Thereis not a clear position on that. That will be one of the matters discussed
with the profession.

Senator STOTT DESPOJA—ANd there is no clear position on that because there is not
the same perception of financial interest, even though there may be interest defined in another
way, philosophical or otherwise—that is, this may be a service that is not specifically non-
directive but the financial—

MsHalton—I think that is a fair comment.

Mr Eccles—Certainly, yes.

Senator STOTT DESPOJA—The chair was making noises at me.
CHAIR—Yes, | was.

Senator STOTT DESPOJA—Does that mean | can keep going?

CHAIR—NOo, | was actually suggesting that we might move on to somebody e se because
we do have only another few minutes before we have to move on to private health. Senator
McL ucas, you might like to ask some more questions. If we have time we will come back to
some more from Senator Stott Despoja.

Senator MOORE—Who isresponsible for the question and answer document whichisthe
only public document we have at the moment? Was that prepared by Health and Ageing?

Mr Eccles—It was before my time.
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Senator MOORE—How long have you been there, Mr Eccles?
Mr Eccles—I have been here for four months and several hours.

Senator MOORE—You are very welcome, Mr Eccles. But, in terms of the Q and A,
which is out there, which is the document that peoplein the community—

MsHalton—Yes, a draft was prepared by the department.
Mr Eccles—Yes, it was us.

Senator MOORE—And this program?

M s Halton—It was prepared principally by program 1.
Senator MOORE—Thank you. That isall | wanted to know.

Senator CROSSIN—I want to ask a question about the commitment for the oncology unit
inthe Northern Territory. Isthat you, Mr Learmonth?

Mr Learmonth—Yes.
Senator CROSSIN—Can you tell me how you ascertai n the amount of $13 million?

Mr Coburn—The figure of $13 million is, as Minister Abbott has indicated publicly, an
indicative and starting figure for working with the Northern Territory government. It is
essentially based on our previous experience with similar projects.

Senator CROSSIN—In similar projects where and in what manner?

Mr Coburn—Other projects would include, for example, development of new
radiotherapy facilities in Toowoomba and Lismore, which are yet to come, and also the
experience we have with working with the private sector, for example, in assessing their
applications for health program grant digibility for capital funding for new radiotherapy
facilities.

Senator CROSSIN—What was the amount provided in Lismore? | might in fact have it
somewhere.

Mr Coburn—We do not have an agreement yet that is finalised with the New South Wales
government on the amount in Lismore, but the figure that is being worked towards is
$16 million.

Senator CROSSIN—It is $16 million in Lismore?
Mr Cobur n—That is correct.

Senator CROSSIN—When was the announcement made that money would be provided
for Lismore?

Mr Cobur n—I would have to take that on notice. That has been in the public arena for
sometime.

Senator CROSSIN—Why does somewhere like Lismore get $16 million, and the
Territory only get $13 million? Is the $13 million made up of a machine—
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Mr Learmonth—There is no suggestion that will be the amount of money that the
Northern Territory actually ends up with. That is a figure which has been used, and | think the
letter from Minister Toyne cites that as a minimum.

We are in discussion with the Northern Territory health department as to costs and a range
of other matters around how this initiative might be implemented. It would be usual for us to
seek some contribution from state or territory government and from the private sector as well.
This is, in essence, a starting or indicative point. As the minister said, it would be
characterised as a minimum. The figure we end up with, having worked through what the
costs are likely to be and under the circumstances of engagement with industry, remains to be
seen.

Senator CROSSIN—When you come up with a figure of $13 million, you do not say,
‘Well, that will be at least one radiotherapy unit,’ or that is at least X amount of staff? It isa
ballpark figure that you pull out of theair, isit?

Mr Coburn—I should clarify that the $16 million for Lismore is being split fifty-fifty
between Australian government and New South Wales government. The Australian
government commitment to Lismore is going to be $8 million, plus ongoing support for
equipment that is not bought outright.

Senator CROSSIN—How much is the ongoing support for equipment in Lismore?

Mr Coburn—It depends on the amount of throughput. They would be €eligible for
Medicare benefits and health program grants for equipment not bought out of Australian
government grants in the first instance. It is like any other facility. In the case of Darwin, we
are using this indicative figure based on our past experience. But at this stage we are not even
at the point of having an agreement with the Northern Territory government over what kind of
model should be used to meet this particular need and, therefore, we cannot provide a specific
and precise costing. There are various costings around. For example, the Northern Territory
has its costing which it has put out in the media, and there are numbers in the Frommer report
which have also been reported in the media. But they vary for different kinds of models.

Senator CROSSIN—I know you provided some money towards the Frommer report.
Mr Coburn—That is correct.

Senator CROSSIN—Are you able to provide this committee with a copy of that report?
Mr Cobur n—Yes, we can.

Senator CROSSIN—That would be appreciated. Is there a view that the oncology unit
will service the top end of the country from Broome to Cairns?

Mr Cobur n—We do not have afixed view about exactly where it would provide services,
but particularly towards the west of the Northern Territory there are no radiation oncol ogy
services, so that would be an option for the service.

Senator CROSSIN—If the oncology unit gets set up in Darwin, would that mean that
people would not get any PATS assistance to go south, if there is an oncology unit locally?

Mr Coburn—That is a matter for the Northern Territory government.
Senator CROSSIN—You would have no influence over that decision?
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Mr Cobur n—No.

Senator CROSSIN—There was an article in yesterday’s Northern Territory News about
‘cancer staff dilemma’, suggesting that the unit would face failure because of the amount of
staff required—oncol ogists, therapists, physicists. Have you looked at—I am assuming you
have, in the case of, say, Toowoomba and Lismore—the sort of staff that is required to operate
aunit such as this? Do you have a minimum operating core of staff?

Mr Coburn—There are a couple of things going on here. One is the issue of staff
requirements in any particular facility, and they will vary on the amount of throughput and the
nature of services which are going to be provided at any particular facility. Also, there are no
real hard and fast benchmarks. There are rules of thumb but there are no particular rules about
appropriate numbers of staff for a particular facility, and different providers approach this in
different ways. The particular issue that was reported in the mediais drawn from the CCORE
report—the Collaboration for cancer outcomes research and evaluation—which was
produced by Professors Barton and Frommer. It highlighted that, at the time—

Senator CROSSIN—Sorry. Is that the report that we are talking about that was done into
the—

Mr Cobur n—That is the Frommer report.
Senator CROSSIN—OKkKay, yes.

Mr Coburn—That report highlighted the concern, which was very much an issue at the
time that the report was produced, that there was a shortage of radiation therapy staff in
particular in Australia. A great deal has been done to address those issues through both Better
Treatment For Cancer Patients and Strengthening Cancer Care measures, in that significant
numbers of additional radiation therapists have been trained, are in training, and we are also
increasing the training rate of medical physicist staff.

Senator CROSSIN—You do not envisage that there will be a problem in the future in
staffing this unit?

Mr Cobur n—In the future? Beyond the usual issues of providing health professional staff
in the Northern Territory, no.

Senator CROSSIN—You say that you are looking at some sort of private input. Does that
mean that you are looking at, say, Royal Adelaide Hospital, for example, coming in as a third
party to this? Isthe money contingent on having athird party there?

Mr Learmonth—We are still in discussion with the Northern Territory health department
as to how we will approach this implementation, both in terms of the model that we will ook
for and how we will engage with the sector.

Senator CROSSIN—BLUL isit contingent on a private sector coming in? Let us say that the
Northern Territory government also say, ‘That's our preferred model’—it must be, because
they have already put it out to tender once—will the money only be released if athird party is
inonit?

Mr Lear month—I would not want to pre-empt the conclusions of the discussions that we
are having with the Northern Territory health department.
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Senator CROSSIN—Has there been any consideration of enhancing the package to attract
private people to come into a partnership with the Territory? Sydney-Lismore, Brisbane-
Toowoomba are different to Adelaide to Darwin, so there would need to be quite enhanced
incentives there.

Mr Learmonth—If the private provision model is the one that is settled on, obviously it
would be our intent to make it viable and attractive. The form that that would take is still
under discussion.

Senator CROSSIN—So no commitment but you have not shut the gate either. Is that
right?

Mr Learmonth—I think we ought to let the discussion with the Northern Territory health
department take its course. We are partnering them on this.
Senator CROSSIN—How many discussions have you had with them so far?

Mr Learmonth—A number of formal and informal. We started two days after the budget
in Darwin. They were very quick off the mark.

Ms Halton—You can be assured that it has been raised at very senior levels, Senator, by
that department to this department. Indeed, secretary to secretary on a couple of occasions.

Senator CROSSIN—Yes. | am sure that that is the case. People are very keen to haveit.

Mr Learmonth—There isadesireto do it very quickly, to settle the terms, and to create a
viable modd that is going to work. It is on both sides.

Senator CROSSIN—Where units are being built in places like Lismore and Toowoomba,
are they in separate buildings to the hospital or are they part of the hospital, part of the
hospital ward duty? Are we looking at capital infrastructure, or do you modify a ward of the
hospital ?

Mr Coburn—They are, | believe, separate buildings. In some cases radiotherapy facilities
are attached to existing infrastructure. But it is important to understand that the nature of the
construction is extremely specialised and, for example, includes radiation-proof bunkers
which are a mgjor cost of the capital construction. There is nothing to be saved by attempting
to convert existing premises.

Senator CROSSIN—That isall | have, thank you.

Senator McLUCAS—I have some questions on the pathology memorandum of
understanding.

CHAIR—Thisisin outcome 37?

Senator McLUCAS—Yes. What funding has been provided to date for pathol ogy training
positions?

Mr Woodley—I am not aware of any funding that has been provided specifically under the
pathology MOU for pathol ogy training positions.

Senator M cL UCA S—Was there any money provided in 2004-05, for example?
Mr Woodley—Again, | am sorry, | am not aware. But | can certainly take that on notice.
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Senator McLUCAS—But you do not think so?

M s Halton—Senator, yes, there are some pathology training positions that | am aware of.
In fact, | have discussed this. There are positions with state government and, | think, positions
with the private sector as well. There is a story about pathology training positions but | think
we will haveto get back to you. | have discussed it with pathol ogists in the recent past.

Senator M cL UCA S—Going to the MOU, what does it say about training positions?

Mr Woodley—The MOU refers primarily to a rate of growth in outlays over a five-year
period. There is a commitment of funding also to support certain quality initiatives, but again
| am not aware of any specific reference to training positions.

Senator McLUCAS—I understand that it was a point of negotiation during the
development of the agreement and it had been agreed between the pathology sector and the
government that there would be an allocation for training. Isthat correct?

Mr Woodley—I beg your pardon, Senator, the relevant course has been drawn to my
attention, and there was a commitment in 2004-05 and 2005-06 of a quantity of money to
support workforce development.

Senator M cLUCA S—What was the 2004-05 allocation?

Mr Woodley—$1.25 million.

Senator McLUCAS—And 2005-06?

Mr Woodley—$2.5 million.

Senator M cLUCAS—What has been allocated in 2006-077?

Mr Woodley—There is no further allocation for the balance of the MOU period.

Senator McLUCAS—Do you recall that there had been an agreement between the
pathol ogists and the government in the negatiations to the finalised MOU?

Ms Halton—That is the case, Senator. There was a discussion about the need to train
pathol ogists. My memory of the discussions about the MOU—and acknowledging that | was
a couple of levels removed but was getting briefing as the process went on, and then we
finalised the MOU—was that the pathologists were concerned that there had been a
progressive reduction in the number of publicly funded places to train pathologists, and we
agreed, as part of the MOU, to invest in training in pathology. My memory is—but | will
come back and correct it if | am not right—that we agreed that at least some part of these
training positions should be in the private sector as well as the public sector.

It was recently raised with myself and, more specificaly, with Philip Davies that there had
been a delay in terms of the positions that we had been seeking collectively to have made
available in rdation to the training of pathologists, and both he and I, in a conversation we
had with the pathol ogists, | think about three weeks ago, said that that was a matter we needed
to pursue, and | know that he was actively taking it up. He had to go to England following a
family bereavement. It is something, which he and | are both aware of, that we need to
pursue.

Senator M cLUCAS—I understand that the MOU was signed during the el ection.
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Ms Halton—If | recall correctly, there was an agreement from the pathologists which
arrived as the election was called. My memory is that the minister consulted with the shadow
minister before the signing of an MOU.

Senator McLUCAS—The agreement that had been negotiated up until the calling of the
election—the second-last iteration of an agreement—indicated that there were going to be
significant moneys allocated to training. Is that correct?

M s Halton—I am not quite sure what you are going to, Senator. The pathol ogists asked for
a number of things, | recall. There was a series of letters. My memory is that when we
finalised the agreement for the pathologists, which is the document that Mr Woodley has in
front of him, the pathol ogists wrote to us and said they were happy to finalise the agreement
but they registered at that point that, in addition, they would still hope at some point that the
government would further address a number of issues. My memory is that the workforce issue
was something that they said they would like more of but in terms of the substance of the
agreement it is as you can see it—it is a published document—the agreement that was signed.

Senator McLUCAS—The view of the pathologists, | think, was that what they thought
was the final verson—that is, dated 27 August—indicated that $17% million would be
allocated to training.

Ms Halton—The final version of the agreement is the version that is signed, and we have
that version. There was a series of documents going backwards and forwards in the
negotiations.

Senator McLUCAS—Asthey do.

Ms Halton—Indeed, but the version as is—the one signed—has the amounts in it that
Mr Woodley just referred you to. | am aware, as | said, that they had indicated a desire for a
greater investment in a couple of areas, but those were summarised as a collective wish, if |
can put it that way, which was not realised in the final agreement. As is often the case in the
health area, just because that is not the agreement that you struck, people continue to press
their case in relation to a series of other areas. The agreement very definitely included—and it
isas | recalled—places for pathologists in the private sector and it included moneys totalling
$3.75 million over 2004-05 and 2005-06, as Mr Woodl ey outlined.

Senator M cL UCA S—Give me an understanding of how these negotiati ons occur. We have
al done it. We all negotiate over things. Who wraote up the agreed outcomes of negotiations as
they were going along? | dare say that would have been the department.

M s Halton—I was not doing the day-to-day negotiations.

Senator M cLUCAS—Was Mr Woodley?

MsHalton—No.

Senator McLUCAS—Who was?

M s Halton—I think it may have been Ms Blazow, but | will find that out.
Senator McLUCAS—We haven't lost Ms Blazow?

Ms Halton—No. She keeps threatening to retire on me, but so far we have restrained her.
As | say, there was a piece of correspondence after we had finalised this arrangement which
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said that they would like some extra things. But this agreement does have the signatures of the
relevant parties onit.

Senator McLUCAS—What was the pressure to get it signed during the election
campaign?

M s Halton—This was a negotiation we had been undertaking for quite some considerable
time with the pathologists. In fact, the minister had a series of things he was trying to tick
off—things he needed to finish—and he had said to them he would like this to be one of the
things, because setting an agreement for a significant period does provide certainty in terms of
budget outlays and he was keen to have this as one of the things he had put to bed prior to the
election.

The pathol ogists went through a process of thinking about it and decided they were ready,
having consulted all their various constituencies, to agree literally on that point as the
government was about to go into caretaker mode. Hence, the discussion, as | understand it—I
was not a party to it—between the minister and the shadow minister. In fact, | recall advising
the minister when he asked, ‘What shall | do? after they came in and asked. They said, ‘ Yes,
we' ve now considered this and discussed it with our constituency, and we would like to
finalise the agreement,” and he said he was not sure whether he could do it. But the advice that
was given—and we actually, from memory, consulted Prime Minister and Cabinet about what
was appropriate in the caretaker period—confirmed my view that it was subject to a
discussion with the shadow minister and, following that discussion, the agreement was
signed.

Senator McLUCAS—Isit true that there was a draft MOU dated 27 August that indicated
$17% million would be allocated over the life of the agreement, over five years, for training
that had been agreed to between the department and the pathol ogists and required the Prime
Minister’s tick-off but then got caught up in the el ection caretaker period?

M s Halton—In truth, Senator, | cannot remember.
Senator M cL UCA S—Can you check that, please.

Ms Halton—I can find that out. What | do recall is that there were a whole series of
agreements—drafts of various types—floating around. It was exactly the same as when we
had the discussion with the Pharmacy Guild. There are various versions of various clauses
being traded between the negotiating parties, so | cannot say to you that | ever saw such a
clause. It is conceivable that there was one floating around, but, in terms of the agreement as
it was struck, it isas you seeit.

Senator McLUCAS—That is the one that people signed. You would have to wonder why
they did, especially when there was an earlier version drafted by the department. It is written
by the department. It just does not have a signature on the back. It indicates $17%2 million will
be used for training.

M s Halton—It may not have been drafted by the department, Senator. | do not know what
you have, but, for example, | know that when we were doing the guild agreement there was a
document that literally went backwards and forwards, and it probably had our letterhead on it
but in fact it came often from the guild with versions of their drafting in it, so as to the
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authorship of the document | do not know, without knowing what you have. | cannot see it.
But it would not surprise me if there were various versions of an agreement around, with all
sorts of things in them.

Senator McLUCAS—This looks very much like a department document because it
actually says ‘ Pathology quality and outlays MOU’ at the bottom and it is written in the same
style as the one that was finally signed.

Ms Halton—But my point is that, like with the Pharmacy Guild, there were electronic
versions going backwards and forwards.

Senator McLUCAS—Okay. Could you confirm that there was an agreed document on
27 August that had been then forwarded to the Prime Minister for approval and that it then got
caught up in the process.

M s Halton—I will find out.
Senator M cLUCAS—Thank you.

Senator STOTT DESPOJA—Mr Eccles, will the pregnancy counselling, the MBS item,
be provided to women regardi ess of whether or not they proceed with the pregnancy?

Mr Eccles—Yes, that isright.

Senator STOTT DESPOJA—Again, | understand that this relates to some of the
consultative work that has been done with GPs, but | understand that it will not be mandatory
for GPs to have completed the training module.

Mr Eccles—It will be mandatory for them to have qualified under the—I am not sure of
the name, but to get access to the item they will have needed to have undertaken particular
training in non-directive counselling. There is another training program that is also being
devel oped.

MsHalton—Thereis a new module, yes, which is specifically about pregnancy.
Mr Eccles—But that is not compulsory.
Senator STOTT DESPOJA—Why isit not compulsory?

Ms Halton—It is a practical issue, essentialy, when we looked at the number of
practitioners who have already done the non-directive counselling course and the notion that
they would all have to go back and requalify. In other words, we suspected that there would
be very few people who would actually qualify to undertake the counselling, and when we
talked to people about the nature of the current training there was a level of confidence that it
was quite clear about what is non-directive counselling.

Mr Eccles—I| was not involved in some of the early thinking around the development of
this, but, unless | am told otherwise, | think it is to do with the level of detail involved with
the training. The requirement, the precondition, to being able to access the item is a lot more
detailed in the area of non-directive counsdling. We have not quite finalised what the
supplementary training is going to look like, and we are going to be working that up as part of
the consultation. But it is more to do with the level of detail.
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Senator STOTT DESPOJA—OKkKay, the level of detail, and | understand that maybe there
are some discussions to be had. What about financial assistance for GPs undertaking that
training?

Mr Eccles—Thereis financial assistance for GPs to undertake the training associated with
the qualifying for it.

Senator STOTT DESPOJA—BUt the second one, again—the one related to specifically
the pregnancy counselling—

Mr Eccles—We have not decided yet, but it is something we are going to look at, yes. We
are working that one through.

Senator STOTT DESPOJA—I am wondering why the MBS item in relation to pregnancy
counselling is specifically directed at women who have had an unintended pregnancy within a
12-month period. Given the arguably high levels of postnatal depression, | am wondering why
it would not be available more broadly to all women who have had a pregnancy.

Mr Eccles—It strikes at the fact that this item is about providing specific access to a
particular type of counselling. This certainly will not impede general practitioners from
continuing to undertake the sorts of services that they provide now, and a lot of the
counselling that does take place now is possible under the MBS anyway.

Senator STOTT DESPOJA—BuUt would that not be an added incentive or support,
financial or otherwise, to, for example, the one in seven women who may experience
postnatal depression? | understand that the argument is: ‘Well, those services are there. It
doesn’t impede the provision of those services as they currently exist,” but presumably one of
the motivations behind this process and this item is to ensure, in an affordable way,
accessibility to and availability of these services for women with an unintended pregnancy in
the last 12 months. | am wondering why you would not try and provide that affordability and
accessibility and encourage those counselling services.

Mr Eccles—Those options are certainly there now. It comes down to this being a very
targeted initiative which is specifically designed to improve access to a particular type of
counselling.

Senator STOTT DESPOJA—When you say those services are there now, you mean
counselling services are avail able now.

Mr Eccles—GPs undertake these sorts of services and provide counselling to women as—
Senator STOTT DESPOJA—Attracting an item number?

Mr Eccles—Long consult. The MBS certainly allows for the sorts of longer counselling
sessions that a GP might be able to do.

Senator STOTT DESPOJA—BULt it is not specified in the same way that this item
number isin relation to pregnancy counselling.

Mr Eccles—No, it isnot.

Senator STOTT DESPOJA—I am trying to work out why the distinction or why one is

generally available, as we now have, but there is a need for something with such a leved of
specificity for women who have had an unintended pregnancy within a 12-month period. Why
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wouldn’t you just make it a broad pregnancy counselling service regardless of circumstances
or when it occurs?

Mr Eccles—That is a matter for the government, but the priority is very much on having
this particular focus on provision of services, and it is aimost to provide an additional type of
support to women who find themselves in this situation.

Senator STOTT DESPOJA—OKkay. | just want to say thank you to the department,
because | have been bombarding them with lots of questions on notice on these issues and |
appreciate your responses.

M s Halton—And you rendered the secretary speechless—and that takes alot of doing!

CHAIR—I might also remind senators that we also have an inquiry about to commence
into arelated area, and many of these issues can be canvassed.

Senator STOTT DESPOJA—Different but related.
[9.50 pm]
Private Health I nsurance Ombudsman

CHAIR—We have disposed of outcome 3. We will now move to outcome 9, Private
health. It may be convenient to have Medibank Private, the Private Health Insurance
Ombudsman and the Private Health Insurance Administration Council at the table at the one
time so we can deal comprehensively with those issues in the next hour and 10 minutes. |
wel come representatives of those organisations and thank them for having waited such a long
time to come and present evidence to us. | know Senator Barnett has some questions in this
area.

Senator BARNETT—I want to ask you a question about your financial performance. At
your last annual report you disclosed a $130-odd million profit and improved financial
performance. It has been some time since that report was tabled and made public. Can you
advise the committee of any progress since then, any specific details and, if not, any broad
trends that may have occurred?

Mr Bosworth—As you highlight, we did post a $130.8 million profit for the 2005
financial year. This was a $306 million improvement on the net loss of $175 million posted
for the year to 30 June 2002. This shows that the last three years have seen the most dramatic
turnaround in the performance of the fund in its 30-year history. That trend will continue this
year, as will our determination to lower premium rate growth in that particular area. Our
financial position will be announced with the annual report.

Senator BARNETT—Which is due when?
Mr Boswor th—In the second half of this year.

Senator BARNETT—MYy views are clearly known in the Senate in terms of your financial
performance and its improvements and support for the government’s position rethe sale. | am
interested to know also your palicy in terms of what you can and cannot say on the public
record about the sale and the sale process. There is a lot of discussion in the public arena
about whether it should be a trade sale or an IPO and so on. | understand you have a palicy of
not commenting on that, bearing in mind that the government is the owner, essentially, of
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Medibank Private. Can you confirm the policy position of Medibank Private with respect to
those types of policy matters?

Mr Bosworth—The issue about sale rests with our shareholder minister, with the

government. For Medibank Private it is business as usual with regard to its service to its
members and empl oyees.

CHAIR—Any further questions on private health?

Senator MOORE—I have a couple of questions on informed consent and | thought |
would get them on the record first and then go into some general questions about Medibank
Private and media releases and so on. | know that is another person at the table.

Senator FORSHAW—I would like to follow up on a question of Senator Barnett. There
was a comment in that exchange between you, Mr Bosworth, and Senator Barnett about the
impact that might occur as a result of your turnaround in financial position to slow the rate of
premium increase growth. Is that what you said?

Mr Bosworth—I simply stressed that it is Medibank’s determination to continue to drive
down premium rate growth.

Senator FORSHAW—Just remind me: what has been the average increase of premiumsin
Medibank Private compared to the general range of increases across the funds over the last
few years? My recollection is that it has been, in quite a number of instances, on the higher
side rather than not.

Mr Bosworth—I can outline that the 2004 rate rise was 8.95 per cent, in 2005 it was 7.94
and this year it was 5.88. My understanding of the industry rate this year was 5.8.

M sAddison—Mr Bosworth started with 2004. The industry average for 2004 was 7.58, for
2005 it was 7.96 and for 2006 it was 5.68.

Senator MOORE—It would be slightly above each time.
Mr Boswor th—On the second one M s Addison mentioned, we were slightly bel ow.

Senator FORSHAW—If you go back beyond those years—and | do not want to waste
time tonight doing that because | can get the figures elsewhere—my general recollection is
that you have tended to be on the higher side. | will declare that | am a member of Medibank
Private and have been for many years, and | have a distinct recollection of a couple of years
where it was rights at the top—

Mr Bosworth—We are very proud to have you as a member, Senator.

Senator FORSHAW—Thank you. | am not so sure | am very proud about the decision of
the government to sell my fund.

Mr Bosworth—The issue | tried to raise with Senator Barnett was our determination to
lower our rates and that is what we have done over the last two rate rises.

Senator FORSHAW—I welcome that.
M s Halton—Never apol ogise!
Mr Boswor th—It's a weakness!
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Senator MOORE—Ms Addison, | have some questions about informed consent. We have
talked about this before but what data do you have in the department about the percentage of
privately insured in-patient episodes for which informed financial consent is provided?

Ms Addison—We undertook a consumer survey and the last survey reports came in in
January 2005, so it related to the last quarter of 2004. It covered a range of issues, and that
material is available on the department’s website. It showed that there was around 19 per cent
of incidents where patients did not receive informed financial consent from their doctors.

Senator MOORE—I am sorry | missed that. | have seen that data but what was the
percentage?

M s Addison—Nineteen per cent.

Senator MOORE—Is that survey process a regular process within your part of the
department?

M s Addison—The intention was to undertake another survey around two years after 2004.
In recent deliberations, the timing of the next survey is not quite settled, but we are expecting
to do something either for the last quarter this year or the first quarter next year.

Senator MOORE—Is that survey a significant workload impost?

Ms Addison—No. In fact, we have specific government funding to undertake the next
survey. It was part of the package of material and reforms that was announced on 26 April, so
there is specific funding for the next survey, yes.

Senator MOORE—It is not a new survey. It is really a continuation of the pre-existing
plan that you had.

M sAddison—The intention isto benchmark the last survey.
Senator MOORE—The data you are using now is still based on that 2005 result.
MsAddison—That is correct.

Senator MOORE—Do you have any data about the average out-of-pocket cost for
privately insured patients by episode and speciality?

M s Addison—We do have some of that data—the PHIAC report on the gaps and that data.
I might ask Mrs Ginnane from PHIAC if she hasthe latest data available.

Mrs Ginnane—Senator, at the moment we are not publishing the data by speciality
because we are till in the process of collecting that. We do have information through our
statistics on actual gap payments, depending on agreement types. It is quite complex and
detailed. It might be best if | can provide you with copies of that publication.

Senator MOORE—That would be useful. In terms of the future availability of the data by
speciality, it is expected that will be available when you actually refine the data?

Mrs Ginnane—Yes, that is the intention.

Senator MOORE—Do you have any time in mind for that, in terms of your work
program?
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Mrs Ginnane—We are collecting some of it now, but it has only been collected for the last
two quarters and some of it is till not clearly defined. Rather than publish data that may be
misleading, we are trying to be certain that it is as accurate as possible.

Senator MOORE—Do you use the term * cleansing data’ ?

Mrs Ginnane—No. When we set up a collection we also try as far as possible to link it
back into other data so that we can be as certain as we can that we are getting accurate
information, through the cross-checking process. We are doing some of that at the moment. |
anticipate it should be available.

Senator MOORE—How many of you are there? When you say, ‘We are doing that at the
moment,” how many peopl e are working on that project?

Mrs Ginnane—Within PHIAC? Two.

Senator MOORE—The data that you are going to provide to us: what is the time of that?
Wheat is the recent nature of that?

Mrs Ginnane—It is a quarterly publication that we produce.

Senator MOORE—You produce that and distributeit?

Mrs Ginnane—Yes, we do.

Senator MOORE—Do we already get it? Are we on your distribution list?

Mrs Ginnane—It is certainly available and it is available on our website; but | will make
sure copies are sent.

Senator MOORE—Yes, | have seen some on the website. You do have a covering page
with that datato explain it all, don’t you?

Mrs Ginnane—Yes.
Senator MOORE—That data comes from—

Mrs Ginnane—It comes from callections directly from the health insurance funds, based
on the benefits that they pay.

Senator MOORE—So you are using the pre-existing data from HIC and refining it to
your purpose?

Mrs Ginnane—No, we are just using data from the health insurance funds themselves.
Senator MOORE—They provideit to you?

Mr s Ginnane—Yes, they do.

Senator MOORE—In what form?

Mrs Ginnane—In éectronic format, based on a number of different categories. As | said,
we are establishing new categories to collect it by specialty.

Senator MOORE—On the informed consent discussion—and it has been in the media, in
relation to the various processes—the AMA have made it public that they are doing some
research themsel ves about the whole thing. Is that right?
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M s Addison—The launch of their campaign followed the endorsement of federal council
about the arrangements and their position paper on informed financial consent and on how
doctors should provide informed financial consent.

Senator MOORE—Are the various groups at the table at the moment involved in that
process? |Is there a dialogue going on between the department, the ombudsman and the
council? Are you involved in some kind of discussion about the whole process?

Ms Addison—There are generally ongoing discussions in relation to informed financial
consent. Certainly, and | will not speak for the ombudsman, he has been involved with
discussions across the industry; the department to a lesser extent, though | expect in the next
few weeks we will be brought into a discussion that the AMA have led. The AMA set up a
group called the Promoting Private Health Insurance Group. Neither the department nor the
ombudsman is on that group. The AMA had invited various industry people to participate on
that group, and the material that subsequently was endorsed by their federal council was one
of the products from the work that went on through that group. Following the publication of
the federal council’s position paper on informed financial consent, the group is being
reconvened in the next couple of weeks and both the department and the ombudsman have
been invited to participate.

Senator MOORE—What about PHIAC? It is not something you would normally get
involved in, evenin terms of data?

Mrs Ginnane—Not really, because it is survey data.

Senator M OORE—BGath the department and the ombudsman have now been invited and
accepted that invitation?

M sAddison—Certainly we have.

Mr Powlay—For my part, | have been talking to all of the parties that you mentioned
around the issue of informed financial consent for quite a long time. In relation to the AMA's
current education program, | had several discussions with them and reviewed the material that
they proposed to use and made several suggestions that they took up. As MsAddison said, |
have recently been invited to participate in the next meeting of that group that is convened by
the AMA.

Senator MOORE—The primary ownership of that group is still the AMA?

MsAddison—At this stage, though that may well change in the near future. At the moment
itischaired by Dr Glasson, who is aformer president of the AMA, and it isthe AMA’s body.

Senator MOORE—One of the things that was being discussed was concern from doctors
about possible legidlative or punitive action that could happen as a result of public statements
by the minister about his concerns about the issue of consent. Has there been an agreement at
this stage to not proceed with that kind of action until after this consultation has taken place?

Ms Addison—The minister has made public statements to the extent that he is willing to
allow a period of time for the self-regulation to take effect in terms of improving the
incidence of informed financial consent by medical practitioners and that, when we undertake
the next consumer survey, that will be used to benchmark how effective that performance has
been. Then there will be consideration given to what action might be taken after that.
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Senator M OORE—Your understanding of that would be that the next consumer survey is
scheduled for 20077

MsAddison—As | say, it has not been finally determined. | have some expectation. That is
something the Promoting Private Health Insurance Group will talk about in the next few
weeks.

Senator M OORE—The concern about the punitive action has been raised in a couple of
the Senate’'s community affairs committee hearings in discussion about private health and so
on. If the expectation from the minister’'s statement—maybe Minister Santoro could have
something to add to this—is that there will be no further punitive action taken until after there
has been a chance for things to settle and people to take industry action and until the data has
been gathered through the survey, the timing of that survey then becomes quite important—as
to how long you are going to have this amnesty period.

Ms Addison—A period where the self-regulation is allowed to have the opportunity to
become effective, yes.

Senator MOORE—So no legidation imposed in terms of punishment. Is that how you see
it: that the date of the survey to gather the data could well be the point at which there will be
further decisions made?

Ms Addison—Not in terms of the date for the survey. It will be when the survey results
come out. So, yes, the period of time that is given for the self-regulatory arrangements and for
the communication campaign to take effect in terms of improving the incidence of informed
financial consent—how long is needed—has definitely been a matter of discussion. There has
not been a final position, as | understand it, taken in terms of when the next survey will be
finally conducted. When the survey is conducted becomes the point in time which you would
be collecting data about what had happened during the self-regulatory period. The survey
necessarily would report sometime after that. | think we did September quarter 2004 and did
not get the resultstill March 2005.

Senator MOORE—I remember asking how long that data took.

MsAddison—Yes. So in terms of when a decision might be taken in terms of the results, it
would be some months after the survey, once the survey results had been completed. But |
have some expectation that the next discussion with the Promoting Private Health Insurance

Group will in part be about what is a reasonable length of time before the next survey is
undertaken.

Senator MOORE—You are expecting that forum to be soon?

MsAddison—Yes. The dateis 15 or 16 June. | haveto confess | am on |eave on the day of
the meeting. It is 16 June—Mr Charles Maskell-Knight has kindly agreed to do it for me.

Senator M OORE—Thank you, Mr Maskell-Knight. That was very helpful. So 16 June is
the next meeting of the group.

MsAddison—Yes.

Senator M OORE—Your expectation is that some of these things will be clarified at that
time?
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MsAddison—That isright, yes.

Senator MOORE—Has there been any discussion or agreement about how the sdf-
regulation process will operate? How will you know whether it has been successful or not? At
the moment the discussion has been very vague.

M s Addison—To the extent that that is what the survey will do, the survey will benchmark
performance in terms of how well people are receiving, or the extent to which people are
receiving, informed financial consent. It will be benchmarking that performance against the
performance that was recorded via the survey in 2004. That will be the measure of how
effective both the campaign and the self-regulatory arrangements have been.

Senator MOORE—The survey will do that. It will feed back to the group that you
previoudly identified, which islooking at how the survey is going?

Ms Addison—The survey results will feed back to the minister. The survey would be
undertaken on behalf of the government and the results would be fed back to the minister. |
would have some expectation that the minister would consult with state colleagues about the
results.

Senator MOORE—S0 in this period people are working on identifying what the issues
are, how things can be clarified and the various players. Who do you see the various players
as being? Definitely the AMA have identified that they have a concern in the area. Who are
the other industry players?

Ms Addison—The other people who have been participating in the group have been the
representatives of health funds, so the Australian Health Insurance Association—

Senator MOORE—Their representative body—so not every health fund?

Ms Addison—No. It has been the representative bodies. My understanding, having not
participated in the group to date, is that the AHIA, the Australian Health Insurance
Association, has been there, Catholic Health Australia has been there, the Australian Private
Hospitals Association has participated and the AMA clearly has participated, and | understand
that the Australian Soci ety of Anaesthetists has from time to time participated.

Senator MOORE—Mr Powlay, are they the players that you would see involved, from
your experience with people talking to you as the ombudsman about their concerns about gap
payments? That is an issue that has come up. Is there anyone ese that you think should be
involved in this process?

Mr Powlay—No, Senator. | understand that the AMA representation has sometimes
included particular specialties and, as Ms Addison said, the anaesthetists association has been
involved. By and large, the groups that Ms Addison mentioned are the main industry
stakehol ders.

Senator M OORE—The AMA seems to have taken on the role, to have voluntarily come
forward and said, ‘We're going to have this process oursalves,” and been very public about
that. But there are many other specialties in terms of the specialist services that have been
identified at other times where gaps are very high. The people who give anaesthetics—I| am
not even going to try and say it'—is one area, and orthopaedic surgery and a whole range of
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other specialists at different times have been identified. Is there any way that the other
specialist colleges could be included in any future discussion on thisissue?

Mr Powlay—It is my understanding that the AMA has been involving those other specialty
groups, both in their consultation around the issues discussed in that promoting private health
group and in participation in their education campaign on the issue.

Senator MOORE—So from the department and from your area, Mr Powlay, there is a
kind of expectation that the AMA are coordinating the medical input. Would that be a fair
enough comment?

Mr Powlay—That is right.

MsAddison—That is correct. The AMA have talked to us about involving other specialty
groups. We have obviously been very open to that and we have been very keen for them to
engage with the various groups where the levels of incidence of informed financial consent
were lower, and reported as lower. The anaesthetists clearly were very proactive about getting
involved. They contacted the AMA and were brought into the process and the AMA, as
Mr Powlay described, have been active in terms of contacting the other relevant specialties
where there is a higher incidence of alack of informed financial consent.

Senator MOORE—Up to this point has there been any public statement about what
congtitutes a fair percentage? Certainly the AMA's public statements say that they think that
about 80 per cent of consultations already have informed consent and that there is a view that
it cannot be lifted beyond about 90 per cent. Has there been any discussion about what
congtitutes the benchmark, what percentage of consultations should or should not have
informed consent?

Ms Addison—In recent times, certainly in discussing using the second survey as a
benchmark for performance against the first survey, there has been discussion about what
level of achievement might be reasonable. There has certainly been broad discussion about
that, but no-one has done that in terms of defining a number.

Senator M OORE—There has been no magic figure.

Ms Addison—No. And, again, measurement of performance and what might be good
expectations in terms of improvement are things that the group might have a look at when
they meet next.

Senator MOORE—Would you expect that that would then be made public so that
everybody who is interested in this issue would have a clear understanding about what people
areaiming for?

Ms Addison—In broad terms, yes. One of the reasons that | think there is a degree of
concern about putting a number on a benchmark per se is that we would like to see
100 per cent informed financial consent.

Senator MOORE—Sure. That would be the goal .

Ms Addison—That is the goal, so when you say ‘a benchmark’, the benchmark is
100 per cent. As to whether or not it is necessary to mandate the requirement for informed
financial consent, | think because of the way emergencies operate and the way people would
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report in a survey such as the one we undertook that the question would then be whether you
could actually achieve 100 per cent and measure it through that kind of instrument. So what
might be close to 100 per cent in that kind of instrument that would be acceptable under a
self-regulatory environment isa matter, | think, for discussion between the parties.

Senator M OORE—Mr Powlay, in the last round of statistics that you gave of issues that
came before your office, did informed consent get a guernsey? Was it on thelist?

Mr Powlay—Yes.

Senator MOORE—Or people concerned about gaps that they got and they did not
realiss—which is probably a better way of puttingit.

Mr Powlay—Yes. Lack of advance notice of a potential gap or out-of-pocket expense has
always been a significant issue of complaint to my office. To some extent it is probably
underreported in my statistics because quite often the complaints we receive begin as
complaints about the inadequacy of the health fund benefit and proceed to an investigation
about informed financial consent. It is probably true to say that over the last five years or so,
prior to last financial year, complaints about informed financial consent were running at about
10 per cent of the complaints that we receive. There was a dight reduction, | suppose
somewhat ironically, in informed financial consent complaints recorded last year and, perhaps
also somewhat ironically, we seem to be seeing a lot more complaints about informed
financial consent now. | put that down largely to the coverage that the issue has got.

Senator MOORE—Sure.

Mr Powlay—Many more consumers know the term ‘informed financial consent’ and feel
that their rights have not been respected.

Senator MOORE—Thank you very much. No doubt we will talk at the next estimates
about what happens at the meetings and where we are next.

Senator FORSHAW—When the announcement was made about the sale of Medibank
Private—the joint announcement by Ministers Abbott and Minchin on 26 April; that was the
media release—it also included reference to certain changes, extensions, in health insurance
coverage. One of those was to cover services, | think the term used was, ‘ beyond the hospital
gate’. Can the department firstly explain how this decision came to be made? What was the
background to it? Who was involved in, particularly, any industry consultations with regard to
that decision?

Ms Addison—We have been working in the branch for some little time on looking at
private health insurance and the private health insurance arrangements and whether or not
they were structured in a way that was the most conducive to the industry. That work
culminated in us presenting material for government which they considered. They had a
consideration of the matter in August of last year. As a result of the consideration then they
asked the department to do some further work. We have discussed previously in Senate
estimates that we commissioned, in particular, the construction of a micro-economic
simulation mode by Access Economics. That was then used by the department to test various
policy options for private health insurance. One of them was the concept of broadened
hospital cover, where we were looking at what the likely impact might be of allowing health
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funds to cover services that were substituted for part of or were preventive in relation to
hospital services. The results of that work were positive in terms of making a policy shift in
that direction. | note the context in particular for that is that the arrangements which restrict
health benefits for hospital cover asthey currently operate have existed virtually since 1954.

So there is some question with clinical changes happening over time. You are probably
aware, for example, with cancer care, that it does not need to be delivered. Some people may
never be admitted to hospital. So we use that policy work and the modd to test the viability of
those policy options. At the same time we were receiving, verbally most often, requests from
industry to consider this as a policy initiative. Various health funds had undertaken initiatives
which did not count for the reinsurance pool, but where they were finding very effective ways
of addressing consumer demands for delivery of how their health insurance operated. So they
were quite keen to move into this kind of area. Following that August decision and following
the undertaking of the policy work, we then worked out further advice for government which
was then subsequently considered and resulted in the announcement that the minister made in
April. The government decided that it was a good idea and we went from there.

Senator FORSHAW—I am assuming that all of the major heath funds, or the
organisations, participated in the round of discussions?

M s Addison—We undertook confidential discussions with selected stakeholders, but they
included the peak bodies.

Senator FORSHAW—What about Medibank Private?
M sAddison—We did consult Medibank Private as part of those discussions, yes.

Senator FORSHAW—As | said at the outset, the announcement on 26 April covered a
range of these things, including the sale. |s there any linkage?

Ms Addison—What | would say is. we did include in those confidential discussions a
number of specific organisations; not only health funds, but hospital organisations as well. As
| said, we undertook it primarily with peak bodies, but my recollection is we did involve two
hospital operators as well as three health funds.

Senator FORSHAW—The fact sheet announced that the current boundary between
ancillary and hospital insurance, as | understand it, will be effectively removed. How does the
department determine what can be covered and what cannot, ultimately?

Ms Addison—Ultimately that will be settled through the consultations we are to
commence soon with industry. In terms of reinsurance, we will be looking at boundaries
which go to what is included in the reinsurance pool and what is not. That is part of a formal
consultation process we will undertake in terms of which of those kinds of programs of
services are agreed to be included for reinsurance purposes. More broadly, however, what we
are really looking at is opening up the opportunity for flexibility in terms of cover. So to the
extent that out-of-hospital services such as physiotherapy are preventative of hospitalisation
or, as | said, chemotherapy outside of a hospital is being performed, that can be covered as if
it were provided in a hospital. But those final boundaries will be determined following the
consultations.
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Senator FORSHAW—The end result of that presumably would be that, whereas
physiotherapy is now covered as an ancillary item in funds, ultimately the benefit intended for
the member would be that they get a higher refund?

M sAddison—Potentially that is correct, yes.

Senator FORSHAW—I am trying to think what other benefit there could be other than a
higher refund. | have to say, from experience, | think most people would say the benefits that
are paid for many ancillary services are substantially less than the actual cost.

MsAddison—That is correct.
Senator FORSHAW—In fact, in many cases substantially less than 50 per cent.

MsAddison—So if you look at my chemotherapy example, if it were all done outside of a
hospital, under an ancillary table the benefits would be quite low.

Senator FORSHAW —Sure.

Ms Addison—Depending on how health funds approach this—because the other thing |
should explainis that it will not be mandatory for health funds to go down this path, so it will
be subject to how they design their products—the other benefits to consumers would include
more flexibility in terms of the setting in which care can be provided, because one of the other
things that some of the programs that health funds have operating now highlight is that for
some people an in-hospital care setting is not actually the best setting for the delivery of that
care. So that is another benefit.

Senator FORSHAW—I| want to come back to that question in a minute about the
flexibility. Maybe you have already covered this, but how will the department determine
which services fall into the category ‘ Services to prevent future hospitalisation that can be
safely delivered out of the hospital gate' ? Is that part of that consultation process that you are
going to have?

MsAddison—That is correct.

Senator FORSHAW—You said a moment ago that it is not mandatory for the funds to go
down this path, so how does the department intend to police or to oversee these new
arrangements, given that funds will be able to determine what they cover and that there
effectively will be no regulation or legislation?

M sAddison—I am not quite sure what you mean by ‘palicing'.

Senator FORSHAW—The redtrictions are currently there. If you open this up and the
funds can decide whether they want to provide this sort of cover or not, | am wondering how
the department is ultimately going to oversee the devel opment of this so that the end result is
delivered to all membersin private health insurance funds out there.

M sAddison—I see.

Senator FORSHAW—The intention of this is that people get increased benefits and
greater coverage, but you are going to leave it up to the industry to ultimately determine, and
how are you going to achieveit?
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M s Addison—I have some optimism by virtue of the fact that the industry is supportive of
the change and had come to the department seeking the change. Some health funds already
have programs which would virtually automatically fall into this. There are assisted discharge
programs out there. There are health funds operating assisted discharge programs where a
specialist will tell a health fund, ‘ If you provide these particular services to the person in their
home, then they’re able to leave hospital earlier.” There is already a whole suite of programs
that health funds are operating which would fall into the kind of category of what might be
covered by broadened hospital tables. Realistically, we think the health funds will be cautious,
and they will be conservative about how they do this because there will be concerns about
managing costs and utilisation. | think, when we looked at how long it would take to move to
full implementation, our time frame was in the order of seven years. But, on the way through,
we would look to monitoring how it was going and the level of take-up. We will clearly have
to betalking to theindustry if we find that they are not moving in that direction.

Senator FORSHAW—Yes. | recall that when the rebate was introduced there was
evidence of a substantial extension of ancillary coverage which created some problems. Do
you envisage that something similar might happen again now, and how do you intend to
ensure that you do not end up with the sorts of ancillary type covers that were introduced and
then had to be removed—for example, the gym memberships et cetera?

Ms Addison—Our expectation is that the pure ancillary services, for example, for
reinsurance purposes will not count. They will continue to operate with the kinds of caveats
that they currently operate with. So health funds will be able to continue to operate an
ancillary type product in the form that they do currently. Thereisareal disincentive for health
funds to go down a path where you end up with high claims around those kinds of ancillary
services, to the extent that we are talking about services that prevent, substitute or are part of
hospitalisation. | think the kinds of services that might have led to growth at that time were
not the kinds of services that would fit within those categories. The industry is concerned
about that as well, and they have aready been talking to me very actively about those
concerns. | expect that we will probably find in the first flush that some of those boundaries
will be more tightly drawn until people get alevel of comfort about products and the levels of
utilisation.

Senator FORSHAW—That is somewhat reassuring, but | never cease to be amazed at the
inventiveness of—when there is going to be some marketing involved in this—the funds
themsel ves to increase their share of the membership. The fact sheet also says that this policy
change should have no impact on premiums. How can you be so confident about that?

Ms Addison—That is consistent with our modelling. There are a couple of effects that
interact to create that result. By broadening out for substitution, for example, we find that with
the programs health funds already have they can déliver care in out-of-hospital settings more
cheaply, even though they are safe and efficacious to the patient, than in an in-hospital setting.
Once you take out the hospital accommodation charges, for example—and someti mes the
delivery of the service provider will be different and so the services provided will be at a
different rate—there is a level of savings associated with services which are currently
provided in-hospital moving to an out-of-hospital service setting, where that is cheaper.
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The other thing is in relation to the points | made before about cautiousness and
conservatism. It will be up to the health funds to negotiate with the providers in terms of the
rates that they will be covering and the benefit levels that they will be providing. The
economics of that would dictate rational pricing decisions occurring, and that also acts as a
dampener in terms of the expenditure, thus leading to a neutral position in terms of rebate
expenditure, even though you offset potentially higher costs of products. The other fact, of
course, is that some of products, depending on the services that people choose to buy, might
be dlightly more expensive, so that will potentially act as a disincentive. There is a whole
interaction of different economic activities and drivers which, on balance, meant that we
thought there would be no impact on the rebate.

Senator FORSHAW—Did you say ‘ no impact on the rebate’ ? You mean on premiums?
Mr M askell-K night—And therefore the rebate.
M s Addison—On premiums, sorry, and therefore the rebate.

Senator FORSHAW—Thisis not the place to debate it, but if there is going to be a greater
choice of funds in this area your optimism potentially could be misplaced. Surely the fact that
the funds can choose what they cover and do not cover means you are less able to be certain
about the impact on premiums, at least inthe initial period.

Mr Maskell-K night—I do not think we have anything to add, Senator.
Senator FORSHAW—NOo, | did not think you would.

Mr Maskell-K night—MsAddison’'s answer was a long and complicated way of saying
there are swings and roundabouts. At the end of the day, our modelling suggests that the
swings and the roundabouts will cance each other out.

Senator FORSHAW—Modelling always suggests that swings and roundabouts mean you
eventually stop swinging, get off the roundabout and fall over. What about the impact of the
sale of Medibank Private on premiums? Have you done any work on that?

MsAddison—No.
Senator FORSHAW—Have you been asked to do some or are you intending to do some?
MsAddison—No and no.

Senator FORSHAW—What about gap payments under these new arrangements? Could
we end up with a situation where there will be more gap payments at a time when there are
other mechanisms in place—what Senator Maoore was just talking to you about—to try to
reduce gap payments or give patients and consumers more information so they can work all
that out? You are going down this path of opening up a whole new area of services, combined
with greater flexibility and less regulation.

Ms Addison—At the risk of being described as too optimistic again, Senator: you have
already described the current situation with ancillary payments, where there can be substantial
differences between the charges for a service and what benefits are payable. In the context of
health funds covering those services which are related to substituting for hospitalisation, we
would expect that the benefits, as we described before, may well be higher for those services
and so the gaps will therefore be reduced.
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The other element, in saying that we would not expect there to be an expansion of gap
payments, is that the health funds would be contracting with the providers of those out-of-
hospital services, and one of the things that health funds work very hard at when they are
contracting with providers is eliminating gaps. They are very sensitive to the fact that
consumers are concerned about gaps and, rightly, do not want to have to pay a gap. Part of the
opportunity there is to eliminate the quite large gaps that exist for those kinds of ancillary
services because they are necessarily treated as ancillary services.

Senator MOORE—One of the things we have talked about in the general industry context
is the potential to become direct providers or purchasers of services, so that a health fund
could be linked into deals with particular providers of services, which would create a
partnership arrangement in the industry, and the idea of having particularly ancillary services
like dialysis machines, which is one that has huge potential in this area, and having day care
centres and that kind of arrangement and having arrangements with private funds.

M s Addison—Health funds currently do contract in that area through day surgeries.

Senator MOORE—Is there potential for increase? At the moment we have it with
particular hospitals, where health care funds have arrangements which consumers are
supposed to know about and all that kind of process, but with the extension of services to
some of the other aspects—I used dialysis quite deliberately as one that has been talked about
in this area—is there further potential for health care funds to have economic arrangements?

Ms Addison—I would expect them to have contracting arrangements, yes. To the extent
that they are economic arrangements, definitely.

Senator MOORE—That is linked into the idea of gaps as well, with the way the services
are provided.

MsAddison—That isright. It is through those contracting arrangements that they are often
able to eliminate the gaps, because it becomes part of what is the deal that is done for the
ddivery of the service.

Senator MOORE—The interaction with the client.

Ms Addison—Yes, and they would be providers potentially that they already have
contracts with or arrangements with in terms of ancillary service provision now, so you can
think of dental arrangements and optical arrangements that health funds currently have. There
is definitely potential for those arrangements to be redrawn or extended, yes.

Senator FORSHAW—Has any concern been raised with the department about the
potential to end up with an American-style managed care system out of these changes?

M sAddison—That is not a concern that has been raised with me to date, no.
Senator FORSHAW—I understand it has been raised publicly.

Ms Halton—It is the traditional bogeyman, American-style managed care, and it usually
comes in inverted commas.

Senator FORSHAW—Does that mean it doesn't exist or it is just American or it is a
bogeyman?
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Ms Halton—It is a bogeyman. | think that is exactly what it is. | have not had that
accusation raised with me about these particular changes, but | have seen the reported
comments of one person in theindustry.

Senator FORSHAW—Who is that?

M s Halton—I cannot recall who it is, but | can recall reading that at the time and thinking,
‘Oh, yeah; there goes the bogeyman.’

Senator FORSHAW—Was it Catholic Health?

Ms Halton—I genuinely cannot recall who it was. The reality is that thisis very hard to
present as being a managed care style of option. What this is about, as Ms Addison has been
outlining, is a recognition of the reality of clinical practice. The problem we have had with
boundaries has all been about clinical practice moving, in many instances, from inside a
hospital to outside, but it al being the one episode of care. Managed style care gives you a
whole series of constraints around choice, including constraints around choice for the doctor
and how they practice. Such a comparison would not be a legitimate one.

Senator MOORE—In the last few minutes, you want to talk with Medibank Private, so
that will mean areshuffle.

Senator FORSHAW—There just might be—

Senator MOORE—There till could be cross-questioning, as we always do, but we need
to get something on Medibank Private, allowing that we know you are operating as normal
but the sale has now been announced.

Senator FORSHAW—I should indicate, given that we are endeavouring to prioritise our
questions through these areas, that potentially there are some questions on notice that will
come through once we have worked out what we have left over that we have not been able to
ask. What was Medibank Private' s involvement in the announcement of the sale?

Mr Boswor th—The announcement was made, as you highlighted before, on 26 April.
Senator FORSHAW—Yes.

Mr Bosworth—My managing director outlined at the last Senate Estimates our role in the
scoping study. We were informed on 26 April about the announcement.

Senator FORSHAW—You were told the same day as the media release of the
announcement.

Senator MOORE—How did your staff find out, Mr Bosworth? How did the Medibank
Private people in the regions find out?

Mr Wheatley—Our staff? Obviously, since the announcement of the scoping study and the
activities that were undertaken with the scoping study, Medibank has been preparing for a
potential announcement. In the intervening months we developed an internal communication
strategy to deal with that. Obvioudly it was going to be very important for us to communicate
not only with our membersin some way but also with our—

Senator MOORE—Sorry, Mr Wheatley. We are having trouble, at the end of the day, in
hearing. It is comingin and out in waves.
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Mr Wheatley—Medibank was obvioudly active in developing an internal communication
strategy so obviously the precise working of that strategy or the exact messages that went out
were dependent on the government’s announcement, but we had options and we were ready to
inform our staff, almost instantly.

Senator MOORE—On the day?
Mr Wheatley—Yes.

Senator MOORE—Who has been involved with the interaction with the department of
finance now that a scoping study is finalised and a public decision has been put out there?
Wheat is the communi cation between the organisation and Finance about what happens next?

Mr Bosworth—We have an all ocated team that liaises with the department of finance on a
regular basis.

Senator MOORE—What is their title?

Mr Wheatley—The privatisation team, | would suggest.
Senator MOORE—That iswhat they are called?

Mr Wheatley—We would have to take that on notice.

Senator M OORE—How long has this scoping study been going on? | am making a point
that you have a group of people who have been involved in this process so there is an
allocated team in the organisation whose jab it is to keep on working with the department of
finance through the next round of the process.

Mr Wheatley—That is correct.

Senator MOORE—It is the same team that has been working to date as the scoping study
has been being scoped?

Mr Wheatley—I would have to take that on notice. Obviously there have been some
changes to the number of people that are needed to be involved, but we could get back to you
on that.

Senator MOORE—We certainly do not want to go into the details of what is going on, but
one of the things that has been discussed quite openly in public has been people's responsesin
the open market to the decision to sell. There has been no surprise that it is out there. What is
the response that Medibank Private is taking to the kinds of public discussions about whether
peopl e are happy or not with the sale? Surveys are being done. One of the TV channels did a
survey, as they do on just about everything, about how people fed about it. What is the
internal processto handle that?

Mr Bosworth—Medibank does not have a position on those issues of sale that you
mentioned. We have a normal customer complaints process which goes on which can deal
with products or other issues to deal with Medibank Private. It is a similar process that goes
onwith regard to that.

Senator M OORE—The privatisation team is not looking at a way of handling the public
reaction to what is happening now, being a commercial decision?
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Mr Bosworth—The issue for Medibank, as | said to Senator Barnett earlier, is that it is
business as usual for Medibank Private. We are concerned about our members, as business as
usual, and our employees. That is how we are continuing to work.

Senator M OORE—Have you had complaints from your members, through your standard
complaint process, about Medibank Private being sold?

Mr Wheatley—I do not know if | could categorise them as complaints. The issue has been
raised through our normal channels of communication, be that our hotline or through retail
centres.

Senator M OORE—Can you give us humbers?
Mr Wheatley—I would have to take that on notice.

Senator MOORE—Your standard complaints mechanism does have a form of
categorisation of the issues raised by people when they ring in?

Mr Wheatley—Those sorts of issues would be recorded.

Senator MOORE—I would expect that the complaint mechanism would be able to
identify whether there have been concerns raised by members internally through the process
who would be unhappy about it.

Mr Wheatley—That isright.

Senator MOORE—Has Medibank itself done any kind of information-seeking from its
members about how they feel about the sale? Until recently it has been a proposed sale. Now
we have the public document taking away the uncertainty; the decision has been made to sell
it. Have you had or are planning any process to inform your members? Most of us are
members so we are just trying to find out whether—

Senator FORSHAW—I do not think | could have missed that.
Senator MOORE—Maybe our mail has gone astray.

Mr Bosworth—Can we take that one on notice?

Senator MOORE—Surely you can, yes.

Senator FORSHAW—This is not so much on the sale, but for the sale and all of this there
will be, one would assume, a substantial expenditure on the actual preparation for sale,
depending upon what the nature of the sale is; the advertising media and so on. There has
been $50 million budgeted over four years to increase consumer awareness of the incentives
and benefits associated with private health insurance. Will Medibank get any direct benefit
from this funding, do you know?

M sAddison—Senator, | will take that question. No.

Senator FORSHAW—NO0? This is probably to the department: who gets that funding
then? That is departmental funding, isit, or consultants or media agencies?

Ms Addison—The intention is there will be a general campaign undertaken which would
be managed in a normal way of a general campaign. The break-up of that funding is that
$18.1 million is provided for the campaign development and funding specifically; and
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$1 million for departmental resourcing associated with that. So our parliamentary public
affairs areawill be receiving that money for the assistance.

Senator MOORE—Isthat over the five years?
M sAddison—Four years—that is correct, Senator.

Senator MOORE—We have the PBS paper and | am trying to find $18 million there. | am
just waiting for the figures.

M s Addison—These numbers are over four years. In addition, included in the amount the
senator referred to, the $50 million, is $0.68 million or thereabouts which will be going to
Medicare Australia. That is for the direct mail-out associated with advising people about
Lifetime Health Cover arrangements. In addition, that money includes $2.1 million, which
includes departmental funding for the development of standard product information. This is
part of the decision that was made as part of the overall changes which will require health
funds to publish standard product information as part of their products. In that $2.1 million is
also $1.4 million for the Private Health Insurance Ombudsman. That money is to assist in the
funding of the establishment of a website. The website is to be able to be used for
comparative purposes by members of the public.

Senator MOORE—Is this a new website or an enhanced website? | thought Mr Powlay
already had a website.

Ms Addison—He does. We will be talking to Mr Powlay about how the website will
operate, but | think the intention had been, when we put forward the proposal, that it would be
anew website, and that is the discussion we have had to date.

Mr Powlay—Yes, my understanding is that it will be a new website. | will continue to
maintain my website as the PHIO website—

Senator MOORE—ASs the ombudsman, yes.

Mr Powlay—largely with the same information, athough some of the consumer
information material that | currently have on my website would move across to the new
website, the focus of which would largely be to provide free and independent advice to
consumers on private health insurance issues and allow them to compare key features of
health insurance products.

Ms Addison—The balance of the funding in the $50 million is for additional estimated
costs of the rebate associated with increased participation.

Senator M OORE—Showing optimism again. Mr Bosworth, | have a couple of questions
on what Medibank Private is doing now. The decision is made and you are in this transition
phase, pending whatever decisions are made about you. Certainly in the public arena people
are now talking about their decisions, about which health fund they will go to. It is a very
competitive market, as we all know, and you have stated that it is your intent to maintain your
market and to grow if possible. What plans do you have in place to manage the difference
now in terms of peopl€e's choice about private health care? A large number of people have
gone publicly and said they chose Medibank Private because it was linked to government—
the historical link and all those things. You obviously know that because you do your internal
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surveys about why people are members. What plans do you have in place now to handle
possible membership based changes linked to the sale?

Mr Bosworth—As | have tried to highlight tonight, it is business as usual for us, so our
aim is to highlight the value that our members and future members can get from M edibank
Private. That includes the introduction of, recently, new products which have increased our
market share, and improving the overall value that the member sees attached to belonging to
Medibank. As | mentioned, we have our customer input lines, either in retail centres or
through the call centre, and we are distinctly making an effort at that point so that, if it is
raised as an issue within the discussion, members are kept well and truly informed about the
benefits applying to them through Medibank Private.

Senator MOORE—Are you planning any particular strategies to find out whether this is
an issue or not?

Mr Wheatley—That would form part of our normal corporate planning process, which is
yet to be completed and | think the details of which would be commercial-in-confidence.

Senator MOORE—What is your current budget for advertising?

Mr Bosworth—I cannot supply you with the exact figure, but what | can give you are
some percentages which point out that nationally Medibank’s advertising accounts for
approximately 29 per cent of the total—29 per cent of PHI media advertising, which fits
nicely with Medibank’s market share, which isin and around that.

Senator MOORE—Can | get the actual figures on notice?
Mr Bosworth—We will take that one on notice.

Senator MOORE—I think that is fair. What about public relations? Does that come into
the same budget as advertising? Do you have a separate lineitem for PR?

Mr Boswor th—We have a separate department for PR, yes.
Senator MOORE—AnNd can | get information on that as well?
Mr Bosworth—We will take that one on notice too.

Senator MOORE—I know the decision is quite recent, but | am fascinated by there being
no thought given to the impact on your membership base, specifically, of the public decision
that now it is going to be sold. | would have thought that was a threshold issue, almost like
any kind of major structural change. Isit that that has not been considered yet?

Mr Wheatley—No. Obviously the issues of the sale have been considered in our forward
planning process. In terms of actual plans that have been put in place, | am not sure that we
could report those here because they are probably not finalised. Some of them would be
commercial-in-confidence. But we can take that on notice.

Senator MOORE—You aretelling methat it is part of the planning?
Mr Wheatley—Of course it is being considered, yes.

Mr Bosworth—And you will notice that on the day of the announcement we did announce
a media release in regard to that announcement from the government. We have i mplemented
these other processes we were talking about with regard to our call centres and our retail
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centres, but | agree with my colleague that perhaps we need to get back to you on the other
specifics that you are after.

Senator MOORE—That would be good. Also, as a member of Medibank Private, when
can | expect to get something from the organisation telling me what is happening with my
private health insurance company?

Mr Wheatley—We will take that on notice.

Senator MOORE—Thank you. You can take my membership on notice aswell, | think! In
terms of your brand and PR, Medibank Private is an established brand. Is there any processin
place—and you will take this on notice, | know—in terms of protecting your brand in the
market?

Mr Bosworth—We will take that on notice.
Senator MOORE—Thank you. Thank you, Chair.

CHAIR—We are virtually at 11 o' clock, so | think we might pull up stumps, much as we
would all love to be here for another couple of hours if we could! Can | thank all the
representatives of organisations and agencies which have appeared before us today. We have
now finished outcome 9. | thank members who have been here. Thank you, Minister.
Thank you, Ms Halton.

Committee adjourned at 11.00 pm
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